
ii 
 

 
     51A Middle Street Newburyport MA       01950 

Phone: 800-588-7039            
contact@bhfe.com                             www.bhfe.com 

Course Information 

Course Title:   Mergers and Acquisitions  #360624 

Recommended CPE credit hours for this course   
CPA: 19  (accepted by all states) 
In accordance with the standards of the National Registry of CPE Sponsors, CPE credits have been 
granted based on a 50-minute hour.  

National Registry of CPE Sponsors ID Number: 107615. 
Sponsor numbers for states requiring sponsor registration 

Florida Division of Certified Public Accountancy: 0004761 (Ethics #0011467) 
Hawaii Board of Accountancy: 14003 
New York State Board of Accountancy (for ethics): 002146 
Ohio State Board of Accountancy: CPE.51 PSR 
Pennsylvania Board of Accountancy: PX178025 
Texas State Board of Accountancy: 009349 

Course Description  
This course shows how to maximize the benefits to be gained from an acquisition, while re-
ducing the risk of failure. It does so by discussing the strategies that are most successful for 
buyers, the steps and pitfalls in the acquisition process, how to gain government approval of 
an acquisition, and how to conduct a sufficiently detailed due diligence investigation. The 
course goes on to address those legal structures that are most beneficial from a tax perspec-
tive, how to develop a sensible purchase price, and how to engage in a seamless operational 
integration. The course also covers acquisition accounting. 

Course Content 
Publication/Revision date: 12/14/2023. 
Author: Steven M. Bragg, CPA.      
Final exam: Ninety-five questions (multiple-choice).  

Program Delivery Method: NASBA QAS Self-Study (interactive) 

mailto:contact@bhfe.com
http://www.bhfe.com/


iii 

Subject Codes/Field of Study: Finance 

Course Level, Prerequisites, and Advance Preparation Requirements 
Level: Overview 
Prerequisites: None 
Advance Preparation: None 

Instructions for Taking This Course 
• Log in to your secure account at www.bhfe.com. Go to “My Account.”
• You must complete this course within one year of purchase (If the course is “Expired,”

contact us and we will add the latest edition of the course to your account (no charge).
• To retain the course-PDF after completion (for future reference) and to enable en-

hanced navigation: From “My Account,” Download and save the course-PDF to your
computer. This will enable the search function (Menu: Edit>Find) and bookmarks (icon
on left side of document window).

• Complete the course by following the learning objectives listed for the course, studying
the text, and, if included, studying the review questions at the end of each major
section (or at the end of the course).

• Once you have completed studying the course and you are confident that the learning
objectives have been met, answer the final exam questions (online).

Instructions for Taking the Online Exam 
• Log in to your secure account at www.bhfe.com. Go to “My Account.”
• A passing grade of at least 70% is required on the exam for this course.
• You will have three attempts to pass the exam (call or email us after three

unsuccessful attempts for instructions).
• The exam is not timed, and it does not need to be completed in one session.
• For a printed copy of the exam questions, open the exam and press "Print Exam."
• Once you pass the exam, the results (correct/incorrect answers) and certificate of

completion appear in “My Account.” A confirmation email is also sent.
• CFP Board and IRS credit hours, if applicable, are reported on Tuesdays and at the

end of the month.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com. 

Learning Objectives 
• Cite the types of acquisition strategies that companies engage in.
• Specify the players involved and documents used in the acquisition process.
• Identify the laws and regulations under which the government reviews proposed ac-

quisitions.
• State the activities that can be engaged in to prepare a business for sale, as well as

the reasons for selling.
• Specify the problems and advantages of data rooms.
• Cite the different types of acquisition valuation methods, the variability of their results,

and why a detailed valuation is of such interest to the seller’s board of directors.
• Recognize the reasons why identified synergies are not shared with the seller.
• Identify the techniques available for acquiring a target business with a hostile takeo-

ver, and the defenses that may be raised against it.

http://www.bhfe.com/
http://www.bhfe.com/
mailto:contact@bhfe.com


iv 
 

• State the areas in which due diligence should be conducted on a target company, the 
specific tasks to be completed, and the impact of due diligence costs on small acquisi-
tions. 

