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ClearThink Capital: Your MI&A Advisor

ClearThink Capital acts as your outsourced M&A advisor, guiding you through the entire M&A
process. Although our role on M&A Advisory and Finance transactions can vary, it is generally

comprised of four parts.

itroductions and Search

Jue Diligence

Through due diligence, we learn about our We use our extensive network, proprietary

client so we can speak intelligently to potential
merger partners, we remediate any items that
could cause issues with a merger or

target searching processes and experience to
identify and introduce our clients to potential
acquisition targets that align with their criteria.

acquisition, and we verify the validity of the
information presented.

rocess Management and ue Diligence of Target

tructurl ng We conduct a comprehensive analysis of the
target company, including financial,
operational, and legal due diligence, to ensure
that our clients have a complete understand of
the target before closing the deal.

Our team works closely with our clients to
manage the entire M&A process, from initial
negotiations to close, while structuring the
transaction to maximize benefits and minimize

Y y

ClearThink Capital’s M&A team is led by our Chief Executive
Officer Bob Brown. Prior to forming ClearThink Capital, Bob
practiced as a Securities and M&A attorney, working on over
$100B+ of merger and acquisition transactions.

Bob worked with companies from News Corporation, Fox, Tele-
Communications, Comcast, Liberty Media, and other large cap
companies to small startups.

Bob has assembled a team of M&A experts including former
investment bankers, attorneys, and others to advise our clients
through their M&A transactions.

Learn more about how we can advise you through your merger or
acquisition here.
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Section 1
Introduction to Buy-Side M&A

As equity-based financing becomes more expensive, many companies are turning to M&A
(mergers and acquisitions) as a means to grow. Buy-side M&A is the process of a company
acquiring another company or business to expand its operations, increase market share, or
diversify its portfolio. Unlike sell-side M&A, which involves the sale of a company or its assets,
buy-side M&A is initiated by the acquiring company, which may identify a target business
through research or networking, or be approached by a potential seller.

Buy-side M&A can be a complex and challenging process, requiring significant resources and
expertise. However, it can also be a powerful strategy for companies looking to achieve growth
and strategic goals, particularly in a competitive marketplace. By acquiring complementary
businesses, products, or services, companies can enhance their capabilities, access new
markets, and create value for shareholders.

Between 70% and 90% of M&A
transactions falil.

— Harvard Business Review

In this guide, we will provide an overview of the buy-side M&A process, including the key steps
involved in identifying and evaluating potential targets, negotiating and structuring a deal, and
closing the transaction. We will also discuss some of the challenges and risks associated with
buy-side M&A, as well as best practices and tips for success. Whether you are a seasoned M&A
professional or new to the world of buy-side M&A, this guide will provide valuable insights and
guidance to help you navigate the process and achieve your strategic goals.
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Preparing for M&A

Before embarking on the M&A process, it's important for a company to prepare and plan for
the transaction. This involves assessing its financial and operational capabilities, identifying its
goals for the acquisition, and assembling a team of advisors and experts to help manage the
process.

Identifying goals

The first step in preparing for a buy-side M&A transaction is to identify the goals of the
acquisition. These goals should be aligned with the company's overall strategic objectives and
may include:

¢ Expanding into new markets or geographies

o Diversifying the company's product or service offerings
¢ Acquiring technology or intellectual property

e Increasing market share or revenue

e Achieving cost synergies or operational efficiencies

By clearly defining the goals of the acquisition, the company can better assess potential targets
and evaluate the strategic fit of a transaction.

Assessing capabilities

Another key aspect of preparing for M&A is assessing the company's financial and operational
capabilities. This may involve a review of the company's financial statements, market position,
competitive landscape, and other relevant factors. It's important to evaluate the company's
strengths and weaknesses, as well as any potential risks or challenges that may impact the
success of the transaction.

In addition, the company should consider its financing options for the acquisition, including the
use of cash reserves, debt financing, or equity financing. It's important to have a clear
understanding of the company's financial capacity and to develop a financing plan that aligns
with the goals of the acquisition.

Assembling a team
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Finally, it's essential to assemble a team of experts and advisors to help manage the M&A
process. This team is typically led by an M&A advisor like ClearThink Capital and consists of
legal counsel, accountants, and other professionals who can provide guidance and support
throughout the transaction.

