




Mergers & 
Acquisitions 

by Bill Snow



Mergers & Acquisitions For Dummies®

Published by: John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ 07030-5774, www.wiley.com

Copyright © 2018 by John Wiley & Sons, Inc., Hoboken, New Jersey

Published simultaneously in Canada

No part of this publication may be reproduced, stored in a retrieval system or transmitted in any form or by any 
means, electronic, mechanical, photocopying, recording, scanning or otherwise, except as permitted under Sections 
107 or 108 of the 1976 United States Copyright Act, without the prior written permission of the Publisher. Requests to 
the Publisher for permission should be addressed to the Permissions Department, John Wiley & Sons, Inc., 111 River 
Street, Hoboken, NJ 07030, (201) 748-6011, fax (201) 748-6008, or online at http://www.wiley.com/go/permissions.

Trademarks: Wiley, For Dummies, the Dummies Man logo, Dummies.com, Making Everything Easier, and related 
trade dress are trademarks or registered trademarks of John Wiley & Sons, Inc., and may not be used without  
written permission. All other trademarks are the property of their respective owners. John Wiley & Sons, Inc.,  
is not associated with any product or vendor mentioned in this book.

LIMIT OF LIABILITY/DISCLAIMER OF WARRANTY: WHILE THE PUBLISHER AND AUTHOR HAVE USED THEIR BEST 
EFFORTS IN PREPARING THIS BOOK, THEY MAKE NO REPRESENTATIONS OR WARRANTIES WITH RESPECT TO 
THE ACCURACY OR COMPLETENESS OF THE CONTENTS OF THIS BOOK AND SPECIFICALLY DISCLAIM ANY 
IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE. NO WARRANTY MAY 
BE CREATED OR EXTENDED BY SALES REPRESENTATIVES OR WRITTEN SALES MATERIALS. THE ADVISE AND 
STRATEGIES CONTAINED HEREIN MAY NOT BE SUITABLE FOR YOUR SITUATION. YOU SHOULD CONSULT WITH 
A PROFESSIONAL WHERE APPROPRIATE. NEITHER THE PUBLISHER NOR THE AUTHOR SHALL BE LIABLE FOR 
DAMAGES ARISING HEREFROM.

For general information on our other products and services, please contact our Customer Care Department within 
the U.S. at 877-762-2974, outside the U.S. at 317-572-3993, or fax 317-572-4002. For technical support, please visit 
https://hub.wiley.com/community/support/dummies.

Wiley publishes in a variety of print and electronic formats and by print-on-demand. Some material included with 
standard print versions of this book may not be included in e-books or in print-on-demand. If this book refers to 
media such as a CD or DVD that is not included in the version you purchased, you may download this material at 
http://booksupport.wiley.com. For more information about Wiley products, visit www.wiley.com.

Library of Congress Control Number: 2018949675

ISBN 978-1-119-54386-2 (pbk); ISBN 978-1-119-54389-3 (ebk); ISBN 978-1-119-54390-9 (ebk)

Manufactured in the United States of America

10   9   8   7   6   5   4   3   2   1

http://www.wiley.com
http://www.wiley.com/go/permissions
https://hub.wiley.com/community/support/dummies
http://booksupport.wiley.com
http://www.wiley.com


Contents at a Glance
Introduction  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1

Part 1: Mergers & Acquisitions 101  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 9
CHAPTER 1: The Building Blocks of Mergers and Acquisitions  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 11
CHAPTER 2:	 Getting	Ready	to	Buy	or Sell	a	Company   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 27
CHAPTER 3:	 Previewing	the	Generally	Accepted	M&A	Process   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 45

Part 2: Taking the First Steps to Buy or  
Sell a Company  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 61
CHAPTER 4:	 Financing	M&A	Deals  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 63
CHAPTER 5:	 With	a	Little	Help	from	Your	Friends:	Working	with	M&A	Advisors  .  .  .  . 81
CHAPTER 6:	 Finding	and	Contacting	Buyers	or	Sellers  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 97

Part 3: Starting the Deal on the Right Foot  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 121
CHAPTER 7:	 Assuring	Confidentiality  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 123
CHAPTER 8:	 Creating	and	Reviewing	an	Offering	Document   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 133
CHAPTER 9:	 Properly	Expressing	Interest	in	Doing	a	Deal  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 157
CHAPTER 10:	Ensuring	Successful	First	Meetings	between	Buyer	and	Seller  .  .  .  .  .  .  . 165

Part 4: Firming Up the Deal  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 175
CHAPTER 11:	An	Insider’s	Guide	to	M&A	Negotiating  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 177
CHAPTER 12:	Crunching	the	Numbers:	Establishing	Valuation	and	Selling	Price   .  .  . 189
CHAPTER 13:	LOI	and	Behold:	Making	or	Receiving	an	Offer  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 203
CHAPTER 14:	Confirming	Everything!	Doing	Due	Diligence  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 215
CHAPTER 15:	Documenting	the	Final	Deal:	The	Purchase	Agreement   .  .  .  .  .  .  .  .  .  .  .  . 233

Part 5: Closing the Deal . . . and Beyond!  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 247
CHAPTER 16:	Knowing	What	to	Expect	on	Closing	Day   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 249
CHAPTER 17:	Handling	Post-Closing	Announcements	and	Adjustments  .  .  .  .  .  .  .  .  .  . 257
CHAPTER 18:	Come	Together:	Integrating	Buyer	and Seller  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 265

Part 6: The Part of Tens  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 285
CHAPTER 19:	Ten	Considerations	Prior	to	Signing	an	LOI  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 287
CHAPTER 20:	Ten	Major	M&A	Errors	and	How	to	Avoid	Them  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 291
CHAPTER 21:	Ten	Possible	Ways	to Solve	Valuation	Differences  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 297

Appendix  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 303

Index  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 333





Table of Contents      v

Table of Contents
INTRODUCTION   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1