• Cite the advantages and disadvantages of paying for an acquisition with stock, debt, 
or cash from the perspectives of the acquirer and seller. 

• Identify the legal structures used in an acquisition, and why they are used. 
• Recognize the uses of the documents and clauses required to enter into and close an 

acquisition. 
• State the role of the integration team, and the areas in which it is most likely to take 

steps to integrate the operations of the acquirer and acquiree. 
• Specify the accounting required for an acquisition transaction under Generally Ac-

cepted Accounting Principles. 
• Recognize the useful economic life concept. 
• Describe the carrying amount concept. 
• Identify the responsibilities and fee structures of the various acquisition specialists. 
• State the merits and shortfalls of reverse mergers, and how a reverse merger trans-

action works. 
• Specify the required notification period to the SEC when a reverse merger occurs. 
• Recall the concept of the shareholder of record. 

 

About the Author 
 
Steven Bragg, CPA, has been the chief financial officer or controller of four companies, as well as a con-
sulting manager at Ernst & Young. He received a master’s degree in finance from Bentley College, an MBA 
from Babson College, and a Bachelor’s degree in Economics from the University of Maine. He has been a 
two-time president of the Colorado Mountain Club, and is an avid alpine skier, mountain biker, and certified 
master diver. Mr. Bragg resides in Centennial, Colorado. He has written more than 250 books and courses, 
including New Controller Guidebook, GAAP Guidebook, and Payroll Management. 
 
 
Copyright © 2024 by AccountingTools, Inc.  All rights reserved. 
 
Published by AccountingTools, Inc., Centennial, Colorado. 
 
No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any 
means, except as permitted under Section 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 Steven M. 
Bragg, 6727 E. Fremont Place, Centennial, CO 80112. 
 
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 written sales materials. The advice and strategies contained herein may not 
be suitable for your situation. You should consult with a professional where appropriate. Neither the publisher nor 
author shall be liable for any loss of profit or any other commercial damages, including but not limited to special, 
incidental, consequential, or other damages. 
 
For more information about AccountingTools® products, visit our Web site at www.accountingtools.com. 
 
ISBN-13: 978-1-64221-060-6 
Printed in the United States of America  



v 
 

Table of Contents 
 
Course Information ..................................................................................................................................... ii 
Learning Assignment & Objectives ......................................................................................................... iii 
About the Author ........................................................................................................................................ iv 
Table of Contents ........................................................................................................................................ v 
Chapter 1  Acquisition Strategy ................................................................................................................ 1 

Learning Objectives .................................................................................................................................................. 1 
Introduction ............................................................................................................................................................... 1 
The Sales Growth Strategy ........................................................................................................................................ 1 
The Geographic Growth Strategy .............................................................................................................................. 2 
The Product Supplementation Strategy ..................................................................................................................... 2 
The Full Service Strategy .......................................................................................................................................... 3 
The Vertical Integration Strategy .............................................................................................................................. 3 
The Adjacent Industry Strategy ................................................................................................................................. 4 
The Diversification Strategy ..................................................................................................................................... 4 
The Market Window Strategy ................................................................................................................................... 5 
The Asset Stripping Strategy ..................................................................................................................................... 5 
The Blocking Strategy ............................................................................................................................................... 5 
The Bolt-on Strategy ................................................................................................................................................. 6 
The Skills Transfer Strategy ...................................................................................................................................... 7 
The Expertise Strategy .............................................................................................................................................. 7 
The Low-Cost Strategy ............................................................................................................................................. 8 
The Industry Roll-up Strategy ................................................................................................................................... 8 
The Size Consideration ............................................................................................................................................. 8 
The Competitor Consideration .................................................................................................................................. 9 
The Weak Link Consideration................................................................................................................................. 10 
The Ego Consideration ............................................................................................................................................ 10 
The Failings of Acquisition Strategy ....................................................................................................................... 10 
Summary ................................................................................................................................................................. 11 
Review Questions .................................................................................................................................................... 12 

