Preparation and Growth are K eysin New Corporate Finance Transactions

As billionaire Warren Buffet once notetRrice is what you pay. Value is what you get.”
Interested buyers, investors and bankers lookingeat companies often share similar
objectives in ‘kicking the tires’ to be sure a @rgompany has properly documented its
past business activities. On the other side, th®esticompany’s Founder, Board of
Directors, CEO, financial officer, chief operatingfficer, accounting, and other
departments alike are occasionally surprised byd#tail that third parties often request
before committing to a transaction.

Usually the outside party and target company wilnmunicate well in advance of a
transaction to establish agreed ground rules ftin bonfidentiality and venue regarding
the exchange of background information. It is ulsuehsier to ask for information than
to provide it, and so the playing field is not ajwaeven. Target companies which are
already busily managing their businesses can faeeatided schedule burdens of re-
explaining past activities, as well as documentiv@n in detail or in new custom format.

A prudent target company therefore should make gsegns long before the data is
even requested to assemble its core financial aladarelevant operating histories and
projections in readily available form, and as eifree as possible. Communication is the
key for both sides, and quality communication seesial.

Corporate Finance and Projections Are at theHeart of the Give-and-Take

While broad-based historical data from the depantséuilds the necessary foundation,
the ultimate success of the transaction is oftesetban the adequacy of future financial
projections. Outside parties are typically skeptamaa company’s internal projections.
This is because small changes in growth rates pedaude swings in present value.
Very often, agreed growth rates will end up detemg the final price. For the target
company, fully defensible and detailed written asggtions about its growth prospects
can help it survive withering questions and dodtam outside parties. Accordingly, the
target company’s management, corporate finance,ogradations teams should speak
carefully and with one voice on growth and relais=iies. In the end, a good foundation
plus agreed growth should lead to a successfuécibisere can be many elements of both
science and persuasion in the process, becauf#uhe is the domain of both parties.

Doug Johnston is a finance expert witness spetiglizn Commercial Banking &
Lending, Private Equity, and International Busindsarly in his career he was named as
the youngest bank president in Texas, and therdadtestablished multiple bank offices
in both Texas and California. Expanding into Comar Finance and Mergers &
Acquisitions, he became EVP-Finance and a ‘Foundiather’ of the largest private
company in Los Angeles. As a C-Level executivdnaBehands-on’ due diligence and
documentation experience with lenders, investargets and sellers involving hundreds
of businesses engaged in the technology, sernvacemercial real estate, entertainment,
and manufacturing sectors across the US as weh &urope.






