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Objective

This interdisciplinary course examines the finance, economics, law, and business
strategies that underlie major corporate restructuring transactions. These transactions
include: mergers, acquisitions, tender offers, leveraged buyouts, divestitures, spin-offs,
equity carve-outs, liquidations and reorganizations. The course seeks to give students an
understanding of the economic underpinnings of corporate acquisitions, addressing such
issues as the sources of acquisition value and managerial incentives to engage in or resist
acquisition. Cases will be used to integrate theoretical ideas and their practical
applications. The students will learn to use some databases to carry out valuation
analysis.

Required Text

Takeovers, Restructuring, and Corporate Governance: Weston, Mitchell, and Mulherin 2004

Course Notes - Will be sold by Honorary Accounting Organization outside the class.
Cases - Available at Georgia Tech Book Store

The Wall Street Journal

Recommended

Valuation: Measuring and Managing the Value of Companies, T. Copeland, T.Koller, & J.
Murrin, John Wiley & Sons, Inc., 4th edition, 2004.

Applied Mergers and Acquisitions, Robert Bruner, John Wiley & Sons, 2004.

Grading Scheme

Two Exams 35%
Compustat Assignment 5%
Group Case Write-ups 20 %
Group Project 25 %
Class Participation 15 %
Honor Code

Students are expected to adhere to the Georgia Tech Honor Code. A substantial
documentation exists at www.honor.gatech.edu. Please feel free to ask me any
clarifications about this issue at any time.



http://www.honor.gatech.edu/

Class Participation

Class participation grades will be determined on the basis of participation in the
class discussion of the cases. You are required to participate in the class. A necessary
(but not sufficient) requirement for participation is presence. If you are not in the class,
you cannot have participatedr.ead Mo thie otlad tcha
Student : How to Study and Discuss Cases. 0
(http://papers.ssrn.com/sol3/papers.cfm?abstract id=274201)

Group Case Write-ups

A group can consist of maximum of four students. The cases are listed in the
course outline. The list of questions to analyze the case is listed in the outline. The group
has to submit a two-page single space write-up (excluding graphs and tables) at the
beginning of the class on the day the case is planned to be discussed. There will be a peer
evaluation.

Group Project

The group project involves picking a major corporate restructuring event in 2000-
2008 and analyzing it in detail. You can use Lexis/Nexis data source, World Wide Web
among other sources. Some of the web sites include SEC-the EDGAR (www.sec.gov),
company web sites, Ohio State Universityodos F
www.cob.ohio-state.edu/dep/fin/ among others. Library sources include the Wall Street
Journal Index (Corporate), Fortune, Forbes, and BusinessWeek among others. Get as
much information about the restructuring event that you want to study.

Write an outline reflecting all the issues involved. Include motivations, analysts
and market reactions, expectation of all companies involved, the way the deal was
financed and the effect it had on the financial statements, industry trends if applicable,
state of the U.S. economy, initial changes after the event (such as layoffs, divestitures,
changes in top management) and the final outcome of the event. Debt levels often play
an important role, so be sure to study the debt to equity ratios, especially in LBOs. Try to
get current information on how the company is doing and whether time has shown the
event to be good or harmful to the company.

You can obtain financial information for spreadsheet analysis from the following
sources: Compustat, Di s c lyamualReogrts. Moody ds Manu

In takeover battles, include the defensive actions of the targets and the responses
of the potential acquirer. Was the offer friendly? Was it a tender offer or share
exchange? How big are the companies in relation to each other? Had they been recently
performing well or poorly? Why? Was the target management decided to stay
independent at any cost? Was the target management team highly regarded? Were there
takeover rumors prior to the takeover to the initial announcement? How high a premium
did the acquirer offer?

