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Dear Reader,

I’ve worked in M&A for over 30 
years. Over the last year and a half, 
I’ve witnessed both the industry 
be turned upside down due to a 
global pandemic, and then have an 
unexpectedly rapid recovery. This 
issue of the GGI FYI M&A news is an 
exciting testament to the flexibility 
and tenacity of those in our industry.

Rob Thomson’s article on the 
digitisation of M&A deal processes 
is only one example of the change we 
must embrace. We and many others 
quickly adapted as the pandemic 
expanded across the globe. Like many 
firms, we suddenly found ourselves 

doing pitches via Zoom, performing 
virtual due diligence, and finalising 
all paperwork with DocuSign. This 
has been a monumental shift in 
operation, and embodies the sense 
of resiliency of an industry that 
thrives on in-person relationships.

Dr Antonio Zecchino’s overview 
of M&A in the Italian market is an 
eye-opening take on the effect of 
Covid-19 in one of the hardest-hit 
countries, as well as encouragement 
that we’re collectively moving 
toward more normal times. 

I celebrate this issue not just because 
of the work that various GGI firms 
put into it, but also because of how 

it highlights the strength of those 
who have dedicated their lives to 
business growth and innovation.

  Rajesh U. Kothari, CFA
Editor-in-Chief

Editorial

Disclaimer – The information provided in this newsletter came from reliable sources and was prepared from data 
assumed to be correct; however, prior to making it the basis of a decision, it must be verified. Ratings and assessments 
reflect the personal opinion of the respective author only. We neither accept liability for, nor are we able to guarantee, the 
content. This publication is for GGI internal use only and intended solely and exclusively for GGI members. 

Rajesh U. Kothari

https://www.linkedin.com/in/rajesh-kothari/
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Digitisation of M & A deal 
processes – the future or 
merely a temporary change?
By   Robert Thompson

Prior to the Covid pandemic, deal-
making processes had been gently 
evolving in line with improvements 
in technology, but a significant 
part of the process still relied on 
people reviewing and exchanging 
actual paperwork, conducting in-
person meetings (often with a fair 
bit of travel involved) whether for 
presentations, negotiations, due 
diligence, or actual closings, and also 
on significant printing and scanning of 
legal documents. Virtual data rooms 
(VDRs), while gaining in popularity, 
were still in their infancy in terms of 
functionality and sophistication.

With the Covid lockdowns that 
started abruptly in early 2020, that 
all had to change in a hurry, and it 
did. Meetings and due diligence 
were mostly conducted remotely and 
virtually through Zoom, Teams, Webex 
or similar platforms. Where onsite 
due diligence was previously required, 
drones and iPhones became the norm. 
All paperwork quickly became electronic 
with the execution of legal paperwork 
also being dealt with electronically 
through the programmes such as 
DocuSign. Responding to the suddenly 
changing needs of businesses as a 
result of the pandemic, VDR platforms 
quickly saw substantial improvements 
in functionality with not only Q&A but 

also AI starting to assist with the due 
diligence process by providing machine 
reading technology that enabled the 
quick analysis of bulk documentation 
or contracts. Sophisticated permission 
settings in VDRs brought further 
efficiency and control into the due 
diligence process. Used properly, all 
these advances brought a new efficiency 
to the deal-making process which 
substantially speeded up transaction 
timelines and saved costs both in 
legal and overhead spending, and also 
importantly saved executive time that 
was previously employed to travel to 
“in person” meetings and oversee the 
detailed project management of deals. 

These advances have brought about a 
change in mindset on the part those 
involved in M&A deals; not only from 
a seller and buyer perspective, but 
also on the part of advisors and deal 
makers. Expectations in terms of what’s 
now possible have changed not only in 
terms of timelines, but also in terms 
of efficiency of process, with far more 
control and management now being 
possible through the use of more 
sophisticated applications in VDRs. In 
terms of “legals”, advisor and client 
expectations regarding process and 
efficiency have increased, and firms not 
willing to embrace digital and virtual 
advances run the risk of being left 
behind. Closings are now largely remote 
and virtual, with legal documents being 
signed electronically where legally 
effective to do so. The days of hard 
copy deal bibles are gone, with most 
paper documents just amounting to 
an aggregation of the electronically 
 ...next page

Ward Hadaway is one of the largest full-
service law firms in the north of England, 
with a reputation for quality, innovation, 
and a practical approach to meeting their 

clients’ needs. With 90+ partners and over 
425+ staff, the firm’s approach of partner-led 
relationships with all clients is supported 
by a wealth of expertise and experience. 

  Robert Thompson is the Head of 
Corporate at Ward Hadaway LLP, a top 
100 UK law firm. He has over 35 years 
of M&A experience and edits Sinclair on 
Warranties and Indemnities on Shares 
and Asset Sales, 11th Edition, regarded 
as the UK lawyers’ deal-making bible. 
Recognised in the Legal 500 Hall of Fame. 

