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“ " MVB - PVB C
C= 7MVB + MVEg*PVB
= 1 200 000—-900 000 + 900 000—900 000
=300 000+0
=300 000
B 2

= ~MVy + MVy—PVy

1 200 000-900 000 + 1760 000900 000
=300 000+ 120 000

=420 000

B 1 ” A B

127 -



120

16 000 1 200 000 75

16 000 >x75-900 000=300 000
B A

_ 16000
100 000+ 16 000

X xX100% =13.8%
B 40
PV =PV, +PVy+400 000
=7 500 000+900 000+ 400 000
=8 800 000
A B
XPV,—PVE=0.138 8 800 000 —900 000

=314 000

A B

0.862 0.138

7 586 000 1 214 000
100 000 64 000
75.86 20.23

16 000Xx75.86—900 000=314 000
60 000>20.23-900 000=2314 000
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Management Buy — Out



130 -



131 -



10

80

" Leverage Buy — Out LBO

50 %

10%

132 -

90 %

1981



1983
1300

1988

wC

WwC

5%
1986 1988
“ Q ” 13 Q

Q p—
1965 1.3 1981 0.52
" Increased Leverage “ ”
70 EP
wC
wC

133 -

60

1981



wC wC EP
Contributed Margin
EP
wC 7 000 000 650 000
400 000 wC EP 2 000 000
5 wC
wC 1 200 000 Senior debt
13% wC
5
600 000
5 100 000 wC 5
40 % wC
100 000
1 156 000 185 177 1 014 823
2 131 927 209 250 805 573
3 104 724 236 453 569 120
4 73 986 267 191 301 929
5 39 248 301 929
1 200 000 13% 341 177
1 96 000 87 245 512 755
2 82 041 101 204 411 551
3 65 848 117 397 294 154
4 47 065 136 180 157 974
5 25 271 157 974
600 000 16% 183 245
@
) 40% @ 60% @

134 -



0 1 2 3 4 5
650 000 650 000 650 000 650 000 650 000 650 000
252 000 213 968 170 572 121 051 64 519
398 000 436 032 479 428 528 949 585 481
159 200 174 413 191 771 211 580 234 192
238 800 261 619 287 657 317 369 351 289
+ 120 000 120 000 120 000 120 000 120 000
358 800 381 619 407 657 437 369 471 289
- 272 422 310 454 353 850 403 371 459 903
86 378 71 165 53 827 33 998 11 386
200 000 438 800 700 419 988 076 1 305 445 1 656 734
1 800 000 1 527 578 1 217 124 863 274 459 903
2 000 000 1966 378 1 917 543 1 851 350 1 765 348 | 1 656 734
90 % 78 % 63% 47 % 26 % 0%
wC 5
_ 1656 734 15 . _ a9
ROE Rate of Return = 200 000 1=53%
100 000 40%
537 824 100 000 X 1+40% 5=537 824 1
118 910 " 62 %
10%
30 %
509% ~60%
“ " “ " Mezz anine
Money

135 -



70

26

70

6%

136 -

21

675

BB

15%



20
4.75%
1100

4%

1986

1983 12

1986

100

200

137 -

1980

9500

6000

10

600



1984 ~ 1988 600
1988 2 “ "’ “ "
80 80
2350 2800 1713
1988 : “ !
250 99.04 % “ "
15900 0.6%

1988 14

A 1990 2 20

138 -



139 -



140 -



0.5%
0.5%

141 -
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80

Aceo

142 -

Aceo

80
2000



1983

AW N o~ .

Lenox

Lenox

Brown—Forman

Lenox

Brown

2.33%

143 -

Lenox

Brown



33 39

25 10 4
9.72%
1985  Mnlti — Media “ "
FMC “ "
70 25 4 523 FMC
65 16 80
90
2
1988 “ ” 60 8
“ ” 33 . 3 % 6 1] ”
-1.3% 20.7% 2
+5.6%
80 ‘ "
30 500 14 ‘ "’

144 -



Beatrice Company

Beatrice

”

Beneficial

LTS

200

270

20%

145 -

Reolon

2350

" 1985

3500



UGTC

1988

3%

“ ”u

100% 101%

Harris

Northwess Pipeline

10

1988  RTR Nabisio “

“

Mc Dermott

146 -

]985 @ ”

20%

30



1u
2u

B W N =

"o

147 -

95 %



3.
1987
100
100
1974 — 1984
1986
100

600

" oow

LU

38%

51.4%

100

148 -

90 %

1974 — 1984

148.8%

23

600

26%

65



1962 — 1982

24%
18

1982 “ ”

1984 “ !