Chapter 2  The Acquisition Process ....................................................................................................... 13 
Learning Objectives ................................................................................................................................................ 13 
Introduction ............................................................................................................................................................. 13 
The Acquirer’s Acquisition Process ........................................................................................................................ 13 

Researching Target Companies .......................................................................................................................... 13 
The Initial Contact .............................................................................................................................................. 14 
The Non-Disclosure Agreement ......................................................................................................................... 15 
The Letter of Intent ............................................................................................................................................. 15 
Due Diligence ..................................................................................................................................................... 16 
Final Negotiations ............................................................................................................................................... 16 
Post-Acquisition Review .................................................................................................................................... 16 
Summary ............................................................................................................................................................. 17 

The Seller’s Acquisition Process ............................................................................................................................. 17 
Hiring an Investment Banker .............................................................................................................................. 17 
Identifying Buyers .............................................................................................................................................. 19 
Approaching Buyers ........................................................................................................................................... 20 
The Teaser Letter ................................................................................................................................................ 21 
The Offering Memorandum ................................................................................................................................ 23 
Presentations ....................................................................................................................................................... 24 
The Auction Process ........................................................................................................................................... 26 
Summary ............................................................................................................................................................. 27 



vi 
 

The Bankrupt Seller Acquisition Process ................................................................................................................ 27 
Reconciling the Acquisition Processes .................................................................................................................... 28 
Summary ................................................................................................................................................................. 29 
Review Questions .................................................................................................................................................... 30 

Chapter 3  Regulatory Approval .............................................................................................................. 31 
Learning Objectives ................................................................................................................................................ 31 
Introduction ............................................................................................................................................................. 31 
Antitrust Laws ......................................................................................................................................................... 31 
Hart-Scott-Rodino Act ............................................................................................................................................ 31 

Filing Fees and Penalties .................................................................................................................................... 32 
Filing Form ......................................................................................................................................................... 32 
Filing Date .......................................................................................................................................................... 32 
Waiting Period .................................................................................................................................................... 33 
HSR Exemptions ................................................................................................................................................. 33 

Industry Concentration Concerns ............................................................................................................................ 33 
The Failing Company Doctrine ............................................................................................................................... 35 
The European Union Merger Regulation ................................................................................................................ 36 
Summary ................................................................................................................................................................. 36 
Review Questions .................................................................................................................................................... 38 

Chapter 4  Exit Planning ........................................................................................................................... 39 
Learning Objectives ................................................................................................................................................ 39 
Introduction ............................................................................................................................................................. 39 
Reasons for Selling .................................................................................................................................................. 39 
Alternatives to Selling ............................................................................................................................................. 41 
Clean Up the Business ............................................................................................................................................. 42 

Environmental Liabilities .................................................................................................................................... 42 
Legal Issues......................................................................................................................................................... 43 
Takeover Defenses .............................................................................................................................................. 43 
Competitive Niche Issues ................................................................................................................................... 43 
Financial Statements ........................................................................................................................................... 44 
Asset Issues ......................................................................................................................................................... 44 
Liability Issues .................................................................................................................................................... 45 
Equity Issues ....................................................................................................................................................... 46 
Revenue Issues .................................................................................................................................................... 47 
Marketing Issues ................................................................................................................................................. 47 
Expense Issues .................................................................................................................................................... 48 
Profitability Issues .............................................................................................................................................. 48 
Business Complexity Issues ................................................................................................................................ 48 
Employee Issues ................................................................................................................................................. 49 
Management Issues ............................................................................................................................................. 49 
Intellectual Property Issues ................................................................................................................................. 49 
Summary ............................................................................................................................................................. 50 

Timing of the Sale ................................................................................................................................................... 50 
Information Sharing ................................................................................................................................................ 51 
Risks of a Failed Exit .............................................................................................................................................. 52 
Summary ................................................................................................................................................................. 53 
Review Questions .................................................................................................................................................... 54 