GGI member firm
Ward Hadaway LLP
Advisory, Law Firm Services
Newcastle upon Tyne, Leeds, Manchester,
UK
T: +44 191 204 4000
W: wardhadaway.com

  Robert Thompson
T: +44 7900 224 981
E: robert.thompson
 @wardhadaway.com

Robert Thompson 

https://www.linkedin.com/in/robert-thompson-47284513/
https://www.linkedin.com/in/dmitrylitvinovlaw/
https://www.linkedin.com/in/robert-thompson-47284513/
http://www.wardhadaway.com
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signed documents. Printing and 
scanning costs are substantially 
reduced as well as the amount of labour 
involved in managing these aspects 
of a project and its documentation. 

Do we expect the impact of digitisation 
and AI to slow down in the aftermath 
of the Covid pandemic? Highly 
unlikely would be my prognosis – 
those involved in M&A have generally 
embraced the changes and have 
now adapted to this being the “new 
norm”. It’s inevitable that some level 

of personal, face-to-face interaction 
will return, particularly in key areas 
like negotiation, but the efficiencies 
that digital and virtual advances have 
brought to bear in 2020 and 2021 are 
here to stay. Virtual meetings are the 
new normal with the inherent savings 
in travel time and organisational 
effort that come as a result.
 
On-site due diligence where required, 
such as in the industrial sector, will likely 
revert to in-person as that remains the 
most efficient way to handle this. AI 

within the due diligence process is still 
in its relative infancy but substantial 
investments are being made in this 
area, VDR platforms are constantly 
developing, and law firms are currently 
bombarded with choices in terms of 
advances in key document production 
and project management. People’s 
expectations have also changed in 
line with the advances that have been 
made. All of this suggests to me that 
there really is no going back with 
respect to recently introduced digital 
approaches in business – only forward.

Five phases of a transaction 
from the seller’s perspective
By   Michael N. Mercurio

The M&A marketplace is hot! Why? 
There are many reasons including 
the current low tax environment, 

abundant access to capital, low 
interest rates, and many buyers 
looking to deploy their capital. 
For most sellers, the sale of their 
business is their largest financial 

transaction. A good understanding 
of the sales process is paramount.

The five phases of an M&A transaction 
are (i) letter of intent (LOI); (ii) due 
diligence; (iii) contracts; (iv) closing; 
and (v) post-closing. While there 
are five distinct phases, at times the 
phases can overlap or be combined 
depending on the deal. For each phase, 
there are distinct considerations of 
which every seller should be mindful.

The letter of intent is the highwater 
mark for every seller. A seller should 
make certain the LOI contains both 
the relevant key commercial terms 
as well as legal considerations.

Due diligence for a seller requires 
the disclosure of confidential 
information. For a seller, full and 
complete diligence is paramount. 
Disclosure is the friend of the seller 
so that the buyer is fully apprised.

The purchase agreement and related 
agreements are the legal vehicles to 
accomplish the sale. Sellers should 

Offit Kurman is a full-service law 
firm with over 250 attorneys focused on 
representing privately held businesses. 
With deep experience and knowledge 
dealing with the issues that business 
owners regularly face, Offit Kurman’s 
team brings value to every relationship. 

  Michael N. Mercurio, Esq. is counsel 
on matters of corporate law, M&A, and 
transactions. Mr. Mercurio counsels 

entrepreneurs on business and commerce, 
including structure and ownership, 
management and control, financing 
and capital, expansion and acquisition, 
sale and transfer, and contraction.

GGI member firm
Offit Kurman, Attorneys at Law
Advisory, Corporate Finance, Fiduciary
and Estate Planning, Law Firm Services
More than 10 offices throughout the US
T: +1 240 507 1784
W: offitkurman.com

  Michael N. Mercurio, Esq.
E: mmercurio@offitkurman.com

Michael N.
Mercurio

https://www.linkedin.com/in/michaelnmercurio/
https://www.linkedin.com/in/michaelnmercurio/
http://www.offitkurman.com
https://www.linkedin.com/in/michaelnmercurio/
mailto:mmercurio%40offitkurman.com?subject=
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make certain the documents match 
the business terms in the LOI and that 
their trailing liabilities are minimised.

Time is the enemy of every seller. 
Deals that close quickly are more 
efficient and cost less. Getting 
to closing as quickly as possible 
(or determining the deal will not 
work) is beneficial for a seller.

At times, a seller must meet certain 
conditions to finalise the transaction 
after closing. A seller should take 
carefully note of these conditions.

Sellers are at a disadvantage in a 
typical transaction because sellers 
usually sell once. Buyers purchase 
many businesses. Buyers know the 
process and the twists and turns 

involved in a sales transaction, 
as they are often engaged in the 
process on a frequent basis. Sellers 
need to make certain to select 
good advisors who routinely handle 
M&A transactions in order to 
match the mindset of their buyer.