52

1982 12 383

195

309%

29

70

1974 - 1979
39%
” 10

149 -

61%



1984 “ "

40 100
100 200
10 20%
30% 10

5%
20%
50 %

“ ” 25 (%)

A~ N -

150 -



100 B 30%

151 -

150



152 -



153 -



—S AN N <t
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154 -
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DTI

EGM

156 -



10.

11.

12.

157 -



1985

4

10%

158 -

30%

5%



10.

11.

12.

13.

14.

15.

30%

28

14

159 -

12



16.

17.

18.

19.

20.

39

21

60

160 -

39

8:30



21(: ”

22.

23.

50%

24.

25.

26.

27.
1985

90 %

21

3 30

28

50 9%

21

161 -

21



28.

4 90 %
29.
1.
@® @
©) @
2.
“ " Success
fee : " Transaction success fee
Lehman Formula
1 5-4-3-2-1
100 5% 100 4%
) 500 7-6-5-4-3
10-8-6—-4-2
&) 200 5% 200 4%
2
“ " Rev erse
Lehman Formula 1-2-3-4-5
1% ~2%
3 25

162 -



3 3%

Total Consideration

“ " Mandate Letters “ " Tomb Stone Adver-
tising
X X
A
B
X X

1
2
3
4
1
2
3

163 -
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Risk Arbitrage

165 -

1-3%



166 -



letter of intent

confidentiality agreerment o~

due dili8ence

|
]

[ acquisition agreanent

definitive

decument review

1
precjosing covenant

2
lega] obpinion letter

financing agreanent

cos — |

Letter of Intent Memo

167 -



of Idea Standing

@
1 Exclusive Negotiation
2 Lock —Up
3 Confidentiaility Agreement
2.

Mandate Letter

Break — Up Fees

168 -




" Feasibitity Study
Escrow Account

3 Preclosing

Time and Responsibility Schedule

Representations Warranties and Covenants

Warrant

169 -




a.

Hold—Back

Indemnity Clause

170 -

" Retention Arrangement

" Deferred Payment

Non—Competition Agreement



B W N =

Earn—Out

Governing Law Jurisdiction and Waiver Clauses

Entire Agreement Clause

171 -



i O >~ ©

10

70

60

172 -



RJR Nabisco

Ross Johnon

”

173 -



N < n O

174 -



Walk Away Price

" Replacement Price

175 -



Power Base Power Amount

Coalition
1990 4
Huffington Co. 5.3
22 2 500
AA
KPMG 3221

000

176 -

425



Covenants to Competition

“ ”

Noncompetition Agreements

177 -



66

178 -

85

~90



179 -



" Seller Financing

180 -



Warner Communications

Commodore International

10%

181 -

Atari



- 182 -

20



1973 THE U.S DEPARTMENT OF COM-

MERCE 1968 4462
16
1972 1988
10
1972 4 801 88 531 16.7 NA NA
1973 4 040 143 323 16.7 NA NA
1974 2 861 173 257 12.5 NA NA
1975 2 297 184 178 11.8 1.6 0.4
1976 2 276 178 126 20.0 2.4 0.9
1977 2 224 162 112 21.9 3.1 1.0
1978 2 106 199 98 34.2 6.3 0.7
1979 2 128 236 119 43.5 5.8 1.5
1980 1 889 187 102 44.3 7.1 3.8
1981 2 395 234 101 82.6 18.8 1.1
1982 2 346 154 121 53.7 5.1 0.8
1983 2 533 125 146 73.1 5.9 2.5
1984 2 543 151 147 122.2 15.1 2.6
1985 3 001 197 175 179.8 10.9 1.4
1986 3 336 264 180 173.1 24.5 5.2
1987 2 032 220 142 163.7 40.4 11.0
1988 2 258 307 151 246.9 55.5 14.5
1979 10% 2128 236 1988
2258 307 550
40 %
550 1972 531
4801 1986 180 34%
52 1980 1988 100