Chapter 5  The Data Room ....................................................................................................................... 55 
Learning Objectives ................................................................................................................................................ 55 
Introduction ............................................................................................................................................................. 55 
The Physical Data Room ......................................................................................................................................... 55 
The Electronic Data Room ...................................................................................................................................... 55 
Summary ................................................................................................................................................................. 57 
Review Questions .................................................................................................................................................... 58 



vii 
 

Chapter 6  Valuation of the Target .......................................................................................................... 59 
Learning Objectives ................................................................................................................................................ 59 
Introduction ............................................................................................................................................................. 59 
Board of Directors Liability .................................................................................................................................... 59 
Timing of the Deal .................................................................................................................................................. 59 
Liquidation Value .................................................................................................................................................... 60 
Real Estate Value .................................................................................................................................................... 61 
Relief-from-Royalty Method ................................................................................................................................... 61 
Book Value .............................................................................................................................................................. 61 
Enterprise Value ...................................................................................................................................................... 63 
Multiples Analysis ................................................................................................................................................... 64 
Discounted Cash Flows ........................................................................................................................................... 66 

Post Five-Year Cash Flows ................................................................................................................................. 67 
Negotiation of DCF Contents ............................................................................................................................. 67 
The Discount Rate .............................................................................................................................................. 67 

Replication Value .................................................................................................................................................... 72 
Comparison Analysis .............................................................................................................................................. 73 

The Comparison of Sales Multiples .................................................................................................................... 73 
The Comparison of Cash Flows .......................................................................................................................... 73 
The Comparison of Contract Revenues .............................................................................................................. 74 

52-Week High ......................................................................................................................................................... 74 
Influencer Price Point .............................................................................................................................................. 74 
The Initial Public Offering Valuation ...................................................................................................................... 75 
The Strategic Purchase ............................................................................................................................................ 75 
Extraneous Valuation Factors ................................................................................................................................. 75 
The Control Premium .............................................................................................................................................. 76 
The Earnout ............................................................................................................................................................. 76 
The Valuation Floor and Ceiling ............................................................................................................................. 78 
The Fairness Opinion .............................................................................................................................................. 79 
Summary ................................................................................................................................................................. 80 
Review Questions .................................................................................................................................................... 81 

Chapter 7  Synergy Analysis ................................................................................................................... 82 
Learning Objectives ................................................................................................................................................ 82 
Introduction ............................................................................................................................................................. 82 
The Need for Synergies ........................................................................................................................................... 82 
Synergy Analysis for Expenses ............................................................................................................................... 82 
Synergy Analysis for Revenue ................................................................................................................................ 85 
Synergy Analysis for Capital Expenditures............................................................................................................. 88 
The Synergies Table ................................................................................................................................................ 89 
Synergy Analysis for Risk Reduction ..................................................................................................................... 90 
Synergy Secrecy ...................................................................................................................................................... 91 
The Cost of Synergies ............................................................................................................................................. 91 
Summary ................................................................................................................................................................. 92 
Review Questions .................................................................................................................................................... 93 

Chapter 8  Hostile Takeover Tactics ....................................................................................................... 94 
Learning Objectives ................................................................................................................................................ 94 
Introduction ............................................................................................................................................................. 94 
The Williams Act .................................................................................................................................................... 94 
Schedule TO ............................................................................................................................................................ 95 
Initial Share Acquisition .......................................................................................................................................... 95 
Initial Communications ........................................................................................................................................... 96 
The Bear Hug .......................................................................................................................................................... 97 
The Tender Offer ..................................................................................................................................................... 97 
The Partial Tender Offer ......................................................................................................................................... 99 
The Two-Tiered Tender Offer ............................................................................................................................... 100 



viii 
 

The Creeping Tender Offer ................................................................................................................................... 100 
The Mini-Tender Offer .......................................................................................................................................... 101 
The Proxy Fight ..................................................................................................................................................... 101 
Hostile Takeover Defenses .................................................................................................................................... 102 