Convertible loans as a new 
instrument in Russian law 
By   Nadezhda Minina

A convertible loan is a popular way 
of financing companies in multiple 
jurisdictions. Its essence lies in 
the right of the lender, upon the 
occurrence of certain conditions, 
to receive shares of the borrower 
instead of a repayment of the loan.

On 13 July 2021, the Law on a 
Convertible Loan entered into 

force in Russia and introduced 
the legal concept of a convertible 
loan into Russian legislation.

What it was like before
Prior to July 2021, convertible loans 
were structured in Russian law using 
complex legal tools that helped 
to achieve a similar legal effect. 
Such structures had a significant 

drawback, i.e., the conversion 
depended on the decision of the 
borrower’s shareholders, taken after 
the conversion condition was met.

What changed
The conclusion of the convertible loan 
agreement now must be unanimously 
approved by the borrower’s general
 ...next page

https://www.linkedin.com/in/nadezhda-minina-law/
https://www.linkedin.com/in/michielteekens/


6

shareholders’ meeting resolution 
(“BGSM”). This resolution is in fact 
a resolution to place shares in favour 

of the borrower. The assignment of 
the right to conversion must also be 
unanimously approved by the BGSM.

The convertible loan agreement 
must provide for determination 
of the conversion price and for 
conversion triggers – i.e., the term 
or conditions upon the occurrence 
of which the lender is entitled to 
receive the borrower’s shares. The 
deadline for filing a request for 
conversion is three months from the 
maturity date, or upon the fulfilment 
of the conditions for conversion.
If the borrower is an LLC, the 
agreement is subject to notarisation. 
If the borrower is a JSC, it is 
sufficient to draw up an agreement 
in a simple written form. Information 
about the concluded convertible 
loan agreement is included in 
the unified state register of legal 
entities, which is publicly available.

The conversion may not take place 
if the borrower objects. In this case, 
the lender will need to go to court. 
A court decision will be the basis for 
transferring the borrower’s shares to 
the lender if the court concludes that 
grounds for conversion are present.

Nektorov, Saveliev & Partners 
is a law firm established in 2006 in 
Moscow, Russia, focused on providing 
comprehensive legal solutions to corporate 
and private clients under Russian and 
English law. Their main practice areas are 
public-private partnership, tax, corporate 
and M&A, arbitration and litigation, 
banking and finance, investments, and 

real estate. They provide legal support to 
clients in Russia, CIS countries (Belarus, 
Kazakhstan, Ukraine), and worldwide.

  Nadezhda Minina is an attorney 
at Nektorov, Saveliev & Partners. She 
specialises in capital markets, investment 
transactions and M&A. She studied at 
Moscow State University, Humboldt 
University in Berlin, and the University 

of Regensburg (Germany), 
and is fluent in Russian, 
German, and English.

GGI member firm
Nektorov, Saveliev & Partners
Law Firm Services
Moscow, Russia
T: +7 495 646 81 76
W: nsplaw.com

  Nadezhda Minina
E: nadezhda.minina@nsplaw.com Nadezhda Minina

https://www.linkedin.com/in/nadezhda-minina-law/
http://www.nsplaw.com
https://www.linkedin.com/in/nadezhda-minina-law/
mailto:nadezhda.minina%40nsplaw.com?subject=
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Debt-funded
M&A deals Down Under
By   Steven Humphries
and   Trent Le Breton

Australian law only permits a company 
to financially assist the acquisition 
of its own (or a parent’s) shares if 
approved by its shareholders, or if the 
company’s board determines it does 
not materially prejudice the company, 
its shareholders, or creditors (which 
directors are often reluctant to do). 

Financial assistance in this context 
can take many forms – loans, a 
guarantee, or a charge over the 
target group’s assets. In cross-border 
M&As, an often-overlooked form 
of such assistance occurs when a 
target accedes to a buyer group’s 
financing arrangements, typically 
by giving security over its assets. 

In a sale context, boards typically seek 
shareholder approval in a process 
commonly known as a “whitewash”. 
This involves the company’s 
shareholders, and in certain 

circumstances, those of its holding 
company, approving the assistance by 
a 75% majority resolution. The buyer 
is unable to vote. The law imposes 
prescriptive information requirements 
for the whitewash, and materials 
must be lodged in advance with the 
Australian corporate regulator, ASIC.

The key logistical issue in M&A 
transactions is the 14-day statutory 

wait period which must expire 
before a company can provide 
the financial assistance.

