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Landscape: Essential Steps
for Successful Merger &
Acquisition

Introduction

What is Merger and Acquisition (M & A)?
A merger is a combination of two or more entities where
each merging entity has an equal stake in the new
enterprise and each merging entity has a clearly
defined role in the new entity.

An acquisition takes place when one company buys
another company. The acquisition will take place when
buyers acquire all or part of a target company’ shares.

Purpose for Merger and Acquisition (M & A)

1) Strategic Business Objective
M & A takes place because it aligns with the long-term
vision and strategic objective of the organization. This
can happen by acquiring a company that
complements the firm’s strategic plan, enhances its
core competencies, or provides pathway for future
growth of the business.

2) Strengthening market position through M & A
Companies may establish a more substantial presence
in their respective industries through mergers and
acquisitions, which can result in an increase in market
share. Besides, the acquisition of competitors can
consolidate market power, allowing the combined entity
to drive competitive advantage and influence market
prices
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25 November 2024 3) Create synergy between the companies
Synergy is a paramount consideration in M & A because
it can determine the future of M & A. Synergy is created
of when the combined companies create value that
surpasses the sum of their individual parts. To maximise
the benefit of synergy, people of the companies need to
understand the strategy from top to bottom of the
companies.

4)   Leveraging existing knowledge
Different companies have difference expertise, whether
in terms of talent or skills. Companies can frequently use
established experience and competencies to thrive in
new ventures. This lowers the learning curve and
improves operational efficiency in the new business
domain.

5) Diversification of products or services
Companies frequently engage in M&A to diversify their
products, which can reduce reliance on a single line of
goods or services.

Preliminary Process before M & A takes place

Due diligence 
Due diligence is the comprehensive, systematic process
of examining and evaluating a business, investment,
mergers and acquisition prior to entering into a
transaction or business arrangement. Due diligence
aims to fully comprehend and scrutinize all aspects of a
proposed deal, thereby mitigating risks and enabling
informed decision-making.
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25 November 2024 1)Legal Due Diligence

Corporate Structure:The buyer must study the target's
corporate framework, organisational documents, and
ownership stakes to ensure proper governance.

Commercial: The buyer should also evaluate the
target’s company with suppliers, customers and third
parties to determine the terms, obligations and
potential risks.

Litigation: It is necessary to determine whether the
business has encountered any litigation issues or
disputes. This is because, it will affect the business in the
future.

2)Financial Due Diligence 
Examine Financial Statements: The buyer needs to
assess the target company's income statements,
balance sheets, and cash flow statements from the
previous three to five years.Understanding the target
company’s financial capabilities is crucial.

Assess Liabilities: The buyer needs to identify any
outstanding debts, accounts payable, and other
contingent liabilities of the company. Therefore, it is
crucial for the buyer to obtain up to date information
prior to acquiring the company, as it will impact them in
the future should the deal proceed.
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25 November 2024 3) Human Resources and Organisational Culture 

Employee Agreements: The buyer needs to examine
essential employee agreements and remuneration
frameworks. Besides, they need to assess the
organisational culture, employee morale, and
congruence with your company's values and
procedures. 

Employee Turnover: Examine employee turnover rates
and any possible challenges associated with talent
retention.

Before any company wants to start the mergers and
acquisitions process, it must conduct relevant forms of
due diligence.

Conclusion
In conclusion, it’s crucial to comprehend the purpose or
objective of mergers and acquisitions before
proceeding with the companies’ mergers and
acquisitions. Secondly, it is significant to discover what
creates value in mergers and acquisition transactions.
Central to this process is due diligence, which serves as
an essential mechanism for assessing the risks and
opportunities associated with the target company.

Disclaimer: This newsletter contains general
information only. It does not constitute legal advice nor
an expression of legal opinion. For further information or
inquiries kindly contact +6014-923 8785 or email
info@legalasa.com
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