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SUBJECT: M&A - BEING PREPARED FOR THE ROLLER COASTER

As the world economy will continue to have its roller coaster rides -- where some people spiral into a
state of frenzy and others thrill in ecstasy -- similarly, one finds the same sort of turbulent experiences
when discussing mergers and acquisitions (M&A). For some, the M&A ‘ride’ can be opportunistic --
even fantastic -- whilst the same may not necessarily be true for the other parties on the same roller
coaster ride.

There are many complexities involved when a bidding company is interested in another, be this friendly,
or hostile. However there are very clear rules found within our legislation, namely those of the
Companies Act of 1973, the Securities Services Act of 2004, the Competitions Act of 1998 and its
amendments as well as the JSE Listing Requirements; all of which must be diligently followed in order
to protect all the parties affected by such a transaction. Moreover, changes in the legal and regulatory
framework have added significantly to the legal complexities of M&As. Merger law continually evolves
in line with changing economic and industry cycles, as well as legislative developments in areas such as
taxation, competition law, environmental compliance and black economic empowerment.

M&A is the most common way to obtain control over a company and as expected, it offers the
successful bidding company the opportunity to rapidly enter a particular market with their intended
competitive advantages. Many terms are associated with this type of transaction, seemingly as a guise
to make what is usually a pretty aggressive, painful and dominant action, attractive to the receiving
party. And so the terms; ‘corporate restructure’ and ‘joint venture’ all appear -- at the face of it -- very
good and strategically viable for the engaging parties. However, the same action, particularly when the
bidder's agenda may not be so open and forth-coming, may also be called ‘hostile take-overs’, ‘equity
carve-outs’ and ‘targets’; all of which signifies somewhat different intentions, not least a somewhat
somber mood for the party being targeted (not so pretty).

Clearly then, it is imperative that companies being exposed to the potential merger or acquisition
situation are fully prepared and equipped to deal with the eventualities that will arrive through what is
normally a very complex business and legal process.

In his book -- Mergers, Acquisitions, and Other Restructuring Activities -- Donald M. DePamphilis is
quoted, saying “successfully integrated M&As are those that demonstrate leadership by candidly and
continuously communicating a clear vision, a set of values, and clear priorities to all employees.
Successful integration efforts are those that are well planned, that appoint an integration manager and a
team with clearly defined lines of authority, and that make the tough decisions early in the process.
These decisions include organizational structure, reporting relationships, spans of control, people
selection, roles and responsibilities, and workforce reduction.”

Of course it's not entirely true that mergers or acquisitions don’t suffer casualties of some sort — and it's
totally naive to believe that even when two willing companies engaged in an M&A transaction, that they
will not experience some sort of pain, even loss. Professor Robert F Bruner, author of the book DEALS
FROM HELL, points out that the thinking around M&A failures can be badly flawed. Like any deal; good
planning, research, evaluation and integration of strategies are essential components to the due
diligence processes to make the deal a more “smoother transition”. Clearly then, companies engaged



or about to embark on this normally exhilarating M&A journey should be thoroughly prepared and failing
to do so, could cost one or even both companies dearly. Typical areas that go wrong when proper
diligence processes are ignored may include the loss of key talent from either company, particularly
when individuals don’t agree with the opposite company’s corporate culture or business ethos. And
whilst it may be extremely difficult to find an objective price for the company in approach -- which could
lead to ‘buyer’s remorse’ -- bidders will barter to such an extent that one party may feel robbed,
particularly when they are enticed and cannot walk away from the transaction. Of course the devil lies in
the detail, and whilst the top negotiators will hopefully settle a deal, the reality of the “success” of such a
transaction will always be found within the companies’ ability to harmoniously integrate, amongst other,
their brands and operations. Of course, if one or both of the companies are listed entities, the
respective share price will also quickly show whether the market is satisfied with the deal or not.

So as a company consider either a friendly or hostile bid within another company, it remains critical that
such a deal is clearly thought through. Whilst the due diligence is an intrusive, expensive and often
exhaustive process, it's well advised in order to uncover any warts, prior to entering the deal.
Expectedly, an early detection and discovery of the so-called warts may be yet another factor for driving
a tougher deal.

CGF Research Institute is a member and strategic partner of the Proudly South African Campaign.

Further Media Information:

Terry Booysen (Author) _ Lwazi Bam (Editor)

CEO: CGF Research Institute (Pty) Ltd Deloitte: Partner - Corporate Finance Division
Office: (011)4768264/1/0 M&A Specialist

Cell: 082-373 2249 Office: (011) 209 8807

Fax: .086 623 1269 Cell: 082-774 7786

Email: tbooysen@cgf.co.za Email: lbam@deloitte.co.za

www. cgf.co.za

WWWw.corporate-governance.co.za

WORDS: 846

PROUDLY
SOUTH AFRICAN

@


mailto:tbooysen@cgf.co.za
mailto:lbam@deloitte.co.za


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