What this means in practice is that the 
whitewash takes around 17 days once 
you factor in notice requirements. It 
is therefore critical in an Australian 
M&A to consider early whether the 
deal involves financial assistance, and 
plan accordingly. The key takeaway 
for buyers looking to debt-fund 
Australian acquisitions is to determine 
in advance whether the financier 
requires security over target group 
assets immediately on closing, or 
whether it will allow a post-closing 
grace period to bring target group 
assets into the buyer’s security pool. 
To avoid causing significant delay, 
or additional cost and aggravation 
for all involved, financial assistance 
issues should be addressed early. 

Just something to keep on your 
radar if your clients are looking to 
finance acquisitions in Australia.

Walter Baden is an independent 
boutique law firm specialising in corporate 
law. Walter Baden helps clients with 
their most important deals, whether 
acquiring, divesting, restructuring or 

capitalising. In addition, they provide 
a range of advisory services, focused 
on governance, regulatory compliance, 
and commercial transactions.

  Steven Humphries and 
  Trent Le Breton between 

them have over 40 years of 

corporate M&A experience that combines 
industry-leading expertise across 
all stages of corporate transactions 
with commercially astute advice.

GGI member firm
Walter Baden
Law Firm Services
Sydney, Australia
T: +61 2 8328 1888
W: walterbaden.law

  Steven Humphries
E: stevenhumphries@walterbaden.law

  Trent Le Breton
E: trentlebreton@walterbaden.law

Trent Le Breton
Steven 
Humphries

https://www.linkedin.com/in/steven-humphries-450a97b5/
https://www.linkedin.com/in/trentlebreton/
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https://www.linkedin.com/in/steven-humphries-450a97b5/
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Increasing number
of sale options available
to companies

By   David Thomas

Thesis: Selling a company doesn’t 
have to mean giving up 100% of 
your ownership. There are more 
alternatives than ever that allow 
owners to minimise equity transfer. 

As it becomes clearer to shareholders 
that selling and liquidity are not one 
in the same, more and more company 
owners are exploring options that 
go beyond traditional transactions.

Imagine this: two brothers inherit the 
family business from their father. Over 
time the two decide to go in separate 
directions. One wants to grow the 
company and the other wants to exit 
and travel the world. While traditional 
exit options might include selling the 
entire company and losing control, 
alternatives are available to owners.

A dividend or minority recapitalisation 
– where a financial investor or lender 
provides debt and may acquire up to 
45% of the equity – would allow one 
of the brothers to remain in control 
of the business. The selling brother 
would get a third-party valuation 
rather than a discounted internal 
value. Similarly, assuming their 
business has reasonable cash flows, 
a lender may feel comfortable loaning 
the company multiple cash flows 
which could be paid out in cash to the 
brother who wishes to exit for little or 
no equity. The business would then 
use its cash flows to repay the lender.

With USD 250 billion in debt and USD 
1.5 trillion in equity waiting to be put to 
work, an increasing number of investors 

Cascade Partners is an investment 
banking and private investment firm 
serving entrepreneurs, businesses, and 
investors active in the middle market. 
Drawing on the deep management, 
investment and transaction experience of 
its principals, Cascade Partners provides 
the guidance and resources necessary 
to navigate the complexities 
of managing growth as well as 
acquisitions, divestitures, financing, 
and other strategic initiatives.

  David Thomas is a director at 
Cascade Partners. He has almost 25 
years of investment experience. His 
unique background as an analyst, advisor, 
and entrepreneur in both the public 
and private markets offer uncommon 
insight into the investment process.

GCG member firm
Cascade Partners
Advisory, Corporate Finance, M&A
Cleveland (OH), Southfield (MI), USA
T: +1 248 430 6266
W: cascade-partners.com

    David Thomas 
E: davidt@cascade-partners.com David Thomas 

https://www.linkedin.com/in/david-thomas-19377619/
https://www.linkedin.com/in/david-thomas-19377619/
https://www.linkedin.com/in/david-thomas-19377619/
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M&A and Dutch tax:
acquisition of shares
by a Dutch company
By   Edward Hendrickx and

  Carijn van Helvoirt-Franssen

When a Dutch company acquires 
shares of another company, there are 
corporate income tax topics which 
should be considered. Please find 
below a non-exhaustive overview. 

General interest 
deduction
Dutch tax law has a general interest 
deduction limitation. As a consequence, 
when the interest exceeds EUR 1 million 
or, if higher, 30% of the profit defined 
according this provision, the excess 
part of the interest is non-deductible. 

Financing the 
acquisition by 
a group loan
There is a specific provision for the 
acquisition of shares financed by a 
group loan. When the acquisition is 
financed by a group loan and there is 
no back-to-back external loan, under 

certain circumstances the interest on 
the group loan is non-deductible.

Loss relief
If Target is a Dutch tax resident 
with compensable losses, the main 
rule is that Target can offset these 
losses with its taxable profits from 
the previous year as well as from 
the six years following the loss 
year. For the sake of completeness, 
please note that the Dutch 
government announced changes in 
its loss relief legislation (we will not 
elaborate on this in this article).