Preparatory Defenses - Acquisitions ................................................................................................................. 102 
Preparatory Defenses – Legal ........................................................................................................................... 103 
Preparatory Defenses – Financial ..................................................................................................................... 104 
Preparatory Defenses – Operational ................................................................................................................. 104 
Reactive Defenses – Legal ................................................................................................................................ 105 
Reactive Defenses – Monetary ......................................................................................................................... 105 
Reactive Defenses – Sale to Alternate Party ..................................................................................................... 106 
Reactive Defenses – Structural ......................................................................................................................... 106 

Summary ............................................................................................................................................................... 107 
Review Questions .................................................................................................................................................. 108 

Chapter 9  Due Diligence ........................................................................................................................ 109 
Learning Objectives .............................................................................................................................................. 109 
Introduction ........................................................................................................................................................... 109 
Due Diligence Preparation .................................................................................................................................... 109 
Due Diligence Expectations .................................................................................................................................. 110 
Due Diligence Cost ............................................................................................................................................... 111 
Target Company Overview ................................................................................................................................... 111 
Corporate Culture .................................................................................................................................................. 113 
Target Company Management .............................................................................................................................. 113 
Employees ............................................................................................................................................................. 115 
Employee Benefits ................................................................................................................................................ 117 
Financial Results ................................................................................................................................................... 118 
Internal Reports ..................................................................................................................................................... 120 
Revenue ................................................................................................................................................................. 120 
Cost Structure ........................................................................................................................................................ 122 
Intellectual Property .............................................................................................................................................. 123 
Fixed Assets and Facilities .................................................................................................................................... 123 
Liabilities ............................................................................................................................................................... 124 
Equity .................................................................................................................................................................... 126 
Taxes ..................................................................................................................................................................... 126 
Accounting Policies ............................................................................................................................................... 128 
Constraints ............................................................................................................................................................. 129 
Product Development ............................................................................................................................................ 129 
Selling Activities ................................................................................................................................................... 130 
Marketing Activities .............................................................................................................................................. 131 
Production Operations ........................................................................................................................................... 132 
Materials Management .......................................................................................................................................... 133 
Information Technology ........................................................................................................................................ 134 
Treasury and Risk Management ............................................................................................................................ 136 
Legal Issues ........................................................................................................................................................... 137 
Regulatory Compliance ......................................................................................................................................... 138 
Service Companies ................................................................................................................................................ 139 
International Issues ................................................................................................................................................ 140 
Due Diligence Results ........................................................................................................................................... 141 
Indicators of a Strong Acquisition Candidate ........................................................................................................ 143 
Factors that Terminate a Deal................................................................................................................................ 144 
Summary ............................................................................................................................................................... 144 
Review Questions .................................................................................................................................................. 146 

Chapter 10  Payment Structure of the Acquisition .............................................................................. 147 
Learning Objectives .............................................................................................................................................. 147 
Introduction ........................................................................................................................................................... 147 



ix 
 

The Stock-for-Stock Exchange.............................................................................................................................. 147 
The Exchange Ratio .............................................................................................................................................. 148 
The Impact of Options, Warrants, and Convertible Securities .............................................................................. 149 
Issues Impacting the Stock Payment Decision ...................................................................................................... 150 
Stock Payment Based on Fixed Share Count or Fixed Price ................................................................................. 151 
The Debt Payment ................................................................................................................................................. 152 
The Cash Payment ................................................................................................................................................. 153 
The Consulting Contract ....................................................................................................................................... 154 
Impact on Earnings per Share................................................................................................................................ 154 
The Earnout Payment ............................................................................................................................................ 154 
Practical Considerations ........................................................................................................................................ 155 
Summary ............................................................................................................................................................... 156 
Review Questions .................................................................................................................................................. 157 

Chapter 11  Legal Structure of the Acquisition ................................................................................... 158 
Learning Objectives .............................................................................................................................................. 158 
Introduction ........................................................................................................................................................... 158 
Tax Issues in an Acquisition ................................................................................................................................. 158 

Tax Issues for the Seller .................................................................................................................................... 158 
Tax Issues for the Acquirer ............................................................................................................................... 158 