In LBOs and leveraged recapitalizations, show why the firm made a good or bad
candidate for a leveraged buyout. Did the firm stay private? How did the firm pay down
the debt? How did the debt level affect operations and competitive position?



http://papers.ssrn.com/sol3/papers.cfm?abstract
http://www.sec.gov)/
http://www.cob.ohio-state.edu/dep/fin/

In proxy fights, answer these questions: What was the fight about? How did the
small shareholders feel versus the large institutional shareholders? Was management
confident of a victory? How close was the vote? What was the percentage of
institutional ownership? If management won the proxy fight, did their behavior change?
If the challengers won, were they able to make changes they desired?

It is often important to cover the impact of laws and court decisions. Antitakeover
laws can play a big role. Mention why the court ruled the way it did and how it affected
the battle.

I expect the written report to be no longer than ten pages (excluding the
appendices). Please plan for a presentation of about twenty minutes during the last week
of classes.

Compustat Assignment

The objective of the assignment is to learn the usage of the Compustat database.
This database is available through Wharton Research Data Services (WRDS). The URL is
http://wrds.wharton.upenn.edu. The username and password to access this database will
be provided in the class. Use the following four selection screens to winnow down the
number of firms. Firms with market to book ratio of less than one, debt to equity ratio of
less .25, market capitalization greater than $200 million dollars and price to earnings ratio
of less than 10. For one of the firm from the selected list of firms. Provide the following
information for a ten-year period.

Assets/Sales ratio, Profits/Sales ratio. EPS, and the market value of equity. The
assignment is due on 11/15/2008.

Exams

NO MAKE-UP EXAM WILL BE GIVEN. YOU WILL BE ASSIGNED A
SCORE OF ZERO IF YOU MISS AN EXAM WITHOUT PRIOR PERMISSION
FROM THE INSTRUCTOR. THERE WILL BE NO EXCEPTIONS TO THIS
RULE.

Time Management

In a professional school environment, as in any professional environment, time
management is a critical factor in accomplishing the desired goals. The following should
help you design your own time schedule for the course.

Average Time per week

Class Session 3 hours
Pre-class preparation 1 hour
After-class revision 1 hour
Case assignments 3 hours

& hours



Office Hours

Physical Office Hours: Tuesdays, Thursdays 2 to 3 p.m. or by appointment

Virtual Office Hours: I will respond to all e-mails once a day at least.

List of Cases and Articles

1. Anheuser-Busch and Campbell Taggart

2. Interco

3. Cooper

4. American Cyanamid A & B

5. Kinder Morgan, Inc. T Management Buyout

6. The Role of Private Equity Firms in M&A Transactions
7. USX Targeted Stock

8. Marriott Corporation (A)

9. The M&A fAPitch Booko

10. Building Deals on Bedrock - Harding and Rovit

11. Vodafone AirTouchos Bi

d

HBS Case 9- 291-020
HBS Case 9-291-033
HBS Case 9-274-116
HBS Case 9-898-120
HBS Case 9-207-123
HBS 9-206-101

HBS Case 9-296-050
HBS Case 9-394-085
Darden UVA-F-1338
HBR R0409J

HBSCasa\9201-096 s ma n n



Course Outline

CN - Course Notes, WMM - Weston et. al. HBS - Harvard Business School Case
Da’i Darden ***** Write up required

Session | Date | Description Remarks

1 8/19 | Introduction Chapter 1 WMM, CN

2 8/21 | Legal and Regulatory Environment Chapter 2 WMM, CN

3 8/26 | Accounting for M&A Chapter 3 WMM, CN

4 8/28 | Theories of Mergers Chapter 6 WMM, CN

5 9/2 Anheuser-Busch and Campbell Taggart ***** | HBS Case 9-291-020

6 9/4 The Timing of Merger Activity Chapter 7 WMM, CN

7 9/9 Empirical Tests Chapter 8 WMM, CN

8 9/11 | Valuation Chapter 9 WMM, CN

9 9/16 | Valuation Chapter 10 WMM, CN

10 9/18 | Valuation Chapter 10 WMM, CN

11 9/23 | Interco***** HBS Case 9-291-033

12 9/25 | Test1l Chapters 1,2,3,6,7,8,9
and the cases

13 9/30 | Takeover Defenses Chapter 19

14 10/2 | Cooper***** HBS Case 9-274-116

15 10/7 | Divestitures Chapter 11, 12 WMM,
CN

16 10/9 | Project Time (No class)