183 -



20

65
69
70
89

1987
1988
1988
1984
1988
1981
1987
1986
1988
1984
1986
1988
1981
1981
1983

1988

1980
1985
1987
1988

British Petroleum United Kingdom
Campeau Canada

Crand Metropolitan United Kingdom
Royal Dutch Shell Netherlands
B.A.T.Ind. United Kingdom

EIf Acquitaine France

Campeau Canada

Unilever Netherlands

News Ltd. Australia

Nestle Switzerland

Hoechst West Germany
Bridgestone Japan

Seagram Co. Canada

Kuwait Petroleum Corporation

Broken Hill Prop. Australia

Maxwell Communications
United Kingdom

Sun Co. Inc

Olympia & York Dev. Canada
Sony Japan

Private group United Kingdom

Standard Oil Ohio

Federated Department Stores
Pillsbury

Shell Oil

Farmers Group
Texasgulf

Allied Stores
Chesebrough — Pond’ s
Triangle Publications
Carnation

Celanese

Firestone Tire

Conoco

Santa Fe International
G.E. Utah International

MacMillan

Seagram Ltd. Canada
Chevron

CBS CBS Records
Koppers

[\
(O8]

DD NN NN W W Wk i i
~

—_ N NN
N O © W

O S = N WD LN

o« O

Multinational Enterprise

Stephen Hymer

184 -

MNE
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Market

Inperfection

186 -
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je)
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- 187 -



NILEVER OF THE NETTERLANDS
3

ROYAL DUTCH SHELL

188 -



1981

1987

189 -

60



1975 1980

40
110 1979 1684 1972 142.5
1979 940 1979
59 % 1981 1985
5%

190 -



191 -



9.

1978

192 -

Gillete
ATT

Merck

Specs

70

Specs



1987 10

1951~1975 180
22.5% 13%
6438

193 -

25.6%

5914

180

35.5%



Letter of Intent

Memorandum of Understanding

194 -



195 -



— N N <t

196 -



Indemnification

197 -

® e



198 -



30

199 -

30



3
4
5
2.
7 6 1933 1940 7 1993
SA 1934 SEA 1935 PUHCA 1939
TIA 1940 ICA 1940 IAA 1970
SIPA 1929
1933 1934
1933
1934
1935
1935 50
1939 500 1988
1987 9

200 -



1940

1940

1960

1970

1978

1982

1933

1934

10-K

3

20

@10-Q

60

1970

60 %

20

@8 -K

201 -

SIPCO

2
Shelf Registration

10%

200

1975



1965 10
1967
1968 7 29

10
5%
13D
13D
2%

13D
80

" Parking
5%

13D

25%

14D

14d 4 7

13D

14 e

13D

12

5%
13D

13D

14D

20

202 -

10% 10%
1970
13D —13G
10 13D
5%
5%
14D 14D
14D
14D 9
14 d 1
14 d



14 ¢ —3
) &) €) 10 b —5 14 e —3
1984 The Insider Trading Sanctions Act of 1984
16 a 16 b 16 a
10% 10% 16 a
16 a
16 b
6

10 b —5
1
2
3

14 ¢ —3

1984
3
1970 RICO the Racketeer In-
fluenced and Corrupt Organizations Act of 1970
RICO
10—5