About	This	Book  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .1
Conventions	Used	in	This	Book  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .2
What	You’re	Not	to	Read   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .3
Foolish	Assumptions  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .3
How	This	Book	Is	Organized   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .4

Part	1:	Mergers	&	Acquisitions	101  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 4
Part	2:	Taking	the	First	Steps	to	Buy	or	Sell	a	Company   .  .  .  .  .  .  .  .  .  . 4
Part	3:	Starting	the	Deal	on	the	Right	Foot   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 4
Part	4:	Firming	Up	the	Deal   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .5
Part	5:	Closing	the	Deal . . . and	Beyond!  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 5
Part	6:	The	Part	of	Tens   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .5

Icons	Used	in	This	Book  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .6
Where	to	Go	from	Here   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .6

PART 1: MERGERS & ACQUISITIONS 101  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 9

CHAPTER 1: The Building Blocks of Mergers  
and Acquisitions  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 11
Defining	Mergers	and	Acquisitions  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .11
Introducing	Important	Terms	and	Phrases  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .12

Buyer  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .13
Seller  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .14
Transaction (also known as the deal)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .16
Consideration  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .16
EBITDA  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .16
Adjusted	EBITDA   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .17
Closing  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .17

Adhering	to	Basic	M&A	Rules	and	Decorum  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .18
Follow	the	steps	to	getting	a	deal	done  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .18
Understand	M&A	etiquette   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .20
Know	what	to	tell	employees —	and	when  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .20

Considering	the	Costs	Associated with	M&A  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .21
Tallying	advisors’	fees	and	other	costs  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .22
Paying	off	debt  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .22
Post-closing	adjustments  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .22
Sigh . . . talking	taxes  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .23

Determining	What	Kind	of	Company	You	Have   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .23
Sole	proprietorship  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .24
Small	business  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .25



vi      Mergers & Acquisitions For Dummies

Middle	market	and	lower	middle	market	company  .  .  .  .  .  .  .  .  .  .  .  .  .25
Large	company	(and	beyond)   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .25

CHAPTER 2: Getting Ready to Buy or Sell a Company  .  .  .  .  .  .  .  .  .  .  .  . 27
Considering	Common	Reasons	to	Sell  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .28

Retirement  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .28
Let	someone	else	take	the	company	to	the	next	level  .  .  .  .  .  .  .  .  .  .  .29
Divesting	a	division	or	product	line   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .30
The industry is changing  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .31
I’ve	got	troubles,	troubles,	troubles   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .31
Selling	a	piece	of	the	company   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .33

Planning	Ahead	to	Ensure	a	Smooth	Sale  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .35
Clean	up	the	balance	sheet  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .36
Pay	off	debt   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .37
Address legal issues   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .38
Trim	staff	and	cut	dead	weight  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .38
Increase	sales  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .39
Quantify	owner’s	expenses	and	other	add	backs  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .39
Owner,	make	thyself	expendable  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .40

Exploring	Typical	Reasons	to	Acquire  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .41
Make	more	money   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .41
Gain	access	to	new	products	and	new	markets  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .41
Implement	vertical	integration   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .41
Take	advantage	of	economies	of	scale .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .42
Buy	out	a	competitor   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .42

Prepping	before	an	Acquisition  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .42
Determine	the	appropriate	type	of	acquisition   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .42
Get	your	company’s	balance	sheet	in	order  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .42
Have	the	money	lined	up  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .43
Set	up	an	acquisition	chain	of	command  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .43

Buying	a	Company	from	a	PE	Firm  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .43
Understanding	why	PE	firms	sell  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .44
Evaluating	a	PE	firm’s	portfolio	company   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .44

CHAPTER 3: Previewing the Generally Accepted  
M&A Process  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 45
Take	Note!	The	M&A	Process	in	a	Nutshell  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .46

Step	1:	Compile	a	target	list  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .46
Step	2:	Make	contact	with	the	targets   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .46
Step	3:	Send	or	receive	a	teaser	or	executive	summary  .  .  .  .  .  .  .  .  .47
Step	4:	Execute	a	confidentiality	agreement  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .47
Step	5:	Send	or	review	the	confidential	information	 
memorandum   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .47
Step	6:	Solicit	or	submit	an	indication	of	interest  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .48



Table of Contents      vii

Step	7:	Conduct	management	meetings  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .48
Step	8:	Write	or	review	the	letter	of	intent   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .48
Step	9:	Perform	due	diligence  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .49
Step	10:	Draft	the	purchase	agreement  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .49
Step	11:	Show	up	for	closing  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .49
Step	12:	Deal	with	post-closing	adjustments	and	integration   .  .  .  .  .49

Exploring	Two	Types	of	M&A	Processes:	Auction	versus	 
Negotiation  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .50
Who	Has	It	Easier,	Buyer	or	Seller?  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .51

Selling	is	easy	if	you	know	what	you’re	doing  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .51
Buying	is	difficult	even	if	you	know	what	you’re	doing   .  .  .  .  .  .  .  .  .  .52

Following	the	Power	Shifts	in	the	M&A	Process  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .53
Looking	at	the	factors	of	motivation  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .54
Understanding	who	has	power  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .55
Reading	the	other	party’s	situation  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .56
Maintaining	as	much	power	as	possible	when	disclosing	 
undesirable	news   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .58

What	to	Tell	Employees	and	When  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .58
Keep	news	of	a	sale	process	confidential   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .59
Never	lie   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .59
A staggered release  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .59

PART 2: TAKING THE FIRST STEPS TO  
BUY OR SELL A COMPANY  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 61

CHAPTER 4: Financing M&A Deals   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 63
Exploring	Financing	Options   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .63

Buyer uses his own cash   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .64
Buyer	borrows	money   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .65
Buyer	utilizes	Other	People’s	Money   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .65
Buyer	seeks	financial	help	from	the	Seller   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .66