17 10/16 | American Cyanamid A & B HBS Case 9-897-178

18 10/21 | Financial Restructuring Chapter 13 WMM, CN

19 10/23 | M & A Pitch Book Darden UVA-F-1338

20 10/28 | Targeted Stock as an alternative to Divestiture | HBS 9-296-050

I USX

21 10/30 | Marriott Corporation***** HBS Case 9-394-085

22 11/4 | Test2 Ch 8,9,10,11,12,13,20,
and cases

23 11/6 | Going Private & the Role of Private Equity Chapter 16 WMM, CN
HBS 9-206-101

24 11/11 | Management Guidelines for M & A Chapter 22 WMM, CN

25 11/13 | Kinder Morgan HBS Case 9-207-123

26 11/18 | International Takeovers Chapter 17 WMM, CN

27 11/20 | Guest speaker

28 1125 [Vodaf one AirTouchoés BHBS9201-09

29 12/2 | Group Presentations

30 12/4 | Group Presentations




Date: 8/19/2008
Session No: 1

Session Title: Introduction
Session Objectives:

This session introduces some basic terminology and concepts,
providing a foundation for developing further knowledge and understanding of corporate
restructuring. The concept of risk arbitrage in connection with M&A is introduced.
Student 0s Preparations:

None

Student 6s Material s:

Weston, Mitchell, and Mulherin- Chapter 1
Course Notes

Date: 8/21/2008
Session No: 2
Session Title: The Legal and Regulatory Framework

Session Objectives:

This session discusses the laws and rules or regulations related to cover securities
trading and takeover activity. It will also examine some leading cases related to the laws.
Student s Preparations:

Before class, read Chapter 2
Student s Material s:

Weston, Mitchell, and Mulherin- Chapter 2
Course Notes



Date: 8/26/2008

Session No: 3

Session Title: Accounting for M & A
Session Objectives:

This session discusses issues related to the method of accounting related to
the transaction. The use of purchase accounting results in lower reported net income.
Depending upon whether amortization of goodwill is tax deductible or not, there could be
cash flow implications.

Student 6s Preparations:
Before class, read chapter 3.

Student 6s Material s:

Weston, Mitchell, and Mulherin- Chapter 3
Course Notes

Date: 8/28/2008
Session No: 4
Session Title: Anheuser-Busch and Campbell Taggart Case

Session Objectives:
To discuss issues related to insider trading prior to takeover.

Student s Preparations:
Please give the write-up before the discussion in the class.

1. Should Anheuser-Busch sue Paul Thayer or any one else? If so, for how much?

2. How was Anheuser-Busch damaged in this accident?

3. How would you go about assessing economic damage due to the insider
trading? How would you assess non-economic damage?

4. To whom is Anheuser-Busch responsible in this incident?

Student 6s Material s:
HBS Case 9-291-020



Date: 9/2/2008
Session No: 5
Session Title: Theories of Mergers

Session Objectives:
This session explains the reasons for merger and takeover activity.
Different theories discussed include efficiency theory, information motives, agency
problems, tax theory, and market power theory.
Student 0s Preparations:
Before class, read WMM chapter 6.

Student 6s Material s:

WMM (Ch 5) and Course Notes

Date: 9/4/2008
Session No: 6
Session Title: The Timing of Merger Activity

Session Objectives:

This Session briefly discusses the merger movements that have taken place
in the U.S in the last century.

Student s Preparations:
Before class, read chapter 7 from WMM
Student s Material s:

WMM and course notes



10

Date: 9/9/2008
Session No: 7
Session Title: Empirical Tests

Session Objectives:
This session provides empirical evidence related to value creation through
Mergers and Acquisitions.