However, if Target has compensable 
losses and there is a change of 
(indirect) ownership of Target 
exceeding 33.33%, for loss 
compensation there are additional 
requirements that apply regarding 
the extent of the activities in the 
acquisition year compared to 
the activities in the loss year.

Participation
exemption
When the Dutch company’s interest 
in Target exceeds 5%, Target’s profits
 ...next page

are trying to figure out how to deploy 
the massive capital overhang that’s 
out there. As a result, there’s been an 
increase in the willingness to pursue 
alternative investments like minority 
recapitalisations, something that’s 
appealing to those in the middle market. 

According to Pitchbook, the 
number of globally completed 
recapitalisations (including 
leveraged and dividend) in 2020 
was 378. This year, 2021 is on track 
to outpace the prior year with 253 
recapitalisations completed as of July.

How to grow a company and 
understanding available exit 
options all need to be considered 
when structuring a deal. That’s 
why M&A is about more than just 
the financial side of a transaction; 
it’s about people and business.

https://www.linkedin.com/in/edwardhendrickx/
https://www.linkedin.com/in/carijnfranssen/
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EJP Accountants & Adviseurs are 
auditors, advisers, and challengers. 
Their 40 auditors and international tax 
lawyers have a wide range of expertise. 
Their main fields of expertise are Dutch 
corporate and personal income tax, 
international taxation, Dutch royalty, 

interest and dividend withholding 
tax, estate planning, and wage tax. 
They have an AFM license to perform 
audits for larger midsize companies.

  Edward Hendrickx is EJP’s 
founder, partner & tax specialist. 
He specialises in international tax 
advice, mergers & acquisitions, and 
consultancy on entrepreneurship, 
and for larger SME clients.

  Carijn van Helvoirt-Franssen 
completed a master’s degree in fiscal 

economics at Tilburg University in 
2014 and has been part of the EJP 
team since 2020. As an all-round tax 
specialist, she focuses on providing 
tax advice to companies and their 
directors and major shareholders.

GGI member firm
EJP Accountants & Adviseurs
Auditing & Accounting, 
Corporate Finance, Tax
‘s-Hertogenbosch, The Netherlands
T: +31 73 850 72 80
W: ejp.nl

  Edward Hendrickx
E: edwardhendrickx@ejp.nl
T: +31 6 24 54 75 54

  Carijn van Helvoirt-Franssen
E: carijnvanhelvoirt@ejp.nl
T: +31 6 53 89 33 60

Carijn van 
Helvoirt-Franssen

Edward
Hendrickx

are, in principle, exempt from Dutch 
tax. In addition to the tax exemption 
on Target’s profits, the costs of 
acquiring (and selling) Target are tax 
exempt and therefore non-deductible. 
Examples of these costs include 

costs for notarial deeds, advisory 
services relating the acquisition, etc. 

As already indicated, please note 
that this list is non-exhaustive and 
the provisions described are generic. 

Depending on the case, there are 
more relevant tax related topics. 
Therefore we advise you to consult 
a Dutch tax advisor in this matter.

How is the French
M&A market doing in
the post-Covid period?
By   Carole Hong Tran

French M&A context 
and sectors impacted 
The first lockdown in March 2020 
due to Covid-19 abruptly slowed 

down the French M&A market. 
Since the second quarter of 2021, 
the market trend has been dynamic 
for mega deals and private equity. 
The sharp increase in the number 
of mergers and acquisitions can 
be explained by a catch up on 
pending or abandoned deals and 
by the rebounding global market. 

As the pandemic recedes, companies’ 
priorities are now growth and digital 
transformation. Indeed, during 
this period, many companies have 
become aware of their technological 
weaknesses. The main sectors affected 
by M&As are digital, communication, 
media, and web development, 
while health and home equipment 

https://www.linkedin.com/in/edwardhendrickx/
https://www.linkedin.com/in/carijnfranssen/
http://www.ejp.nl
https://www.linkedin.com/in/edwardhendrickx/
mailto:edwardhendrickx%40ejp.nl?subject=
https://www.linkedin.com/in/carijnfranssen/
mailto:carijnvanhelvoirt%40ejp.nl?subject=
https://www.fidag.com/en/#team
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sectors are booming. Also, as a 
result of the crisis, many restaurants 
and hotels are for sale today. 

Main strategies of 
French companies
In this context, many private equities 
and companies are reviewing their 
activities and adopting an offensive 
strategy to diversify or to discover new 
markets. They are seeking to increase 
market share through external growth 
as quickly as possible by acquiring 
know-how without developing it 
internally, or generating growth 
by purchasing highly innovative 
companies. The digital sector is 
mainly impacted by this strategy. 
The second strategy is a defensive 
one, consisting of withdrawing from 
one business to refocus on another 
more successful one. M&As are an 
effective way of buying up struggling 
suppliers and creating synergy – for 
example PSA and Fiat Chrysler have 
merged to facilitate the transition 
from petrol to electric automobiles.
In the post-Covid period the 
offensive strategy will probably 
be more frequently adopted 
than the defensive one.