The M&A advisor, in particular, can play a critical role in helping the company identify potential
targets, evaluate the strategic fit of a transaction, and negotiate and structure the deal. By
working with an experienced M&A advisor like ClearThink Capital, the company can improve its
chances of success in the M&A process and achieve its strategic objectives.
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Finding Targets

Once a company has prepared for an M&A transaction, the next step is to identify potential
acquisition targets. This can be a challenging process, as the company must evaluate a variety
of factors, including industry trends, market conditions, and the strategic fit of a potential
target.

Industry research

One way to identify potential acquisition targets is to conduct industry research and analysis.
This may involve monitoring industry news and trends, analyzing market data and reports, and
networking with industry professionals.

By staying up to date on industry developments, the company can gain valuable insights into
potential acquisition targets and emerging opportunities in the marketplace.

Competitive landscape analysis

Another way to identify potential acquisition targets is to conduct a competitive landscape
analysis. This involves evaluating the strengths and weaknesses of competitors in the
marketplace, as well as the strategic opportunities and threats they may pose to the company.

By identifying gaps in the competitive landscape or areas where the company could gain a
strategic advantage, the company can begin to develop a list of potential acquisition targets.

Networking and outreach

In addition to industry research and competitive analysis, networking and outreach can be a
valuable tool for identifying potential acquisition targets. This may involve attending industry
events and conferences, reaching out to industry contacts and advisors, and leveraging
personal and professional networks.

By building relationships with key players in the industry, the company can gain access to a
wider range of potential acquisition targets and increase its chances of success in the M&A
process.
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Working with an M&A advisor

Finally, working with an experienced M&A advisor can be the most effective way to identify
potential acquisition targets. ClearThink leverages their industry expertise and network to
identify targets that may be a good fit for the company's strategic objectives.

In addition, we assist the company in evaluating potential targets and developing a list of
priority targets based on factors such as strategic fit, financial performance, and other relevant
criteria.

When ClearThink acts as M&A advisor to a client, we lead this process and source targets
through our large network and proprietary target searching methods.
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Valuation

Valuation is a critical step in the M&A process, as it determines the price that the buyer is
willing to pay for the target company. There are several different methods of valuation, each of
which has its own advantages and limitations.

Comparable Company Analysis

One common method, arguably the most common method of valuation is the comparable
company analysis (CCA). This involves comparing the financial metrics of the target company to
those of other similar companies in the industry. The analysis may include factors such as
revenue, earnings, and market capitalization, among others.

The CCA is a relatively straightforward method of valuation and can provide a good starting
point for negotiations. However, it does have limitations, as the financial metrics of different
companies can vary widely, making it difficult to identify truly comparable companies.

Discounted Cash Flow Analysis

Another common method of valuation is the discounted cash flow (DCF) analysis. This involves
projecting the future cash flows of the target company and discounting them back to their
present value using a discount rate.

The DCF analysis can provide a more detailed and accurate picture of the target company's
value, as it takes into account the company's future growth potential and the time value of
money. However, it can be more complex and time-consuming than the CCA and requires a
thorough understanding of the target company's financial statements and projections.

The DCF analysis often holds less weight than the CCA as it tends to be more focused on future
projections than past performance.

Other Valuation Methods

In addition to the CCA and DCF analysis, there are several other methods of valuation that may
be used in the M&A process. These include the precedent transaction analysis, which compares
the target company to similar companies that have recently been acquired, and the asset-based
valuation, which values the target company's assets and liabilities.

Copyright ClearThink Capital LLC Clea rTh i n k
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The choice of valuation method will depend on the specific circumstances of the M&A
transaction, as well as the preferences and priorities of the buyer and seller.

Valuation is a critical step in the M&A process, and there are several different methods that
may be used. ClearThink works with our clients to carefully evaluate potential targets, and
develop a valuation strategy that aligns with our client’s strategic objectives and achieves a fair
price for the target company.

M&A Transactions by Size
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Due Diligence

Due diligence is the process of evaluating a potential acquisition target to ensure that the buyer
has a complete and accurate understanding of the target company's operations, financial
performance, and other key factors. Due diligence is a critical step in the M&A process, as it
helps the buyer identify and mitigate potential risks and uncertainties associated with the
transaction.