Student 6s Preparations:

Before class, read chapter 8§ from WMM

Student s Mat er
WMM and course notes

Date: 9/11/2008
Session No: 8
Session Title: Valuation

Session Objectives:

This session discusses valuation in relation to mergers and acquisitions
activity. This subject is critical because a major cause of acquisition failures is that the
bidder pays too much.

Student 6s Preparations:
Read chapter 9 (WMM) before the class.

Student 6s Material s:

WMM and course notes



Date: 9/16/2008
Session No: 9
Session Title: Valuation

Session Objectives:

This session discusses valuation in relation to mergers and acquisitions
activity. This subject is critical because a major cause of acquisition failures is that the
bidder pays too much.

Student 0s Preparations:
Read chapter 10 (WMM) before the class.

Student 6s Material s:

WMM and course notes

11

Date: 9/18/2008
Session No: 10
Session Title: Valuation

Session Objectives:

This session discusses valuation in relation to mergers and acquisitions
activity. This subject is critical because a major cause of acquisition failures is that the
bidder pays too much.

Student s Preparations:
Read chapter 10 (WMM) before the class.

Student 6s Materi al s:

WMM and course notes
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Date: 9/23/2008
Session No: 11
Session Title: Interco - Case

Session Objectives:
To apply the valuation concept to a case.
Student 0s Preparations:

Case write-up due at the beginning of the class.

1. Assess Intercobds financi al perfor man
hostile takeover attempt?
2. As a member of I ntercods board are vy

analysis (Exhibit 10) and the comparables transactions analysis
(Exhibit 11)? Why?
3. Wasserstein, Perella & Co, established a valuation range of $68-80 per
common share for Interco. Show that this valuation range can follow from
the assumptions described in the discounted cash flow analysis of Exhibit
12. As a member of Intercobs board, w
questioned? Why?
4. How would you advise the Interco board on the $70 per share offer?
5. How would you assess the actions of Interco 6s board upto August
Wasserstein et. all? The Rale brothers

Student 6s Material s:

HBS 9-291-033



13

Date: 9/25/2008
Session No: 12
Session Title: First test

Session Objectives:
To test the understanding of materials.
Student 6s Preparations:
Ch1l,2,3,6,7,8,9 and the case.

Student 6s Material s:
WMM and course notes

Date: 9/30/2008
Session No: 13
Session Title: Takeover Defenses

Session Objectives:
The objective of the session is to discuss takeover defenses and antitakeover
measures. Proponents argue that these measures help management's ability t

obtain better transaction terms. Opponents argue that these measures increase
cost of takeovers and results in efficiency in the market for corporate control.

Student s Preparations:

Read WMM ( Ch 19) before the class.

Student 6s Materi al s:

WMM and Course Notes
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Date: 10/2/2008
Session No: 14
Session Title: Cooper Case

Session Objectives:
This case is used to illustrate the determination of offer price for acquisitions.

Student 0s Preparations:

Case write-up due at the beginning of the class

1. If you were Mr. Cizick, would you try to gain control of Nicholson File Co. in
May 1972?

2. What is the maximum price that Cooper can afford to pay for Nicholson and
still keep the acquisition attractive from the standpoint of Cooper? (T-bills
yield 5.72% in 1972)

3. What are the concerns and what is the bargaining position of each group of

Nicholson stockholders? What must Cooper offer each group in order to
acquire its shares?

4. On the assumption that Cooper management wants to acquire at least 80% of
the outstanding Nicholson stock and to make the same offer to all stockholders,
what offer must Cooper management make - in terms of dollar value and of the
form of payment (cash, stock, debt)?

5. What should Mr. Cizick recommend that the Cooper management do?

Student 6s Material s:

HBS Case 9-274-116



Date: 10/7/2008
Session No: 15
Session Title: Divestitures

Session Objectives:

This session discusses the broader issues involved in corporate
divestitures. We focus on restructuring ownership relations: spin-offs, split-ups, equity
carve-outs, and targeted stock.