Post-Covid 
opportunities
The French M&A market is 
opening up interesting business 
opportunities. The post-Covid period 
has seen a substantial increase in 
business sales because of executive 
fatigue, management career 

changes, and other disruptions.
The French recovery plan 
should further promote M&A 
deals on the French market. 

FIDAG SARL was founded in 1985 
and specialises in accounting, auditing, 
and advice to SMEs where they are 
engaged in international operations, 
particularly tax issues, social and labour 
law, legal problems, accounting, and the 
management of operations taking place 
in at least two different countries.

  Carole Hong Tran is a partner 
with FIDAG, a French Chartered 

Accountant, and an ACCA member, 
with considerable expertise in statutory 
audit and due diligence operations.

GGI member firm
FIDAG SARL
Audit & Accounting, Tax, Advisory, 
Corporate Finance
Paris, France
T: +33 1 42 80 20 81
W: fidag.com

  Carole Hong Tran
E: carolehong.tran@fidag.com

Carole Hong Tran
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Employee ownership
in Scotland
By   Graham Bell 

Employee ownership is the exit 
plan that safeguards jobs and 
improves employee engagement. 
When all employees have a direct 
and/or indirect share ownership 
stake, there are unlikely to be 
significant external shareholders 
and there will be organisational 
structures that promote employee 
engagement. This can include 
access to information, employee 
participation and active expression, 
a commitment to staff training, and 
a strong organisational ethos. 

Why sell to 
employees?
One of the key advantages of an 
organised sale to employees is 
continuity. The terms of the buy-
out are largely within the owner’s 
control, and the sale avoids the 

commercial risk of disclosing 
confidential information to 
other potential trade buyers.

How does employee 
ownership work?
The vendor is bought out directly by 
the employees, or indirectly using 
an Employee Ownership Trust. 

Direct ownership by employees can 
cause problems if some employees 
want to sell and others don’t.

Indirect ownership by an Employee 
Ownership Trust can facilitate the 
market for those who want to cash in 
the value of their shares. The Trust will 
organise an annual share valuation 
and then there will be a “deals day” 
to allow those who want to trade their 
shares within the internal market.

Trust ownership means that 
employees of the company know that 

Wright, Johnston & Mackenzie LLP is 
an independent Scottish law firm offering 
the full range of corporate, dispute 
resolution, and private client services. 
It is GGI’s sole Scottish member.

  Graham Bell specialises in 
company and business sale and 

acquisition, banking and security, 
reconstructions (including via insolvency) 
and governance issues, such as a board’s 
relationship with shareholders.

GGI member firm
Wright, Johnston & Mackenzie LLP 
Law Firm Services
Glasgow, Scotland, UK
T: +44 141 248 3434
W: wjm.co.uk

  Graham Bell 
E: gb@wjm.co.uk Graham Bell

https://www.linkedin.com/in/graham-bell-bb37a192/
https://www.linkedin.com/in/graham-bell-bb37a192/
http://www.wjm.co.uk
https://www.linkedin.com/in/graham-bell-bb37a192/
mailto:gb%40wjm.co.uk%20?subject=


13FYI – GGI M & A NEWS  |  No. 01  |  Autumn 2021

How to increase
the valuation multiple
in your business
By   Dolf Campman

When valuing a company, it is 
common knowledge that the valuation 
derived is calculated by Profit x 

Multiple. It is widely assumed that M 
is market driven, but this has been 
disproved. While all industries have a 
benchmark, M in the Profit x Multiple 
calculation can be optimised by: 

 mitigating business risks and
 exploiting “growth accelerators”.

Business risks
The main areas where businesses 
have risks that drive down M are:

 systems and processes
 balance sheet
 income statement
 management structure
 market factors

If a business can improve 
these factors, M increases and 
drives a higher valuation. 

Growth accelerators
Growth accelerators positively 
impact M. These include:

 people and organisation
 routes to market
 products and IP ...next page

Regent Assay is a leading mid-market 
corporate finance and consulting practice 
with a unique blend of strategic advice and 
transaction services. We work with owners 
and management teams who are looking to 
prepare for a full or partial exit, and accelerate 
their growth organically or by acquisition.

  Dolf Campman 
has considerable 
experience in investment 

banking in the technology, media and 
telecom industries. Over many years, 
Dolf has gained experience with a wide 
variety of transactions in the TMT sector 
including IPOs, secondary issues, private 
placements and private equity investments.