These are the types of due diligence typically conducted.

Financial Due Diligence

Financial due diligence is a key component of the due diligence process, as it involves a detailed
analysis of the target company's financial statements and other financial data. The goal of
financial due diligence is to identify any potential issues or concerns related to the target
company's financial performance, including past and projected revenue, profitability, cash flow,
and debt.

The financial due diligence process may include a review of the target company's financial
statements, tax returns, and other financial documents, as well as interviews with key financial
personnel and an analysis of industry trends and market conditions.

Legal Due Diligence

In addition to financial due diligence, legal due diligence is another important aspect of the due
diligence process. This involves a review of the target company's legal documents and contracts
to ensure that the company has clear title to its assets and is not subject to any legal or
regulatory issues that could impact the transaction.

The legal due diligence process may include a review of contracts, leases, licenses, and other
legal documents, as well as discussions with the target company's legal counsel and an analysis
of regulatory filings and other relevant documents.

Operational Due Diligence

Operational due diligence is another important aspect of the due diligence process, as it
involves a review of the target company's operations and management structure. The goal of
operational due diligence is to identify any potential issues or concerns related to the target

Copyright ClearThink Capital LLC Clea rTh i n k
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company's business processes, organizational structure, and personnel.

The operational due diligence process may include a review of the target company's business
plans, management structure, and organizational charts, as well as interviews with key
personnel and an analysis of industry trends and market conditions.

Harvard Business Review found the top reasons \
M&A transactions fail are:

. Hubris and bias

. Inadequate diligence and planning

. Lack of integration strategy and priorities
. Leadership and resource challenges

. Poor communication

. No end-state clarity

. Slow or weak implementation /
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Negotiation and deal structuring

The negotiation and deal structuring process can be complex and may involve multiple rounds
of discussions and revisions to the terms of the transaction.

Setting the Terms of the Deal

The negotiation and deal structuring process typically begins with the buyer and the seller
outlining the terms of the transaction, including the purchase price, the payment structure, and
any other key terms and conditions. The buyer and the seller may engage in initial discussions
to determine whether there is a basis for a potential transaction, and to establish a general
understanding of the terms of the deal.

Due Diligence and Revisions to the Deal Terms

Once the buyer has completed due diligence on the target company, the negotiation and deal
structuring process enters a new phase. Based on the results of due diligence, the buyer may
request revisions to the terms of the deal, such as adjustments to the purchase price or
changes to the payment structure. The seller may also propose revisions to the terms of the
deal based on the results of due diligence or other factors.

Finalizing the Deal

After several rounds of negotiations and revisions to the terms of the deal, the buyer and the
seller will hopefully arrive at an agreement that is acceptable to both parties. At this point, the
buyer and the seller will execute the necessary legal documents to finalize the transaction.
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Closing the Deal

Closing the deal is the final step in the buy-side M&A process, and involves executing the
necessary legal documents and transferring ownership of the target company to the buyer. This
process can be complex and requires careful attention to detail to ensure that all the necessary
steps are completed in a timely and efficient manner.

The Closing Process

The closing process typically involves a number of key steps, including the execution of the
purchase agreement, the transfer of funds to the seller, and the transfer of ownership of the
target company to the buyer. In addition, the buyer may need to obtain regulatory approvals or
other consents before the transaction can be completed.

The closing process can be time-consuming, and may involve multiple parties, such as
attorneys, accountants, and other advisors. To ensure a smooth closing process, it is important
for the buyer to work closely with their M&A advisor, legal counsel, and others to coordinate
the necessary steps and ensure that all of the required documentation is completed on time.

Post-Closing Obligations

After the closing, the buyer will assume ownership of the target company and will be
responsible for managing the business going forward. Depending on the terms of the
transaction, the buyer may have certain post-closing obligations, such as paying any
outstanding liabilities or fulfilling any other obligations agreed upon in the purchase agreement.

The buyer may also need to integrate the target company into their existing operations, which
can be a complex process that requires careful planning and execution. This may involve
integrating the target company's employees, systems, and processes, as well as managing any
cultural differences that may arise as a result of the acquisition.
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Challenges and Risks

While M&A can be a powerful tool for achieving strategic goals and driving growth, it also
involves a number of challenges and risks. By understanding and proactively addressing these
challenges and risks, buyers can increase their chances of success and avoid costly mistakes.

