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Professional Certificate in Company Law in the European Union

Mergers and Acquisitions in the EU

Acquisition — The purchase of a target company'’s shares or assets to obtain control. Related terms:
takeover, merger, share purchase. Example: Company A buys 80% of Company B's shares. Practical
application involves due-diligence, valuation, and financing. Challenges include regulatory clearance and
integration risk.

Acquisition Agreement — The contract setting out the terms and conditions of an acquisition, including
price, representations, warranties, and covenants. Related terms: SPA, asset purchase agreement. Example:
The SPA stipulates a cash payment of €500 million. Practical use requires careful drafting to allocate risk.
Challenges include negotiating indemnities and post-closing adjustments.

Acquisition of Control — The act of obtaining a decisive influence over a company, typically through holding
more than 50% of voting rights. Related terms: majority shareholding, voting power. Example: An investor
acquires 55% of voting shares, gaining board control. Practical implication is triggering EU competition
review. Challenges include minority shareholder rights and possible blockades.

Anti-Trust — Legal framework preventing anti-competitive behaviour, ensuring market competition. In the
EU, primarily governed by Articles 101 and 102 TFEU. Related terms: competition law, cartel. Example: A
merger is blocked because it would create a dominant position. Practical application requires early
notification to the Commission. Challenges include complex market definition and remedies.

Article 101 TFEU — Prohibits agreements that restrict competition within the internal market. Related terms:
cartels, restrictive agreements. Example: Two firms collude on pricing, violating Article 101. Practical
relevance for M&A when joint ventures may restrict competition. Challenges involve demonstrating that
benefits outweigh anti-competitive effects.

Article 102 TFEU — Prohibits abuse of a dominant position. Related terms: market dominance, abuse.
Example: A dominant firm imposes unfair pricing on suppliers. In M&A, acquiring a dominant position may
trigger scrutiny. Practical steps include market share analysis. Challenges include proving abuse and
assessing market power.

Asset Purchase Agreement (APA) — Contract for the sale of specific assets rather than shares. Related terms:
asset transfer, due-diligence. Example: Buyer acquires only the manufacturing plant of the target. Practical
use when buyer wants to avoid liabilities. Challenges include identifying and segregating assets and
liabilities.

Bidder — The party making an offer to acquire another company. Related terms: offeror, suitor. Example:
Company X submits a hostile bid for Company VY. Practical considerations include financing and strategic fit.
Challenges involve resistance from target’s board and defensive tactics.
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Blocker — A defensive measure used by a target to prevent a hostile takeover, such as a poison pill or
shareholder rights plan. Related terms: poison pill, defensive strategy. Example: Target issues rights that
dilute the bidder’s shareholding. Practical use to protect shareholder value. Challenges include regulatory
acceptance and potential litigation.

Board of Directors — The governing body of a company responsible for strategic decisions, including
approval of M&A transactions. Related terms: supervisory board, management board. Example: The board
votes to approve a merger. Practical role includes fiduciary duties and oversight. Challenges involve conflicts
of interest and duty to shareholders.

Break-Fee — A contractual penalty paid by a party that terminates a transaction agreement. Related terms:
termination fee, reverse break-fee. Example: The seller pays a €10 million break-fee after the buyer backs
out. Practical purpose is to compensate for lost opportunity. Challenges include enforceability and valuation
of the fee.

Business Combination — A broad term covering mergers, acquisitions, and other forms of corporate
restructuring. Related terms: merger, acquisition, consolidation. Example: Two firms merge to form a new
entity. Practical relevance for EU competition clearance thresholds. Challenges include integrating cultures
and systems.

Capital Markets Union (CMU) - EU initiative to deepen and integrate capital markets, facilitating financing
for M&A. Related terms: EU financial integration, market access. Example: CMU reforms enable cross-border
equity financing. Practical impact is easier access to EU investors. Challenges include regulatory
harmonisation and market fragmentation.

Cartel — An agreement between competitors to fix prices, limit production, or allocate markets, prohibited
under EU competition law. Related terms: price-fixing, collusion. Example: Three airlines agree on seat
pricing. Practical relevance for M&A when joint ventures could become cartels. Challenges involve proving
intent and market impact.

