
Online Class/ Week #7
EMAD 5442



FINAL EXAM OFFICE HOUR: 

Wednesday, 12/8/2021, 6:30-7:45pm CST 

FINAL EXAM:

Tuesday, 12/7, 12:01 am - Saturday, 12/11, 11:59pm CST
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Poison Pill 
Tactic utilized by companies to prevent or discourage hostile takeovers. 

Types: 

1. "Flip-in" /
Permits shareholders, except acquirer, to purchase additional shares at discount. It provides 
investors with instantaneous profits & dilutes shares held by the acquirer. 

2. "Flip-over,, I 
Enables stockholders to purchase the acquirer's shares after merger @ discount. For example, 
shareholder has right to buy stock of acquirer in subsequent merger@ two-for-one rate. 
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Rejected MAC/ MAE motions to cancel a merger 
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1. Tyson Foods Inc. acquisition of Iowa Beef Producers Inc. (also known as Tyson Fresh Meats Inc.)



Hexion Specialty Chemicals (owned by Apollo Management Group) acquisition of Huntsman Inc.
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TransDigm (TDG) Acquisition of Aerosonic LLC



TransDigm originally made an unsolicited offer to acquire Aerosonic in 2008, which Aerosonic’s board of directors rejected as insufficient 

Over the next few years, TransDigm periodically requested updates from Aerosonic, and the two companies began to discuss acquisition in 
earnest in 12/2012. 

Aerosonic retained Bluestone Capital Partners, an investment banking firm, in January 2013 to consider potential strategic alternatives.

Bluestone would receive: 1) $522,000 if TransDigm acquired Aerosonic; 2)$625,000 if Aerosonic accepted a higher from another party plus 5% 
of the incremental amount aboveTransDigm’s offer; or 3) out-of-pocket expenses up to $15,000 if there were no transaction.

In addition,Aerosonic retained Hyde Park Capital, another investment banking firm, to provide a fairness opiniona at a cost of $100,000.

In 4/2013, TransDigm and Aerosonic agreed to merge under the following terms:

•TransDigm would complete the acquisition in two steps: first, it would conduct a tender offerto buy shares for $7.75 in cash. If it acquired
90% or more of the shares, then it would complete a “short form” merger. In the event that TransDigm failed to acquire at least 90% of the
outstanding shares, it would be granted and then exercise a “top-up” option to buy newly issued Aerosonic shares until it reached the 90%
threshold at which time it would complete the“short form” merger.

•Aerosonic agreed to repay all outstanding debt prior to consummating the merger.

•TransDigm’s offer was not subject to a financing contingency, meaning the deal did not depend on TransDigm’s ability to raise the cash
needed to buy the shares.

•Aerosonic would have a 40 day “go shop” period to seek higher bids, after which point it would be subject to a “non-solicitation” clause which
prevented it from seeking higher bids. Although the board could not solicit offers after the “go shop” period expired, it could still consider
unsolicited inquiries that could reasonably lead to higher offers.

•TransDigm agreed to honor the “double-trigger” retention agreements Aerosonic had with its CEO and three other senior executives. These
agreements obligated Aerosonic to pay the CEO $1.5 million and the other three executives approximately $750,000 in severance in the event of
a change of control (e.g., a merger) and the subsequent termination of their employment (i.e.,the second trigger).

•Aerosonic agreed to pay a termination or “break-up” fee of $1.2 million (approximately 3% of deal value) to cancel the acquisition during the
“go-shop” period and $1.5 million if it accepted a higher offer from another bidder after the “go shop” period expired.
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Make-up Quiz #7 (Week #7) for EMAD 5442 

Question #1 (0.5 pts) 
(Fissqy _Qttestion # 1 relates to !he HBS msl' lo be rliscuHed in rlass. TransD{gn1cAemso11it/pleme target mpo11se ef 
abottt 100 /J/ordr) 
Why did TransDigm (TDG) acquire J\crosonic CoqJ? What is the strategy of TransDigm and how
did this acquisition fit into their strategy?

_ ��v� 1,,1� L� h4'\.wce. -� "t f-/ 

j Question #2 (1 pts)
(Fis.rc1y.Qt1estioJ1 #2 relates to the l-f13S case to hi' dismsserl iJ1 dass, TmmDigm arqt1fritio11 qfAemso11ir;pleme 
tar:_get a response q/abottl 150 J1Jonl.r) 
\Vhy did TransDigm choose to do a tender offer followed by a "short form" rnerger? \'<!hat is a
"short-form" 1�1erger? _ T vva- f ,·e. ( e. s c.-t ,• f s-f ,..-�� r.

t_1,p - .,{f "f h "V\ - � ho ,- t - f'.o r:; >-1-t �...-� (2Y"""' r Q..7 �i .,.. e I j o 1/.
Question #3 (0.5 pts) '9 w >1 �r� f:.t'f • � +� r.J t.-1:..
(f-ls.11!)' .Question # 3 rdales to !ht• H BS lase lo be discttned in clas.1� 'fransDig111 Arq11isilio11 q/Aeroso11ic;please 
la1gp mponse q/ahottf 100 1vordJ) 
\Xt'hat \XIACC would you assign for the valuation of Aerosonic and what value per share will you 
rccommcnMd? �li�wAcc == Z.5 i. +[0.2�-- 6 � = 1-.P'IY. ➔ CAP'1

V'
t=-

+{3 AJ( 'i\•r.-, 
Av.t_r1<L (3 /J.. GoMP F lfl..MJ 

V Question #4 (1 pts) Me_ d..: � /
The most common Material Adverse Et'fuct (MAE) clause{carve out}n private target acquisitions -
according to the ABA Deal Points study - was:

A. Industry conditions
B. War or terrorism 
C. Change in accounting ✓

---).., D. Economic conditions 
E. Financial market downturn

/ Question #5 (0.5 pts) 
Anti-sandbagging clause is seller-friendly as it limits buyer's post-closing remedies for a seller's 
breach of representation, warranty or covenant if buyer had knowledge of such breach prior to
closing. 

(J;)Trne 
B. False

j Question #6 0.5 pts) 
Th true deduct! basket is less common than th first dollar baske in private target acc1uisitions.

A. True 
(B. Fal§}
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