Issues with Stock Purchases .................................................................................................................................. 159 
General IRS Requirements to Avoid Gain Recognition ........................................................................................ 159 
The Type “A” Acquisition .................................................................................................................................... 160 
The Type “B” Acquisition ..................................................................................................................................... 160 
The Type “C” Acquisition ..................................................................................................................................... 161 
The Type “D” Acquisition .................................................................................................................................... 161 
Triangular Mergers ................................................................................................................................................ 162 

The Triangular Merger ...................................................................................................................................... 162 
The Reverse Triangular Merger ........................................................................................................................ 163 

The Special Purpose Acquisition Company .......................................................................................................... 163 
The Asset Acquisition ........................................................................................................................................... 164 
Impact of the Acquiree Organizational Form ........................................................................................................ 165 
Summary ............................................................................................................................................................... 165 
Review Questions .................................................................................................................................................. 167 

Chapter 12  Acquisition Documents ..................................................................................................... 168 
Learning Objectives .............................................................................................................................................. 168 
Introduction ........................................................................................................................................................... 168 
The Letter of Intent ............................................................................................................................................... 168 
The Term Sheet ..................................................................................................................................................... 173 
The Purchase Agreement ....................................................................................................................................... 173 
Positions of the Parties .......................................................................................................................................... 177 
The Closing Memorandum .................................................................................................................................... 179 
Summary ............................................................................................................................................................... 180 
Review Questions .................................................................................................................................................. 181 

Chapter 13  Acquisition Integration ...................................................................................................... 182 
Learning Objectives .............................................................................................................................................. 182 
Introduction ........................................................................................................................................................... 182 
General Integration Topics .................................................................................................................................... 182 

Fast Integration ................................................................................................................................................. 182 
Employee Communications .............................................................................................................................. 183 
Articulate a Purpose .......................................................................................................................................... 183 

Team Composition ................................................................................................................................................ 183 
Integration Planning .............................................................................................................................................. 184 
Competitor Reactions ............................................................................................................................................ 185 
Accounting Integration .......................................................................................................................................... 185 



x 
 

Corporate Branding ............................................................................................................................................... 189 
Culture Integration ................................................................................................................................................ 190 
Customer Service Integration ................................................................................................................................ 191 
Divestment Issues .................................................................................................................................................. 191 
Employee Integration ............................................................................................................................................ 192 
Human Resources Integration ............................................................................................................................... 193 
Information Technology Integration ..................................................................................................................... 196 
Investment Issues .................................................................................................................................................. 198 
Legal Integration and Issues .................................................................................................................................. 198 
Management Structure Integration ........................................................................................................................ 199 
Marketing Integration ............................................................................................................................................ 200 
Materials Management Integration ........................................................................................................................ 200 
Production Integration ........................................................................................................................................... 201 
Selling Integration ................................................................................................................................................. 202 
Treasury and Risk Management Integration ......................................................................................................... 203 
Post-Integration Analysis ...................................................................................................................................... 204 
Integration for the Serial Acquirer ........................................................................................................................ 204 
Summary ............................................................................................................................................................... 205 
Review Questions .................................................................................................................................................. 206 

Chapter 14  Accounting for Acquisitions ............................................................................................. 207 
Learning Objectives .............................................................................................................................................. 207 
Introduction ........................................................................................................................................................... 207 
Overview of Business Combinations .................................................................................................................... 207 
Identifiable Assets and Liabilities, and Noncontrolling Interests .......................................................................... 208 
Goodwill or Gain from Bargain Purchase ............................................................................................................. 210 

Goodwill Calculation ........................................................................................................................................ 210 
Bargain Purchase .............................................................................................................................................. 211 

Reverse Acquisitions ............................................................................................................................................. 212 
Related Issues ........................................................................................................................................................ 213 

Acquisition of Assets ........................................................................................................................................ 213 
Transactions between Entities under Control of Same Parent .......................................................................... 214 
Pushdown Accounting ...................................................................................................................................... 214 

Income Taxes ........................................................................................................................................................ 214 
Goodwill ................................................................................................................................................................ 215 
Goodwill Amortization.......................................................................................................................................... 218 
Variations under IFRS ........................................................................................................................................... 219 
Summary ............................................................................................................................................................... 219 
Review Questions .................................................................................................................................................. 220 