Integration Challenges

One of the biggest challenges in buy-side M&A is integrating the target company into the
buyer's existing operations. This can be a complex and time-consuming process that requires
careful planning and execution. Some of the integration challenges that buyers may face
include:

e Cultural differences: The target company may have a different culture and way of doing
things, which can create challenges for integration.

e Organizational structure: The buyer may need to restructure the target company's
organization to align with their own structure and strategy.

e Systems and processes: The buyer may need to integrate the target company's systems
and processes with their own, which can be complex and time-consuming.

¢ Employee retention: The buyer may need to retain key employees from the target
company to ensure a successful integration.

To mitigate these challenges, buyers should develop a detailed integration plan that outlines
the steps needed to successfully integrate the target company into their existing operations.

They should also work closely with their M&A advisor and other advisors to ensure that the
integration process is well-coordinated and executed effectively.

Financial Risks
Financial risks include:

e Overpaying for the target company: If the buyer overpays for the target company, they
may not be able to generate a sufficient return on their investment.

o Financing risks: If the buyer is unable to secure financing for the transaction, or if they
take on too much debt, it can create financial risks for the buyer.
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o Integration costs: The costs of integrating the target company into the buyer's
operations can be significant, and if not properly managed, can impact the financial
performance of the buyer.

To mitigate these risks, buyers should conduct thorough due diligence and valuation analyses to
ensure that they are paying a fair price for the target company. They should also work closely
with their M&A advisor and other advisors to develop a financing plan that is sustainable and
aligned with their long-term financial goals.

Regulatory and Legal Risks

Buy-side M&A also involves several regulatory and legal risks that buyers should be aware of.

These risks include:

¢ Regulatory approvals: The buyer may need to obtain regulatory approvals before the
transaction can be completed, which can create delays and uncertainty.

e Compliance risks: The target company may have compliance issues or other legal risks
that could impact the buyer after the acquisition.

e Contractual risks: The buyer may be exposed to contractual risks associated with the
target company's existing contracts, such as indemnification obligations or liability for
breaches.

To mitigate these risks, buyers should conduct thorough due diligence and work closely with
their legal and regulatory advisors to ensure that all necessary approvals are obtained and that
they are fully aware of any regulatory or legal risks associated with the transaction.
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Best Practices and Tips

There are several best practices and tips that buyers can follow to increase their chances of
success in their M&A journey.

Develop a Clear M&A Strategy

Before beginning the M&A process, buyers should develop a clear M&A strategy that outlines
their goals and objectives for the transaction. This can help them identify potential targets that
align with their strategic goals and ensure that they are pursuing acquisitions that will help
them achieve their long-term objectives.

Conduct Thorough Due Diligence

Thorough due diligence is critical in buy-side M&A. Buyers should conduct a comprehensive
review of the target company's financial and operational performance, as well as their legal and
regulatory compliance. This can help buyers identify any potential risks or issues with the target
company and ensure that they are paying a fair price for the acquisition.

Work with Experienced Advisors

Buyers should work closely with experienced advisors, such as M&A advisors, legal counsel, and
financial advisors. These advisors can provide valuable guidance and support throughout the
M&A process, helping buyers navigate the complexities and challenges of buy-side M&A.

Communicate Effectively with Stakeholders

Effective communication is key to a successful M&A transaction. Buyers should communicate
clearly and frequently with all stakeholders, including employees, customers, and shareholders.
This can help ensure that everyone is on the same page and that the transaction proceeds
smoothly.

Plan for Integration Early

Integration planning should begin early in the M&A process. Buyers should develop a detailed
integration plan that outlines the steps needed to integrate the target company into their
existing operations. This can help ensure a smooth and successful integration and minimize any
disruption to the buyer's operations.
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Focus on Long-Term Value

Buyers should focus on creating long-term value through their M&A transactions. This means
looking beyond the short-term financial benefits of the acquisition and considering how the
transaction can help the buyer achieve their long-term strategic goals.
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Learn more about how
ClearThink Capital guides
our clients through the M&A
process at clearthink.capital
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