GCG member firm
Regent Assay
Corporate Finance, M&A
London, Birmingham, UK
T: +44 121 200 3800
W: regentassay.com

  Dolf Campman
E: dcampman@regentassay.com Dolf Campman

the shares in the trust are held on 
a permanent basis on their behalf, 
have a collective voice through 
the trust in how the company is 
owned and governed, and can 
benefit from the profits that would 
otherwise be paid out to investors.

The company’s management 
still run the company, with the 
board of directors responsible for 
the success of the business.

Does employee 
ownership work?
It definitely has a good 
record of succeeding!

Here is a typical website endorsement:

“As an employee-owned company, 
our values are demonstrated by 
the commitment of our employees 

to go the extra mile in pursuit 
of customer satisfaction. Each 
employee has a vested interest in 
ensuring the Company continues 
to grow and remain at the forefront 
of the markets we serve.”

https://www.linkedin.com/in/dolf-campman-1688774/
https://www.linkedin.com/in/dolf-campman-1688774/
http://www.regentassay.com
https://www.linkedin.com/in/dolf-campman-1688774/
mailto:dcampman%40regentassay.com?subject=
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Moodys Private Client has one 
focus – tax. They provide tax advice 
and planning for individuals with 
personal and business interests on 
both sides of the Canada-US border, no 
matter where they live in the world.

  Aasim Hirji is Director, Canadian Tax 
Law at Moodys Tax. In a world fuelled by 
transactions in the field of tax law, Aasim 

stays focused on his values – building 
relationships based on understanding 
and trust. Having experience in both 
accounting and law firms, Aasim 
brings with him a well-rounded 
perspective on the industry he loves.

  Doug McCartney is Director, 
Business Law at Moodys Private Client 
Law. With more than two decades of 
substantial experience in business law, 
Doug McCartney provides legal services 
in a practical and straightforward 

manner. He was called to the bar in both 
Alberta and Ontario. As an innovative 
legal thinker he handles M&A, corporate 
finance, strategic planning, venture 
capital, and private equity transactions. 

GGI member firm
Moodys Private Client
Fiduciary & Estate Planning, 
Law Firm Services, Tax
Calgary, Edmonton, Canada
T: +1 403 693 51 00
W: moodysprivateclient.com

  Aasim Hirji 
E: ahirji@moodystax.com 

  Doug McCartney
E: dmccartney@mpcbusinesslaw.com

Doug McCartneyAasim Hirji

Optimising Canadian
tax in M&A
By   Aasim Hirji and   Doug McCartney

The need for corporate and tax 
advisors to collaborate is clearly 
evident within the context of mergers 

and acquisitions. A common issue in 
M&A is whether the parties should 
complete a share sale or an asset 
sale. In a share sale, the amount 
of corporate and tax due diligence 

required by a purchaser is significantly 
higher than the due diligence typically 
undertaken in an asset purchase. 
Whereas in an asset sale a purchaser 
can choose the assets it wants to 

 positioning 
 scalability

Strengthening these factors will help 
increase a company’s M value. 

This method means that comparable 
transactions are paramount, as these 
will set the range for the valuation 
multiple to be achieved. If a highly 
sophisticated business is sold at 12X 
EBITDA, then this will set the top of the 
range making it a benchmark company.

If at the other end of the scale a 
company with a high level of business 
risk attracts a valuation of 4X EBITDA, 
then this will become the benchmark 
for the lower end of the spectrum.

A business can therefore benchmark 
itself against other similar companies 
in its sector that have commanded 
high valuation multiples. This 
will give the business the tools to 
identify where improvements can be 
made in order to increase its M.

Based on its many years of experience 
in selling entrepreneurial companies, 
Regent Assay developed a service 
called ”Equity Acceleration Plan” to 
determine the optimum path for a 
company to maximise its opportunities, 
minimise its risks and influence 
positively the multiple achieved on 
sale. In the meantime, Regent Assay 
has achieved a good range of case 
studies demonstrating successful 
EAP project implementations.

https://moodysprivateclient.com/team/hirji-aasim/
https://moodysprivateclient.com/team/mccartney_doug/
https://moodysprivateclient.com
https://moodysprivateclient.com/team/hirji-aasim/
mailto:ahirji%40moodystax.com?subject=
https://moodysprivateclient.com/team/mccartney_doug/
mailto:dmccartney%40mpcbusinesslaw.com?subject=
https://moodysprivateclient.com/team/hirji-aasim/
https://moodysprivateclient.com/team/mccartney_doug/
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acquire and which liabilities it is 
willing to assume, thereby reducing 
its required due diligence. 
When analysing an M&A transaction 
from a tax perspective, it is crucial 
for advisors to be aware of non-tax 
considerations when determining 
the best way to proceed. Such 
non-tax issues include, but aren’t 
limited to: real estate conveyancing 
costs, employment law matters, 
known and unknown corporate 
liabilities, and the ability to assign 
contracts or other assets. 