Understanding	the	Levels	of	Debt   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .68
Surveying	senior	lenders	and	subordinated	debt   .  .  .  .  .  .  .  .  .  .  .  .  .  .68
Looking at lines of credit   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .68

Taking	a	Closer	Look	at	Investors  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .69
Institutions	versus	individuals  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .69
Private	equity	(PE)	firm  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .71
Strategic	Buyer  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .73

Striking	the	Right	Type	of	Deal   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .74
Exploring	the	differences	among	buyouts	and	majority	 
and	minority	investments   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .74
Choosing	an	asset	or	a	stock	deal:	What’s Buyer	buying?  .  .  .  .  .  .  .  .75

Examining	the	All-Important	EBITDA   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .76



viii      Mergers & Acquisitions For Dummies

Making	Buyers’	Return	Calculations  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .77
Return on equity  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .77
Return	on	investment  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .77
Internal	rate	of	return  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .78

Financing	a	Problem	Child  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .78
Debt	is	greater	than	purchase	price  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .78
The	business	has	operating	losses  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .79

CHAPTER 5: With a Little Help from Your Friends:  
Working with M&A Advisors  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 81
Choosing	Wisely:	Identifying	Ideal	Advisors   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .81
Utilizing	Inside	Advisors  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .83

CFO	or	other	financial	bigwig  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .84
Corporate	development	people   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .84

Hiring	Outside	Advisors   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .84
Consulting	wealth	advisors	when	you’re	ready	to	sell  .  .  .  .  .  .  .  .  .  .  .85
Considering	an	intermediary  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .86
Lawyering	up	on	both	sides  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .88
Looking	at	accountants	and	auditors	for	Buyers	and	Sellers  .  .  .  .  .89
I’m	the	tax	man!  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .89
Recruiting	more	consultants	to	Buyer’s	team  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .90
Seeking	friendly	advice:	Using	friends	and	family	as	 
informal	advisors  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .92
Skipping	business	appraisers   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .92

Keeping	Everyone	on	the	Same	Page:	Avoiding	Communication	
Breakdowns  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .93
Getting	Your	Banker	Involved  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .95

CHAPTER 6: Finding and Contacting Buyers or Sellers  .  .  .  .  .  .  .  .  .  .  . 97
Creating	a	Target	List   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .97

Getting started  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .98
Expanding	and	winnowing	the	list   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .99
Capping	the	list:	How	many	(and	which)	companies	 
to include   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .101

Sellers	on	Your	Mark:	Contacting	Buyers  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .103
Speaking	with	the	right	person  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .104
Following	a	script	that	works  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .107

Easy	Does	It:	Contacting	Sellers .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .110
Getting	the	call	off	on	the	right	foot  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .111
Using	a	successful	script  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .112
You’re	having	a	serious	conversation!	What	now?  .  .  .  .  .  .  .  .  .  .  .  .  .113

Additional	Tips	for	Getting	Past	Screeners   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .114
Recognizing	who	you’re	dealing	with  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .114
Overcoming	screener	roadblocks  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .115

Tracking	Your	Calls   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .118



Table of Contents      ix

PART 3: STARTING THE DEAL ON THE RIGHT FOOT   .  .  .  .  .  . 121

CHAPTER 7: Assuring Confidentiality  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 123
Tempting	Buyers	with	an	Anonymous	Teaser   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .123

Keeping	it	short	and	sweet .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .124
Including	high-level	financial	info	only  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .125
Touting	key	selling	points  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .125

Executing	a	Confidentiality	Agreement   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .126
Perusing	the	CA’s	contents  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .126
Figuring	out	which	party	sends	the	CA  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .127
Determining	who	gets	more	value	out	of	the	CA  .  .  .  .  .  .  .  .  .  .  .  .  .  .127

Handling	a	Breach	of	Confidentiality   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .128
Confirming	a	breach  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .129
Thinking	long	and	hard	about	legal	action   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .129

Keeping	the	Cat	in	the	Bag:	Advice	for	Buyers   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .130
Involving	employees	and	advisors   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .130
Discussing	the	deal	in	public  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .130

CHAPTER 8: Creating and Reviewing an Offering  
Document  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 133
The	Offering	Document	in	a	Nutshell  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .133
Compiling	the	Executive	Summary  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .135

The thesis  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .135
Seller’s	rationale	for	seeking	a	deal   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .140
Seller’s	deal	guidance  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .140

Presenting	the	Company’s	Background  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .140
The	company’s	past	and	present   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .141
Ownership	and	legal	entity   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .141
Employee	info	and	benefits  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .142
Locations	of	offices	and	facilities   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .142
Real estate   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .143
Technology  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .143
Legal disclosures  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .143

Sharing	the	Go-to-Market	Strategy  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .143
Description	of	market	and	products   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .144
Customer	names  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .146
Info	about	competitors  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .146

Doing	the	Numbers  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .147
Historical	financials  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .147
Financial	projections  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .150
Balance	sheet	basics  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .150
Income	statement	basics  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .151
Losses	on	the	books  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .153
Accounts	receivable	terms  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .153



x      Mergers & Acquisitions For Dummies

Fixed	assets	(equipment)  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .154
Inventory  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .154
Intangible	assets   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .154

CHAPTER 9: Properly Expressing Interest in Doing a Deal  .  .  .  .  .  . 157
Understanding	the	Indication	of	Interest   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .158
Including	Key	Bits	of	Information	in	an	Indication	of	Interest   .  .  .  .  .  .159

Preamble,	platitudes,	and	Buyer	background  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .160
The	proposed	deal:	Valuation	range	and	other	 
considerations  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .160
The legalese  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .163
An	enthusiastic	send	off  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .163

CHAPTER 10: Ensuring Successful First Meetings between  
Buyer and Seller   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 165
Understanding	the	Importance	of	Meeting	in	Person  .  .  .  .  .  .  .  .  .  .  .  .  .166