Student 0s Preparations:
Read WMM (Chapter 11,12)

Student 6s Materi al s:

15

WMM and CN
Date: 10/9/2008
Session No: 16
Session Title: Project Time

Session Objectives:
Please use the class time to make progress in the project.

Student s Preparations:
None

Student 6s Material s:
None



16

Date: 10/16/2008
Session No: 17
Session Title: American Cyanamid Case

Session Objectives:
This case is used to illustrate issues related to the process by which the
board of directors arrives at a decision to support or reject a takeover offer.

Student 0s Preparations:

1. Was AHPOs decision toebfidr floot Cyfainams @ a
shareholders? What evidence would you cite to support your case?

2. What are the potential sources of value creation, if any, in an AHP/Cyanamid
merger?
3. How did Cyanami dds management respond to

were they taking into account? Whose interests should be taken into account
when considering a takeover offer?

4. How can we explain the fact that the Amer
express a preference for the SmithKline Beecham asset swapevena f t er Per el | aod
analysis showed it to be a lower valued alternative than sale to AHP.

5. As a director, would you support management at a value of $85, which Ellberger
suggests might be sufficient to resist AHP?

6. Was MacAvoyoOs a sligethetWialldStreet fotrmalta reaosablew 0 u
response to his frustration with the boardroom processes? Why or why not, and
from whose perspective?
7. Is the market for corporate control pressuring managers at American Cyanamid to
make a decision thatisi n t h e s h a rtenhiteled, But agalst tileh o r t
long-term interest of the company?
8. In a speech to MBA students at Northwestern, John Smale (former CEO of
Proctor and Gamble and director of sever a
Certainly the pursuit of optimum value for the shareholders is an important
obligation of the corporation, but it should not be the primary obligation. The
primary obligation of management and of a board of directors should be to the
corporation and its successful continuation. Let me repeat that for emphasis. The
primary obligation of management and a board of directors should be the
corporation and its successful continuat:
Do you agree or disagree? Why?
Student 6s Materi al s:
HBS -9-897-178



Date: 10/21/2008

Session No: 18

Session Title: Financial Restructuring
Session Objectives:

This session discusses the broader issues involved in corporate financial
restructuring. This firmbds i nt e rmareet
for corporate control. Capital structure and leverage decisions represent potentials for
value enhancement, for acquiring other firms, or to defend against being acquired by

others. Mechanism such as dual-class stock recapitalization, leveraged recapitalization,
exchange offers are discussed.

Student 0s Preparations:
Read WMM (Chapter 13)

Student 6s Material s:

WMM and CN
Date: 10/23/2008
Session No: 19
Session Title: Pitch Book

Session Objectives:
We will go through the construction of a Pitch Book.

Student s Preparations:
None

Student 6 s Ma DadeniUNA-I51338

gr owt h
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Date: 10/28/2008
Session No: 20
Session Title: Targeted Stock as an alternative to Divestiture - USX

Session Objectives:

This case is used to gain a greater understanding of targeted stock
structure.
Student 0s Preparations:

1. In 1986, then-chairman and CEO David Roderick described USX as possibly one

of Atheumbestedesbdrporations in America.

that further restructuring of the company was still necessary. In late 1990, what
operating and/ or strategic problems, i
face that would warrant some form of additional restructuring?

2. Do you think there is any merit in Car/l

business are depressing the value of its energy business? As a USX stockholder,
how credible a spokesperson do you consider Icahn to be on this issue?

0
a

3. Which restructuring option-l cahn®g$ fspirmposal or the comp:

stock proposal-will create the most value for shareholders? For creditors? For the
firmbs other stakehol ders?

4. For what kinds of companies are targeted stock most appropriate? Least
appropriate?

5. Should the company seriously consider any other options besides doing a spinoff
or issuing targeted stock?

6. If the company decides to go ahead with the targeted stock issue. What specific
provisions or features should the stock include to ensure maximum value
creation? How closely would you model
stock?