Typically, from a tax perspective, 
purchasers prefer an asset sale 
while vendors prefer a share sale. An 
asset transaction is generally more 
advantageous to a purchaser as it will 
obtain the full cost basis in assets it 
acquires, which increases depreciable 
amounts and reduces future capital 
gains. For vendors, significantly different 
– and better – tax consequences 
arise in the context of a sale of shares 
compared to a sale of assets. These can 
be significant and include potential use 
of the lifetime capital gains exemption, 
the ability to claim reserves on amounts 

that may not be payable until a later 
year, and the ability to obtain further 
tax deferral if the consideration 
includes shares of a purchaser that 
is also a Canadian corporation.

This often leads to issues in M&A 
where one party prefers a share 
sale and the other prefers an asset 
sale. However, there are alternative 
structuring alternatives available 
when corporate and tax advisors 
collaborate, and these alternatives 

are beneficial to both vendors and 
purchasers. Such structures include 
“hybrid” transactions that realise 
some of the benefits of both an 
asset and a share transaction, as 
well as other alternatives that may 
lead to further tax deferrals. This 
type of transaction structuring 
can often satisfy both purchasers 
and vendors. When a collaborative 
corporate and tax strategy is used, 
advisors can offer more win-
win strategies to their clients.

Development of
the Italian M&A market
in the time of COVID-19
By   Dr Antonio Zecchino

The pandemic not only had a major 
impact on our social lives, but also on 
the M&A market. We have conducted 
an analysis of the M&A market in 
Italy in 2020, and in this article we 
share some interesting results and 
provide an outlook for 2021. 

The Italian M&A 
market in 2020
In 2020 the Italian market faced 
a downturn of 31% (in EUR 
billion) and 20% (number of 
deals) compared to 2019.

In the first semester of 2020 there 
was a significant slowdown in M&A 
activity as a result of the lockdown, 
and extreme uncertainty about the 
outlook for economic recovery. In 
the second semester, there was 
a resumption of M&A activity.

 ...next page

https://www.cavoursp.it/en/our-team/antonio-zecchino/
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Financial and industrial investors 
demonstrated a strong interest in 
resilient businesses with solid and 
clearly defined business plans, as 
well as in vertical integration deals. 

The outlook for 
family-run business 
in 2021 and 
upcoming years
 Financial and industrial investors 

still demonstrate high interest 
in M&A, but M&A transactions 
generally are expected to take 
a longer time to conclude and 
will become more complex.

Cavour Corporate Finance (Cavour) is 
an M&A boutique firm which offers tailor-
made advisory services to satisfy every 
need in corporate finance transactions 
with a strong focus on client care. Cavour 
is a local partner, specialising in cross-
border transactions with a customised 
approach and local competences.

  Dr Antonio Zecchino joined 
Cavour Finanziaria in 1990 and in 1996, 

established Cavour Corporate Finance, of 
which he is Chairman and major shareholder. 
He has specific experience in domestic 
and cross-border M&A transactions, PEG 
activity, strategic and financial advisory, 
and has closed over 50 M&A deals.

GCG member firm
Cavour Corporate Finance
Advisory, Corporate Finance, M&A
Bologna, Italy
T: +39 051 226623
W: cavoursp.it

  Dr Antonio Zecchino
E: antoniozecchino@cavoursp.it

Dr Antonio
Zecchino

Italian M&A market
 in 2020
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 Selling and merger processes place 
a greater emphasis on well-defined 
objectives, and the preselection 
of potential partners is a critical 
aspect to a deal’s success.

 A solid and detailed business 
plan is essential for M&A deals. 
Investors must be more selective, 
focused and demanding.

 Rigid sale and merger processes 
don’t work anymore. Flexibility and 
a tailor-made approach is needed.

 Previously, there was much 
convergence on the valuation criteria. 
Nowadays, there is more asymmetry 

between bidders and sellers in terms 
of valuation. The key issues are:

i. How many years should be 
considered to define normalised 
and sustainable profitability?

ii. Increasing use of adjustment tools 
in order to determine transaction 
value is important. This includes: 
earn-out, reverse earnout, ratchet 
clause, dividend policy, etc.

iii. A well-defined contract structure, 
governance, more articulated SPA 
and SHA requirements, and the use 
of hybrid instruments are all crucial 
factors to successfully closing a deal.

 Private equity funds are 
becoming more interested in:

i. Minority share transactions;

ii. Resilient sectors and targets;

iii. Buy & build strategy.

Macroeconomic conditions influence 
the M&A market. For a strong and rapid 
recovery no other exogenous shocks 
must happen. Further macroeconomic 
factors that influence the M&A market 
are listed in the full report, which

  you can read here.

https://www.cavoursp.it/wp-content/uploads/2021/11/Antonio-Zecchino-Cavour-Presentation-Italy-9th-June-2021.pdf
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