The	buyer	gets	to	interact	with	key	management   .  .  .  .  .  .  .  .  .  .  .  .  .166
Both	sides	perform	due	diligence	on	the	other   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .166
The	parties	gauge	chemistry  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .167

Ironing	Out	Management	Meeting	Logistics  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .167
Assembling	key	players   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .168
Agreeing on a venue  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .168
Setting	the	meeting	agenda  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .169

Perfecting	the	Seller’s	Presentation   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .170
Gathering	the	right	material   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .171
Making	Seller’s	presentation	shine  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .171

Prepping	Buyers	for	Management	Meetings   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .172
Reading	the	Tea	Leaves:	Did	the	Meeting	Go	Well?  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .173

PART 4: FIRMING UP THE DEAL  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 175

CHAPTER 11: An Insider’s Guide to M&A Negotiating  .  .  .  .  .  .  .  .  .  .  .  .  . 177
Keys	to	Negotiating	Success   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .177

Know	your	position  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .178
Remember	the	goal:	Closing	a	deal   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .178
Negotiate	with	the	decision-maker  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .179
Bend where you can  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .180
Take	it	one	day	at	a	time   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .180
Remember	your	ABNs:	Always	be	negotiating  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .180

Using	Successful	Negotiating	Tactics  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .181
Say	“Here’s	the	deal	that	gets	it	done”  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .181
Pick	up	the	phone  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .181
Offer	a	conditional	if-then	agreement  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .182
Understand	that	the	first	who	speaks	loses   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .183



Table of Contents      xi

Don’t	be	afraid	to	haggle   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .183
Beware	of	a	bad	bluff  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .183

Avoiding	Common	M&A	Negotiating	Mistakes  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .184
Surviving	Unforeseen	Twists	and	Turns  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .186

Getting	a	deal	gone	sideways	back	on	track  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .187
Negotiating	in	good	faith  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .187

CHAPTER 12: Crunching the Numbers: Establishing  
Valuation and Selling Price   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 189
What’s	a	Company	Worth?	Determining	Valuation   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .189
Meeting	in	the	Middle:	Agreeing	on	a	Price  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .192

Testing the waters  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .192
Buyers:	Measure	returns  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .193
Sellers:	Create	a	compelling	valuation  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .194

When	Buyer	and	Seller	Disagree:	Bridging	a	Valuation	Gap  .  .  .  .  .  .  .  .196
Using	an	earn-out	to	prove	valuation  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .197
Settling	a	valuation	disagreement	with	a	Seller	note  .  .  .  .  .  .  .  .  .  .  .197
Paying	for	a	company	with	stock .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .197
Selling	less	than	100	percent	of	the	company   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .200

Dealing	with	Renegotiation   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .200

CHAPTER 13: LOI and Behold: Making or Receiving an Offer  .  .  .  . 203
Signaling	Sincerity	with	a	Letter	of	Intent   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .203
Understanding	the	Salient	Issues	in	the	LOI  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .205

Salutation	and	preamble   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .206
Valuation	and	deal	structure  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .206
Holdback	and	escrow  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .207
Representations	and	warranties  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .207
Financing  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .208
Due	diligence	and	timing  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .209
Approvals	and	conditions  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .209
Role	of	management  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .209
Access	to	information  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .209
Expenses  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .210
Exclusivity  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .210
Non-disclosure	and	publicity  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .210
Nonbinding	agreement   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .211
Governing	law	or	jurisdiction  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .211

Agreeing	to	and	Extending	Exclusivity  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .211
Considering	exclusivity	in	pre-emptive	bids   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .211
Running	out	of	time:	Prolonging	exclusivity   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .212

You	Have	a	Signed	LOI —	Now	What?   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .213



xii      Mergers & Acquisitions For Dummies

CHAPTER 14: Confirming Everything! Doing Due Diligence  .  .  .  .  .  . 215
Digging	into	the	Due	Diligence	Process  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .216

Getting	the	process	underway   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .216
Allowing	enough	time	for	the	due	diligence	phase   .  .  .  .  .  .  .  .  .  .  .  .216
Covering	the	expense  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .217
Conveying	the	due	diligence	info	to	Buyer   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .218
Business	as	usual:	Running	the	company	during	 
due diligence   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .218

Providing	Appropriate	Information   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .219
Corporate	info  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .220
Operations  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .221
Financials   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .221
Sales	and	marketing	info  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .222
Real estate and facilities info  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .223
Fixed	assets   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .224
Inventory  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .224
Supplier	info  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .225
Intellectual	property  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .225
Human	resources   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .226
Debt	and	financial	dealings  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .226
Environmental	concerns  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .227
Taxes  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .228
Contract	information   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .228
Insurance   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .229
Litigation history   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .229
Governmental	filings  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .231

Considering	Requests	for	Additional Information  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .231

CHAPTER 15: Documenting the Final Deal:  
The Purchase Agreement   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 233
Drafting	the	Deal  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .234

Writing	the	first	draft   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .234
Redlining the initial draft   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .235

Navigating	the	Final	Purchase	Agreement  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .235
Confirm	the	name,	rank,	and	serial	number	of	the	deal  .  .  .  .  .  .  .  .237
Determine	what’s	being	sold,	for	how	much,	and	when  .  .  .  .  .  .  .  .237
Know	what	to	bring	to	the	closing   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .237
Review	the	representations	and	warranties  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .239
Secure	against	loss	with	indemnifications  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .243
Agree	on	how	to	handle	a	rep	and	warranty	breach  .  .  .  .  .  .  .  .  .  .  .244
Get	acquainted	with	the	exhibits	and	schedules   .  .  .  .  .  .  .  .  .  .  .  .  .  .244



Table of Contents      xiii

PART 5: CLOSING THE DEAL . . . AND BEYOND!   .  .  .  .  .  .  .  .  .  .  . 247

CHAPTER 16: Knowing What to Expect on Closing Day  .  .  .  .  .  .  .  .  .  .  . 249
Gathering	the	Necessary	Parties  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .249
Walking	Through	the	Closing	Process   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .250