Chapter 15  Acquisition Personnel ....................................................................................................... 221 
Learning Objectives .............................................................................................................................................. 221 
Introduction ........................................................................................................................................................... 221 
The Acquisitions Attorney .................................................................................................................................... 221 
The Investment Banker ......................................................................................................................................... 222 
The Valuation Specialist ....................................................................................................................................... 223 
Other Consultants .................................................................................................................................................. 224 
The In-House Acquisitions Department ................................................................................................................ 225 
Summary ............................................................................................................................................................... 225 
Review Questions .................................................................................................................................................. 226 

Chapter 16  Reverse Mergers ................................................................................................................ 227 
Learning Objectives .............................................................................................................................................. 227 
Introduction ........................................................................................................................................................... 227 
The Reverse Merger Concept ................................................................................................................................ 227 
Advantages and Disadvantages of the Reverse Merger ........................................................................................ 228 
The Price of a Shell ............................................................................................................................................... 230 



xi 
 

Shell Due Diligence .............................................................................................................................................. 230 
Trading Volume .................................................................................................................................................... 231 
Other Reverse Merger Issues ................................................................................................................................ 232 

Rule 144 ............................................................................................................................................................ 232 
The Reverse-Forward Split ............................................................................................................................... 233 
Going Private .................................................................................................................................................... 233 

Summary ............................................................................................................................................................... 234 
Review Questions .................................................................................................................................................. 235 

Answers to Chapter Questions ............................................................................................................. 236 
Glossary ................................................................................................................................................... 255 
Index ......................................................................................................................................................... 260 
 
  



xii 
 

Preface 
The process of locating, acquiring, and integrating another company is fraught with difficulties, resulting 
in many failed acquisitions. Similarly, the seller of a business may not know how to market it properly, or 
determine if a fair price is being offered. In Mergers & Acquisitions, we present a complete view of the 
acquisition process from the perspectives of the buyer and the seller. 

In Chapter 1, we discuss the reasons why a business might want to engage in an acquisition. We then 
move on to a description of the acquisition process in Chapter 2, from the perspectives of the buyer and the 
seller. There is a side discussion in Chapter 3 about regulatory approvals for acquisitions, after which we 
return in Chapters 4 and 5 to the exit planning steps that a seller should pursue. Chapter 6 contains a lengthy 
discussion of the various methods used to value a business, while Chapter 7 addresses the concept of syn-
ergy. Chapter 8 covers the techniques used to engage in and block hostile takeover attempts. Chapters 9 
through 13 cover the steps needed to complete an acquisition once the parties have decided to go forward 
with a deal. This includes due diligence, the types of payment and legal structures used in an acquisition, 
the legal documents used to purchase a business, and the integration process that occurs after the purchase 
is complete. In the final three chapters, we cover topics related to the acquisition process; this includes 
accounting for acquisitions, the personnel involved in acquisitions, and the use of reverse mergers. 

You can find the answers to many questions about mergers and acquisitions in the following chapters, 
including: 

• Which acquisition strategy should I follow? 
• How does the auction process work? 
• Do I need regulatory approval for an acquisition? 
• How can I improve the value of a business that I want to sell? 
• How do I set up a data room? 
• What methods are available for valuing a business? 
• How can I fend off a hostile takeover attempt? 
• Which issues should I examine as part of the due diligence process? 
• What are the advantages of a stock-for-stock exchange? 
• How can I structure an acquisition to defer taxes? 
• Which terms should I include in a letter of intent? 
• How do I go about integrating an acquired business into my main business? 
• How do I account for an acquisition? 
• How can I use a reverse merger to take my company public? 

Mergers & Acquisitions is designed for both professionals and students. Professionals can use it as a refer-
ence tool for engaging in acquisition transactions, while it provides students with an overview of the entire 
process. Given its complete coverage of the mergers and acquisitions topic, Mergers & Acquisitions may 
earn a permanent place on your book shelf. 
 

Centennial, Colorado 
December 2023 
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