13 d 5% 10

203 -



11

14 d —1

14 d —4~7

14 ¢

16 a
16 b
1984
1970

1934
1934

o =

N LN B~ W

1961

1971

1965

3
10b -5
10b =5
10 b
5

204 -

14e—3

20

Curtiss Wright

1964

4

10 b =5

1963



Sales Department

Olinkraft
10 b —5
7.
32%
539%
1969 2.6%
1981 1 1984 12 -3%
8.
1
" NYSE 30

205 -



1974

50

11.5%

1.1890
1890

1987

1988

4

4

206 -

1982

15

3.2%



2.1914 1950

1914
FTC 113 ”
1950 12
FTC FTC
3.1976 — — Hart  Scott  Rodino Act of 1976 HSR
1976 9 30
2 FTC
30
20 15

10

3 3
4.1970 RICO

70

Dynamic Oligopoly
and Strategic Competition

207 -



[ I SN VS I S

Relative Cost Efficien-

cies

1950

1962

208 -



1963 PNB

PNB
PNB
1968
1968
75% 25%
1% 75%
15% 1%
70
1974
80 DOJ FTC
1982 6 14
“ " HHI Herfind-
ahl  Hirschman  Index
10 10%  HHI 10x 0.1 2=0.1
DOJ
10 % 10 2=1000 10
57% 43 % 43 1%
HHI 57 2+43x 1 2=3292

209 -



57 1 1 1
HHI
HHI

P-MC_ HHI
P Em

P MC
0

P7#=MC

P-MC_ HHI 1+K

% =

P ~ Em-+E:rSr
HHI
Er
k<0
HHI< 1800
1800 HHI 50

60 %

Em
P—MC
P
K
Sr
k<0
k= 1
HHI< 1000
HHI

210 -

100
HHI

100

MC

1000<
HHI >



2
T
B
1987
70
300
70 1986
2

20%

B 100
40 T 50 %
T 55
60
5
A
10
1976
Ivan Buesky 1975
11 10 93.6%

211 -

60

24 1986



5%

10

18

15

10

—S AN N <t

e}

212 -



3
4
1
2
3
3.
1 -
2 -
3 —_ 14e 3
10b 5 14e—3
4.
1985
Caracas Venezuela
Dennis Levine
Drexel 1986 5 12
1200 1986 6 5
1160 2
Shearson Lehmans Brothers
Ira Sokolow 12.25

213 -



12 9

15 30 300
Wachtell Lipton Rosen & Katy

366

1986 11

5 1987 4 23

Lagand Freres and E. F. Hutton

366

Han Reich

Rondall Celola

14

—_— . Martin Siegel

Boyd L. Jeffoies

1988
9
SEC
1988 12 21
“ ? Parking
1989 3 29
RICO
15.8 300
5.
1980

214 -

Ivan Boesky
5
4 27 28
6
1984—1986
@

Guiness Brewing

366

RICO



Argyll Group Distillers
Morgan Grenfell

1 1986—1987

1988
1989
3737 6 17

1987

27.7% 27.6% 38.8%

215 -
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2+2>4

40 9% 26

218 -

85%

15%



3 600

219 -



@

Beatrice

Sell-Off

@

220 -

Snin-Off

80

Beatrice



Jaguar

Jaguar

Jaguar

Shuton
Shuton

221 -

Jaguar

Jaguar



2+2>4

222 -



- 223 -



224 -



90

10—99

- 225 -

30

100



12

1993

1988
1993

3

4

12

29

13

29

226 -

1992

6

1986

30

4



1989 2

"o

10

1991 11 16

19

91

“ ” u

1989 9 “

227 -

”u

” 6

1992

”ou

1984

18



1993

4 22

93 8 15

228 -

12

112



1933

14D—1

1890

" Tender Offer

14D 1

@

1934

229 -

1993
1934

14d—1

1934

1914

14D—1

14D—1

14d—4



14d—4

60
1934
1934

14d—1

1934

13D
13D 4

106—5

14d—4

13D

5%

14D
©)
@
e
e
1934
10
” 1934
“ " No—Actionletters
d 13d—1
5%

5%

230 -

14D

14D

1934



5%

13d—2 a
13D
14D—1
13D 14D—1
1
14D—1
1934
d
d

231 -

14d—1 b

® O

13D

2%

13D
14D—1

14D—

12



2 1958

3 1958

a.

1960

232 -



10

12

12

11

25%

12

13

14

15

1960

30%

233 -

23

30%—50%
2%

Cash Option

500



16

1960

Reasonable in Contemplation

12

234 -



50 9%

4
Closing Day

12

1975

90 %

21

21

1947

235 -

60

" The First



1979

1

16

236 -

50



W

® &

95%

5%

@ LTS ”

1979 1 16
1979 1 16

95%

237 -



14

18

238 -

21

60



5%

W

[E

® ©00

1957

239 -

7

27
1976

1972



© & 0me

ENSES)

2.2

2.3

3.1

3.2

3.3

-+ 240 -



7.1

7.2

21

7.3

14

7.4

21

® @ 66 e

14

S

21

S

- 241 -



5%

16.