Reviewing	the	flow	of	funds	statement  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .250
Signing	the	final	purchase	agreement	and	other	documents   .  .  .253
Distributing	the	funds:	Show	me	the	money!  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .254
Popping	the	champagne   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .254

Tying	Up	Loose	Ends	Shortly	after	Closing   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .255
Allowing	time	to	fully	close	the	books   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .255
Making	a	working	capital	adjustment  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .255

CHAPTER 17: Handling Post-Closing Announcements and 
Adjustments  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 257
Start	Spreading	the	News  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .257

Telling	Seller’s	employees	about	the	deal  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .258
Making	a	media	announcement  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .259

Following	Through:	The	Deal	after	the	Deal   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .260
Closing	the	loop	on	post-closing	adjustments   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .260
Wrapping	up	the	contingent	payments  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .261

Dealing	with	Disputes  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .262
Handling	breaches   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .262
Making	claims	against	escrow  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .264

CHAPTER 18: Come Together: Integrating Buyer and Seller  .  .  .  .  . 265
Planning	the	Integration  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .266

Assembling	a	Buyer’s	transition	team   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .266
Determining	the	level	of	autonomy   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .267
Covering	the	carve-out	bases   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .267
Communicating	with	Seller	before	the	close  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .268
Transition	process:	Planning	the	first	90	days   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .269

Culling	Products	and	Services  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .271
Combining	Operations,	Administration,	and	Finance   .  .  .  .  .  .  .  .  .  .  .  .  .272
Handling	Personnel:	Successful	First	Steps	for	New	Owners  .  .  .  .  .  .  .274

Addressing	cultural	differences  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .274
Resolving	conflict  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .277
Acting	like	a	leader	at	all	times   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .279
Making friends  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .280
Instituting	accountability   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .281
Firing	people  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .282



xiv      Mergers & Acquisitions For Dummies

PART 6: THE PART OF TENS  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 285

CHAPTER 19: Ten Considerations Prior to Signing an LOI  .  .  .  .  .  .  .  . 287
Is	the	Deal	Too	Good	to	Be	True?  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .287
How	Is	the	Buyer	Financing	the	Deal?   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .288
How	Much	Cash	Is	in	the	Offer?   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .288
What	Are	the	Conditions	of	Escrow? .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .288
Is	the	Deal	a	Stock	or	Asset	Deal?  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .288
How	Does	the	Deal	Settle	Working	Capital Issues	Post-Closing?  .  .  .  .289
Is	the	Inventory	100	Percent	Salable?  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .289
Who	Pays	Off	Any	Long-Term	Debt	and	What	Happens	 
to	the	Line	of	Credit?  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .290
What	Are	the	Tax	Implications	of	the	Seller’s	 
Accounts	Receivable?   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .290
Is	the	Seller	Signing	a	Noncompete	Agreement	with	the	Buyer?  .  .  .  .290

CHAPTER 20: Ten Major M&A Errors and How to  
Avoid Them  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 291
Assuming	the	Deal	Is	Done	after	the	LOI	Stage   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .291
Being	Unprepared	for	Due	Diligence  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .292
Asking	for	a	High	Valuation	with	No	Rationale  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .292
Figuring	Buyers	Won’t	Discover	Problems	in	the	Financials  .  .  .  .  .  .  .  .292
Underestimating	the	Other	Side’s	Sophistication  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .293
Failing	to	Understand	Who	Really	Has	the	Power   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .293
Withholding	Material	Information   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .293
Blabbing	about	the	Deal	Before	It	Closes   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .294
Calling	the	Seller’s	Employees	without	Permission   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .294
Contacting	a	Seller’s	Customers	or	Vendors	 
without	Authorization  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .294

CHAPTER 21: Ten Possible Ways to Solve Valuation 
Differences .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 297
Payments	over	Time  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .297
Earn-Out	Based	on	Revenues   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .298
Earn-Out	Based	on	Earnings  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .298
Earn-Out	Based	on	Gross	Profit   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .299
Valuation	Based	on	a	Future	Year  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .299
Partial Buyout .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .299
Stock	and	Stock	Options  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .300
Consulting	Contract   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .300
Stay	Bonus   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .300
Combo	Package  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .301

APPENDIX   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 303

INDEX   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 333



Introduction      1

Introduction

In every job  — whether it be sales, managing retail establishments, raising 
 capital, crunching numbers, writing, working with venture capitalists, creating 
online ventures, or working investment banking deals (I’ve done all these, by 

the way) — you quickly discover that you need a whole new set of rules, lingo, 
conventions, and nomenclature. And more often than not, what you need to know 
to excel at your job can be distilled into just a few salient points. If you’re lucky, 
you bump into a wise old sage who, upon experiencing your questioning, utterly 
confused face, and dispirited body language, simply says, “Forget all that other 
stuff; here’s what you really need to know.” Enter Mergers & Acquisitions For 
Dummies, an inside look at the process of buying and selling companies.

Although companies change hands every day, buying and selling can mean many 
things and take many forms. Who or what is the Buyer or Seller? What kind of 
transaction is it? How will the Buyer finance the deal, and what does the Seller 
receive? These are only a few of the considerations in any given mergers and 
acquisitions (M&A) deal. It’s so confusing!

As a result, business owners, some of the main participants in M&A, are often 
completely befuddled when the time comes to sell their businesses or make 
 acquisitions. They don’t know anything about M&A because they’ve been focused 
on their own businesses and not on the business of buying and selling 
companies.

That’s why I wrote this book — to serve as your wise old sage as you jump into the 
wild M&A world.