Student 6 s Ma HBESrCasee012%-050

U S
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Date: 10/30/2008
Session No: 21
Session Title: Marriott Corporation Case

Session Objectives:
This case is used to discuss the issue of management ethics in the context
of'a complex financial decision: to whom and for whom is management responsible?

Student 6s Preparations:

Please turn in a write-up at the beginning of the class.

1. Why is Marriottds CFO proposing Project C
2. |l s the proposed restructuring consistent
3. The case describes two conceptions of man
you favor: the shareholder conception or the corporate conception? Does your
stance make a difference in this case?
4. Should Mr. Marriott recommend the proposed restructuring to the board?

Student 6 s Ma HBSrCases0i3%1-085



Date:
Session No:
Session Title:

Session Objectives:

Student 6s

Student 6s

11/4/2008
22

Second test

To test the understanding of materials.
Preparations:
Ch 10,11,12,13,19 and the cases.

Material s:
WMM and course notes

20
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Date: 11/6/2008
Session No: 23
Session Title: Going Private

Session Objectives:
This session discusses issues related to the transformation of a public
corporation into a privately held firm.

Student 0s Preparations:

Before class, read WMM (Ch 16)

Student 6s Material s:

WMM, course notes, and HBS 9-206-101

Date: 11/11/2008
Session No: 24
Session Title: Management Guidelines for M & A

Session Objectives:
This session lays out general guidelines for successful merger and
acquisition activity.
Student s Preparations:
Read WMM (Ch 22)

Student 6s Material s:

WMM and CN



22

Date: 11/13/2008
Session No: 25
Session Title: Kinder Morgan Case

Session Objectives:
The case is used to illustrate the issues of valuation related to LBOs.

Student 0s Preparations:

Please read the case

Student 6s Material s:

HBS 9-207-123

Date: 11/18/2008
Session No: 26
Session Title: International Takeovers

Session Objectives:

This Session deals with issues related to international takeovers. The
increasing globalization of competition in product markets is extending rapidly into the
internationalization of the takeover market. We study the motivations underlying this
phenomenon.

Student s Preparations:
Read WMM (Chapter 17)

Student 6s Material s:
WMM and CN



Date: 11/20/2008
Session No: 27
Session Title: Guest Speaker

Session Objectives:
To get some real world perspective

Student 0s Preparations:

None
Student 6s Mat-eri al s:

23
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Date: 11/25/2008
Session No: 28
Session Title: Vodafone Case

Session Objectives:
The case is used to illustrate a recent major international takeover.

Student 0snsPreparatio

Please be prepared to discuss the following questions.
. What is the strategic and economic ration
Orange? Did Mannesmann overpay for Orange?
2. Vodafone AirTouch proposed that each Mannesmann share would receive 53.7
Vodafone AirTouch shares, so that aggregate Mannesmann shareholders would
own 47.2% of the equity of the new combined firm. Describe the stock swap. As
of December 17, what was the market value
combined firm? As a Mannesmann shareholder would you accept the offer? As a
Vodafone shareholder, would you support the proposed transaction?
3. What hurdles is Vodafone AirTouch going to face to complete its acquisition of
Mannesmann? Who is going to be its most likely supporter? Who is going to
resist? Why?
4. Why is Gent so eager to do the deal? Why is Esser fighting so hard?
5. What role do hostile takeovers play? In their absence what mechanisms perform
the same function? How is German Corporate Governance system different form
the Anglo-Saxon system?

Student 6 s Ma HESAH 9-201-096:



Date:
Session No:
Session Title:

Session Objectives:

Student 6s

Student 6s

12/2/2008
29

Group Presentations

None

Preparations:

Presentation of the project.

Material s:

Project Report

St ud e n t-Glass Adsigriment:

25

None
Date: 12/4/2008
Session No: 30
Session Title: Group Presentations

Session Objectives:

Student 6s

Student 6s

None

Preparations:

Presentation of the project.

Material s:

Project Report Due

St ud e n t-Glass Adsigriment:

None