24.

24.

24.

2 e 6

10

35%
35%
35%
35% 50 %
12

35%

242 -

10%



26.2

26.3
26.4

ISHES)

50%

= & 8 6

o

35% 100 %
12

10%
10%

35%

35%
35%

243 -

509%

100 %

10%

12



244 -



75 %

75%

85%

SS
P-5

1.16.1

Sy

P
w

S

75%

75%

SS1

75%

S2

1.16.1
75%
56.25%
Sy

245 -

1963~ 1968

50%

75 %

S SS
75% X 75%
SS
S



60

1970
3
3
2.
A 10
15 A 6 B
18 B
3. Close Company
5 5

246 -



B

A+DB

25%

DA

DA

247 -



Clawback

248 -



Combination Method

Purchase Method

249 -



1994 12 31 1.16.1
1.16.1 P S
1994 12 31
P S
48 000 6 000
30 000 3600
24 000 7200
108 000 12 000
210 000 28 800
12 000 4 800
9 600 3600
20 000
124 000 18 000
44 400 2 400
210 000 28 800
1
P 1995 1 1 18 000 2400
100 9%
S 100 %
— S $20 400
$ 18 000
$2 400
S P
1.16.2 S P
S 20 400
18 000 2 400
1.16.2 P& S
1995 1 1

P S

30 000 6 000 36 000

30 000 3600 33 600

250 -



P S
24 000 7 200 31 200

S 20 400 -
108 000 12 000 120 000
212 400 28 800 220 800
12 000 4 800 16 800
9 600 3 600 13 200
26 400 26 400
120 000 18 000 18 000 120 000
44 400 2 400 2 400 44 400
212 400 28 800 220 800

2
P 1995 1 1 15 600 12 000 S
100 % P 7 200 S
S
S
2 160 2 400 2 640 27 600
—20 400—-2 160 —2 400 S
@) —S $2 160
—S $2 400
$2 640
— S $7 200
S
P
®@ S $ 18 000
S $2 400
— S $ 20 400
1.16.3

251 -



1.16.3

1995 1 1
P S
32 400 6 000 38 400
30 000 3 6000 33 600
24 000 7 200 @2 160 33 360
27 600 @7 200
@20 400
108 000 12 000 @2 400 122 400
D2 640 2 640
222 000 28 800 230 400
12 000 4 800 16 800
9 600 3 600 13 200
36 000 36 000
120 000 18 000 @18 000 120 000
44 400 2 400 @2 400 44 400
222 000 28 800 230 400
1.16.4
1.16.4 P&S
1995 1 1
38 400 16 800
33 600 13 200
33 360 30 000
122 400 36 000
66 000
2 640
120 000
44 400
164 400
$ 230 400 230 400

252 -



P S 100 % 80 %

80% P 10 080 12 000 S
@ — S 27 600 X0.8
S
® S 2 160%0.8 $1 728
S 2 400%0.8 $1 920
S 2 640%x0.8 $2 112
— S 7 200%0.8
©) S
S
— S 20 400%0.8
20 400 X0.2
80% P S
2
S
100%

253 -

80 %

$22 080
$ 10 080

12 000

$5 760

$ 18 000

$2 400

$ 16 320

20%

$4 080



P S
S 10 1 800 P 8 S
800 100 % 3 600 P
S P 8
S 10
— S $ 20 400
—P 8 X1 800
$ 14 400
2 X1 800 $3 600
—P $ 2 400
1.16.5
1.16.5 P
1994.12.31. 1995.1.1.
48 000 48 000
30 000 30 000
24 000 24 000
— S 20 400
108 000 108 000
210 000 230 400
12 000 12 000
9 600 9 600
24 000 24 000
120 000 134 400
3 600
44 400 46 800
210 000 230 400
S
S $ 18 000
S 2 400
— S $ 20 400
1.16.6 1.16.7
1.16.6
1995 1 1
P S
48 000 6 000 54 000
30 000 3 600 33 600
24 000 7200 31 200