About This Book
Although the M&A process, like any sales process, involves a step-by-step 
approach, I’ve written this book so you can simply refer to whatever section you 
need to read. Scan the index and table of contents and then go directly to the 
information you need.
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When a Buyer and Seller are negotiating a deal, they’re on opposite sides of the 
table. The Buyer wants to get the best (that is, lowest) price, and the Seller wants 
to get the best (that is, highest) price. This book isn’t slanted one way or another. 
It’s not pro-Buyer or pro-Seller. Deals get done only when Buyer and Seller find 
common ground and agree to price and terms.

During the M&A process, many of the steps and techniques I discuss in this book 
apply to Buyers, Sellers, or both. I highly recommend Sellers read the Buyers’ 
information and vice versa. My hope is that this book provides some insights for 
both sides by helping each side see things from the other’s perspective. Under-
standing the other side’s motivation and rationale is key to getting a deal done. If 
you know what the other side is seeking or why she’s asking for something in a 
particular way, you’re in a better position to provide an answer that helps move 
the deal to a close. And closing deals, ladies and gentlemen, is what M&A is all 
about.

Conventions Used in This Book
I use a few conventions throughout this book to help make it more accessible:

 » I format new words in italic and accompany them with definitions.

 » Bold text highlights the active parts of numbered steps and signals the 
keywords in bulleted lists.

 » Web sites appear in monofont. In some cases, Web addresses may have 
broken over more than one line during the book’s printing. Just type the 
address exactly as you see it; I haven’t added any characters to mark the line 
break.

 » Because “mergers and acquisitions” is kind of an unwieldy phrase, I often use 
the abbreviation “M&A.” You see it in the field all the time anyway, so why not 
use it here?

 » One challenge in this book is that two distinct yet related groups of people 
(Buyers and Sellers) may read this title. When I use “Buyer,” I’m referring to the 
individual or executives in a company seeking to acquire another company. 
When I use “Seller,” I’m referring to the owner of a company or the owner’s 
representatives (executives or advisors). I also use “you” to address you, dear 
reader, directly, even though the text in question may not apply to your 
specific situation. In those cases, I clearly alert you to whether I’m talking 
about Buyers or Sellers.
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What You’re Not to Read
My goal for this book was to write an easy-to-read, introductory look at the world 
of mergers and acquisitions. At times, however, some of the text may be a bit 
technical and in-depth, so turned those parts into sidebars (those shaded gray 
boxes) or marked them with a Technical Stuff icon. You don’t need to read those 
parts unless you really, really, really, really want to know more.

Foolish Assumptions
I assume you bought this book for any number of reasons:

 » You’re a business owner or executive of a middle market or lower middle 
market company and are interested in selling a division, subsidiary, or 
entire company.

 » You’re an executive of a company and are interested in acquiring middle 
market or lower middle market companies.

 » You’re a business student who is interested in discovering more about 
mergers and acquisitions.

 » You know a lot about your specific business but little or nothing about the 
business of buying or selling businesses.

You may be asking yourself, “Why the specific delineation of middle market and 
lower middle market companies?” Those two market segments, defined roughly 
as companies of $250 million to $1 billion in revenue (middle market) and  
$20 million to $250 million in revenue (lower middle market), are often over-
looked by larger banks. The deals aren’t as large, the companies aren’t as famous 
or “sexy,” and when you have a plethora of top-tier MBA grads all clamoring to 
make a  million bucks a year, the smaller fees from these smaller deals just aren’t 
of interest.

Although the lower middle market deals aren’t front-page headline blockbusters, 
the fact is the middle market and lower middle market are comprised of many 
more companies than the Fortune 500, which, when you think about it, is exactly 
500 companies. The owners and executives of many, if not most, lower middle 
market companies are wholly unfamiliar with the business of selling a business 
and are therefore the perfect audience for this book. But although middle market 
and lower middle market company execs may be this book’s target audience, the 
information here is applicable for just about any kind of business sale transaction.
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How This Book Is Organized
I organized Mergers & Acquisitions For Dummies in five essential parts. These parts 
cover the main facets of doing deals, from an introduction to the basics to the 
courting process to the documents and meetings involved to integrating Buyer 
and Seller.

Part 1: Mergers & Acquisitions 101
Part 1 gives you the lowdown on M&A’s foundations. Chapter 1 introduces you to 
some of the basic building blocks in the M&A world: words, phrases, decorum, 
players and their motivations, and generally accepted steps to buying and selling 
companies. Chapter 2 analyzes the rationale and motivations of Buyers and Sellers 
so that you can better understand the folks on the other side of the table (and 
maybe get some insight into your own goals as well). In Chapter 3, I provide an 
outline of the generally accepted M&A process; you have a much better chance of 
making a successful deal when you know what steps to follow.

Part 2: Taking the First Steps  
to Buy or Sell a Company
When you actually want to do deals, as opposed to merely thinking about doing 
deals, Part 2 gets you started on the first steps. You need money (or seashells, 
cigarettes, or some form of consideration that the Seller finds acceptable), and 
Chapter  4 offers some thoughts about financing M&A deals. Every deal-maker 
needs a little (well, a lot of) help, so Chapter 5 lays out the advisors you need in 
order to successfully buy or sell companies. M&A is really a form of dating, except 
with meetings, boring documents, and grueling travel. Chapter  6 provides you 
with colorful tips for successfully approaching Buyers or Sellers and explains why 
M&A is one of the few industries where selling is easier than buying.

Part 3: Starting the Deal on the Right Foot
In this part, I show you how to get going on a deal. Chapter 7 quietly discusses the 
cloak-and-dagger world of confidentiality. Chapter 8 deals with the offering doc-
ument, which is basically the story a Seller tells a Buyer about the company, as 
well as how to write it and what to look for when you review it. M&A requires a 
certain level of discretion, and that level is high! In Chapter 9, I introduce you to 
the form and function of the indication of interest (IOI — this field loves its ini-
tialisms) that Buyer offers Seller when Buyer’s ready to move from talking about 
doing a deal to providing specific thoughts on an actual deal. (What can I say? 
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M&A loves crafting documents, too.) The next steps are the management meet-
ings between Buyer and Seller; Chapter  10 helps you navigate these meetings, 
which don’t have fancy abbreviations but can be tricky.

Part 4: Firming Up the Deal
When Buyer and Seller agree to do a deal, what’s next? Part  4’s topics, that’s 
what! First, Buyer and Seller have to agree to terms; M&A deals involve layer upon 
layer of complexity that you can and should negotiate. Chapter 11 takes you to the 
smoke-filled back rooms where deals are made; all cigar-chomping is figurative.

Chapter 12 plows the fields of valuation for you and reaps an answer to that most 
nagging of questions: What the heck is this company worth?

When Buyer and Seller want to stop playing the field and get married, they move 
on to the letter of intent (LOI). Chapter 13 takes you through the ins and outs of 
this key document. Due diligence is the next key phase; it’s where Buyer and Seller 
confirm certain facts from the other side just to be safe. Chapter 14 fills you in on 
what to expect during the confirmatory due diligence phase. Chapter 15 provides 
insight about converting the LOI and the results of due diligence into a final, bind-
ing purchase agreement.

Part 5: Closing the Deal . . . and Beyond!
Part 5 helps you successfully conclude the deal. In Chapter 16, you get the insider’s 
look at that important day. Chapter 17 details all the sordid adjustments one side 
or the other makes after the closing. After the deal is done and a new day has 
risen, Buyer and Seller must integrate and learn to live together. Integrating Buyer 
and Seller can be a difficult proposition that many people don’t think about, so 
Chapter 18 tackles this hidden issue.

Part 6: The Part of Tens
The Part of Tens is a For Dummies classic, so of course this book includes it as well. 
Chapter  19 clues you in to important questions to ask before signing an LOI.  
In Chapter 20, I warn you against mistakes that can sink a deal, and Chapter 21 
offers ways to come to an agreement on valuation. I also give you an appendix full 
of resources such as a due diligence checklist, helpful online sources, and some 
sample M&A documents.
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Icons Used in This Book
I use the following four icons throughout this book to help draw your attention to 
particularly important or salient bits of information (and let you know what bits 
aren’t essential):

This icon denotes info that can save you time and/or hassle as you work through 
a deal.

The Remember icon flags important points and concepts worth searing into your 
memory banks.

The text next to this icon is useful but not vital to the topic at hand; you can skip 
it if you’re in a hurry or just want the need-to-know information.

I use this icon to highlight potential M&A disasters you want to avoid.

Where to Go from Here
No matter your immediate interests or needs, I highly recommend reading 
 Chapter 3, which provides an overview of the process. An understanding of the 
typical steps involved in a business sale can help you as you read other specific 
sections. From there, you can dive in and out of this book as you please. You will 
also find a handy “cheat sheet” for this book on dummies.com. Just search for 
Mergers and Acquisitions For Dummies Cheat Sheet from the Dummies.com 
home page.

Beyond this book, the best advice I can offer for anyone who wants to buy or sell 
companies or work as an advisor in the M&A industry is to get off your duff and 
get in the game. Books are great, and I certainly hope you find Mergers & Acquisi-
tions For Dummies to be an extremely valuable resource, but the fact remains that 
the best way to learn something is to do it yourself. The only way you can truly get 
a handle on buying and selling companies is to actually buy and sell companies.

I’m a big believer in “ground up” learning. No, I’m not talking about deli meats; 
I’m talking about getting your hands dirty and learning business from the ground 
up. You’re going to make mistakes, but finding out what doesn’t work is the best 

http://dummies.com
http://Dummies.com
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way to learn. If you want to be successful in M&A (as a Buyer, a Seller, or an inter-
mediary), you’re best served if you can talk from a level of actual experience. 
Those experiences should ideally include successfully selling a product or service, 
interacting with customers, hiring and firing employees, merchandising, market-
ing, working in human resource compliance, banking, making a payroll, filing 
taxes, and bookkeeping. (Mopping some floors and scrubbing a few toilets won’t 
kill you, either.) You don’t want to be the only one at the table who hasn’t dealt 
with real-world business issues and problems. Being the least-qualified person in 
the room is never a good thing!

One of the big ironies for the investment banking world is that most people who 
do what I do didn’t start their careers with the plan of being an investment banker. 
I’m often asked how to get into the investment banking industry. I always say the 
same thing: “Most of us who do this didn’t choose this career. Go do something 
else. Get involved in a business first, and then segue into investment banking.”

One final thought: One of the keys to M&A is accounting. If your accounting skills 
are suspect (or nonexistent), you need to take a class, stat! Most community col-
leges offer accounting classes, and you can probably audit the class instead of 
taking it for credit.
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IN THIS PART . . .

This part delves into the basics of M& A: The players, 
their motivations, the terms, the nomenclature, the 
conventions of the industry, and the rules and regulations. 
I also discuss reasons to buy or sell a company, and I walk 
you through the generally accepted process of buying or 
selling a company on a step-by-step basis.
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Chapter 1
The Building Blocks of 
Mergers and Acquisitions

Mergers and acquisitions is a complicated field, so this chapter provides a 
basic overview: an introduction to the basic terms and phrases, a discus-
sion of decorum and the basic M&A process, a look at the players and the 

category of deals, and my handy-dandy guide to helping business owners deter-
mine what kind of businesses they have.

Defining Mergers and Acquisitions
Mergers and acquisitions (or M&A for short — the M&A world is rife with acronyms 
and initialisms) is a bit of a catchall phrase. For all intents and purposes, M&A 
simply means the buying and selling of companies. When you think about it, merg-
ers and acquisitions aren’t different; they’re simply variations on the same theme.