254 -



P S
20 400 20 400
108 000 12 000 120 000
230 400 28 800 238 800
12 000 4 800 16 800
9 600 3600 13 200
24 000 24 000
134 400 18 000 18 000 134 400
3 600 3600
46 800 2 400 2 400 46 800
230 400 28 800 238 800
.16.7 P &S
1995 1 1

54 000 16 800

33 600 13 200

31 200 30 000

120 000 24000

54 000

134 400

3600

46 800

184 800

238 800 238 800

255 -



- 256 -

10



1P S
1 800 1994 2 10

@®s p

@S

257 -

$ 1440
$ 1440

$ 1440
$ 1440

$1 800
$ 1440
$ 360

S 1993 11

1 800 80 %

24



—P $ 1 440
— $ 360
$1 800
2P P
1994 1728 S
10 80% 153.6 1920 10x80%
20% 38.4 1920 10x<20% 10
211.2 2 640 10x80% P
P
®S 8 400 P 6 720 8 400 x 80 %
S
— S $6 720
$6 720
@ 1881.6 1 728+153.6 S
$1881.6
— S $1881.6
®) 211.2+38.4
S
$249.6
— S $249.6
@ 6 720 2131.2 1 728 +153.6 +
38.4+211.2
$4 588.8
$4 588.8
3
P S
@ p - — S " S
—S $1881.6
—S $249.6
—S $1728.0
$1900.8
— S P $5760.0
1728 1920 -192 1.900.8 2 112-211.2

258 -



—S $ 18 000
—S $2 400
—S $4 588.8
—0P S $19 468.8
S $1800.0
$3720.0
19 468.8 18 000 +2 400 *x80% +4 588.8 —1 800 < 80 %
3720 18 000 +2 400 X20% —1 800 x20%
$1 680
$1 680
1 680 8 400 X20%
1993 $43 680
— $43 680
— $43 680
—FP S $1 440
E— P $ 1440
P&S
1.16.8 P S 1994
1994
1.16.8
1994
p S
629 640 130 680 760 320
43 680 @43 680
673 320 130 680 760 320
463 320 94 800 D1 881.6 560 001.6
43 680 D43 680
21 480 3600 25 080
66 867.6 15 480 D249.6 82 597.2
32276.4 8 400 40 676.4
627 624 122 280 708 355.2
45 696 8 400 51 964.8
4 588.8 @4 588.8
50 284.8 8 400 51 964.8

259 -



P S
444000 2 400 @2 400 44 400
1993 1 1
@1 680 1 680
94 684.8 10 800 94 684.8
11 400 1 800 @1 800 11 400
83 284.8 9 000 83 284.8
1993 12 31
14 107.2 8 880 22 987.2
21192 7 440 28 632
S 1 440 ®1 440
94 431 10 718.4 105 149.4
— D5 760
S 25228.8 @19 468.8
101 520 10 560 D1 728 113 808
- - D1 900.8 1900.8
257 919 37 598.4 272 477.4
10 000 7 000 17 000
8 634.2 1 798.4 10 432.6
P 1 440 ®1 400 -
360 360
36 000 36 000
@3 720 5 400
®1 680
120 000 18 000 @18 000 120 000
83 284.8 9 000 83 284.8
257 919 37 598.4 272 477.4
1.

260 -



100 %

261 -



262 -



23

1992 5 15

263 -



- 264 -



30

23

90

265 -

30

10



(o) I VS S

7
30
1.
* Investment Bank” “ Merchant Bank”
Merchandiser
of Securities
1 1929
30 19
20 1 ”
1929 10 1930
10 1930 1 350 1931 2 300
1932 1 450 1933
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1.4% 14.5% RJR
55 20% 11

339 -



LBO

1991 1 80 LBO
800 1713
LBO LBO 1
9 10% ~—20 %
LBO 1 000 64
1 000 3.25
LBO
1 000 1980~ 1986 LBO LBO
LBO 14 %
LBO
LBO
36% 33%
LBO
1987
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