In the strictest sense, a merger is a combination of two or more entities where each 
merging entity has an equal stake in the new enterprise and each merging entity 
has a very clearly defined role in the new entity. This ideal is the vaunted merger 
of equals. Daimler’s 1998 combination with Chrysler was a merger of equals. In a 
more practical sense, so-called mergers of equals are rare; one side usually ends 

IN THIS CHAPTER

 » Becoming familiar with the main 
vocabulary of mergers and 
acquisitions

 » Understanding the rules of the road

 » Opening your eyes to potential costs

 » Figuring out where your company fits
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up controlling the enterprise. For example, the years following the Daimler-
Chrysler merger showed that Daimler executives planned all along to control the 
combined entity.

Although actual mergers do occur, most of the activity in the M&A world centers 
on one company buying another company, or the acquisitions category. I like to 
think using the word merger keeps the uninitiated on their toes; plus, talking 
about combining two companies as equal partners rather than about committing 
a hostile takeover sounds much more egalitarian.

Mergers are far less common than acquisitions. An acquisition is when one com-
pany buys another company, a division of another company, or a product line or 
certain assets from another company. Actually, an acquisition is when any kind of 
business purchases another part (or all) of another business. Although some com-
panies grow organically (from within by creating and selling products or services), 
an acquisition allows a company to bypass the growth stage by simply buying 
existing sales and profits. Starting up a new product line may be less expensive 
than buying an existing one, but the market may take a while to adapt to the new 
product, if it does at all. For this reason, buying other companies rather than rely-
ing on organic growth may make sense for a particular company.

The fact that one can transfer a company’s ownership through a sale often comes 
as a bit of surprise to many people (including many business owners, believe it or 
not). Business owners, especially owners of middle market and lower middle 
market companies (with revenues between $250 million and $1 billion [middle 
market] and between $20 million and $250 million [lower middle market]), have 
spent their careers building a company, so the process of selling a business is 
often something new and foreign to them.

In addition to being an activity, M&A is an industry. As this book illustrates, the 
steps to doing a deal, the names of documents and processes, the conventions, 
and the sundry tips and insights I provide are all based on de facto industry stan-
dards that have developed over time, and my humble hope is that this book helps 
introduce you to those standards and conventions.

Introducing Important Terms and Phrases
Like any topic, M&A has a language that you have to get a handle on to understand 
the field. Although I introduce many more terms and phrases throughout the 
book, the following words are part of the basic building blocks of M&A.
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The lingua franca of M&A is an amalgam of accounting and banking terms sprin-
kled with initialisms, acronyms, and words and phrases adjusted and twisted to 
suit certain needs at certain times. Pay close attention to the terms I define 
throughout the book. Although some are tricky, I use them all for a reason.

Buyer
You can’t sell something unless you have a buyer for it. Although Buyers (both 
potential and actual) are typically companies or entities, I often refer to them as 
individuals for clarity.

In documents and contracts and agreements, you usually see Buyer as a defined 
term, which means it’s capitalized. When you read those documents, Buyer looks 
like the name of a person. In fact, to make it seem really formal, M&A profession-
als often drop the word the from Buyer.

“Buyer” isn’t a one-size-fits-all category. A Buyer may acquire all or part of a 
company, the stock of the company, or certain or all assets and even assume some 
of the liabilities. Despite this wide variety of possibilities, Buyers typically fall into 
four broad types:

 » Strategic Buyers: These Buyers are other companies planning to combine 
operations of the two companies to some extent (as opposed to buying 
strictly for financial reasons). For example, when Oracle buys a company, 
Oracle is considered a strategic Buyer because it buys companies that have 
some sort of synergy to its business.

 » Financial Buyers: Financial Buyers are funds of money that buy companies. 
Financial Buyers of middle market and lower middle market companies are 
typically private equity (PE) funds, which are essentially large pools of money 
(see Chapter 4 for more).

 » Other companies backed by PE funds: The company will be the new owner 
of the acquired company, but another entity (the fund) is providing the dough 
to do the deal.

 » Individuals: Although it happens, an individual buying a middle market or 
lower middle market company is rare. When individuals buy companies, those 
companies tend to be small retail shops, consulting firms, or construction 
companies. Typically, these companies have revenues of less than $1 million.



14      PART 1  Mergers & Acquisitions 101

As a Seller, know that who’s on the other side of the negotiating table may change 
the way your M&A process works. Are the Buyers experienced deal people, or 
are they new to the process? For example, if your Buyer is a PE firm, rest assured 
that the people you’re negotiating with know exactly what they’re doing.

Seller
You can’t buy something unless you have a Seller. Like Buyers, Sellers usually 
aren’t individuals, though I often refer to them in the singular here for clarifica-
tion purposes. Seller is a defined term, meaning it’s capitalized for the purposes of 
documents and contracts.

Here’s a quick look at the types of Sellers you may find in the world of M&A:

 » The spinoff: A company may be divesting a division, a product line, or 
certain assets.

 » The change of control: This company is selling enough of itself (more than  
50 percent) to result in a change of control. In these cases, the owner or 
owners most likely receive the money. Colloquially, this approach is called 
taking some chips off the table.

 » The recap: Sometimes an owner wants to take some chips off the table 
without giving up control of the company. This situation is called a recapitaliza-
tion, or recap for short.

 » The growth capital: A Seller may issue more stock for the purposes of raising 
capital to invest in the business. In this case, the owner isn’t actually selling the 
company but rather selling more stakes in the company. The money from the 
sale doesn’t flow to the owner; instead, the company retains the money to 
fund growth.

Remembering why the Seller is selling the company, how much of the company he 
or she is selling, and where the money goes is key. Follow the money.

M&A PERSONALITY TYPES
Regardless of whether you’re buying or selling, one helpful trick for getting deals done  
is to assess the personality of your negotiating counterpart. Based on my experience, 
you’re liable to run across the following types of people:

• The highly motivated: This person has to get a deal done or he’s doomed. He’s so 
desperate to do a deal that he may — strike that, will — leave dollars on the table.