Closing — The final step of a transaction where ownership is transferred and consideration is paid. Related
terms: completion, settlement. Example: On closing day, shares are delivered and cash is transferred.
Practical tasks include filing documents and releasing escrow. Challenges include meeting conditions
precedent and regulatory approvals.

Closing Conditions — Stipulations that must be satisfied before a transaction can be completed. Related
terms: conditions precedent, post-closing obligations. Example: Obtaining EU Commission approval is a
closing condition. Practical management requires monitoring timelines. Challenges include unexpected
delays and renegotiations.

Competition Authority — The body responsible for enforcing competition law, such as the European
Commission’s Directorate-General for Competition. Related terms: antitrust regulator, EU Commission.
Example: The Commission reviews a proposed merger for market impact. Practical role includes assessing
market power and imposing remedies. Challenges include resource constraints and complex investigations.
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Competition Clearance — The approval granted by competition authorities allowing a merger to proceed.
Related terms: merger review, antitrust clearance. Example: The Commission clears a €2 billion acquisition
after imposing divestitures. Practical step involves filing the notification and responding to information
requests. Challenges include meeting remedy conditions and timing.

Confidentiality Agreement — A contract obligating parties to keep disclosed information private during
negotiations. Related terms: NDA, non-disclosure. Example: Parties sign an NDA before sharing financial
data. Practical use protects trade secrets. Challenges include enforcing breaches and defining scope.

Conglomerate Merger — A merger between firms operating in unrelated industries. Related terms:
diversification, unrelated business. Example: A food company merges with a software firm. Practical benefits
include risk diversification. Challenges include limited synergies and possible regulatory scrutiny for market
power in ancillary markets.

Control Premium — The additional amount paid over the market price to acquire a controlling stake. Related
terms: premium, acquisition premium. Example: Buyer offers 30 % above the share price for control. Practical
relevance for valuation models. Challenges involve justifying the premium to shareholders and regulators.

Co-Integration — The process of aligning two companies’ operations, systems, and cultures post-merger.
Related terms: integration, post-merger integration (PMI). Example: IT systems are merged to a common
platform. Practical steps include project management and change control. Challenges include cultural
clashes and employee retention.

Corporate Governance — The system of rules, practices, and processes by which a company is directed and
controlled. Related terms: board oversight, shareholder rights. Example: Governance frameworks dictate
approval of related-party transactions. Practical impact on M&A includes ensuring transparency and
compliance. Challenges involve aligning governance standards across borders.

Cross-Border Merger — A merger involving companies from different EU Member States. Related terms: EU
merger, transnational acquisition. Example: A German firm merges with a French counterpart. Practical
considerations include EU competition law and harmonising legal regimes. Challenges include language
barriers and differing tax regimes.

Due-Diligence — The comprehensive investigation of a target’s business, financials, legal matters, and risks
before completing a transaction. Related terms: DD, investigation. Example: Buyer conducts financial, tax,
and IP due-diligence. Practical tools include data rooms and checklists. Challenges include uncovering
hidden liabilities and time constraints.

EU Merger Regulation (EUMR) — The legal framework governing the review of mergers that meet EU
turnover thresholds. Related terms: EU competition law, Article 22. Example: A transaction exceeding
€5 billion EU turnover triggers EUMR review. Practical steps involve filing the notification and responding to
the Commission’s requests. Challenges include lengthy investigation periods and possible remedies.

European Commission — The EU executive body, including the Directorate-General for Competition,
responsible for enforcing EU competition law. Related terms: EU authority, competition regulator. Example:
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The Commission issues a decision on a merger case. Practical role includes assessing market effects and
imposing conditions. Challenges involve balancing market integration with competition protection.

European Economic Area (EEA) — The internal market comprising EU members plus Iceland, Liechtenstein,
and Norway, relevant for cross-border M&A. Related terms: single market, EEA agreement. Example: A
Norwegian firm acquires an EU company, invoking EEA provisions. Practical impact includes applying EU
competition rules. Challenges include differing national regulations.

Financial Advisor — A professional who advises on transaction strategy, valuation, and negotiation. Related
terms: investment banker, M&A adviser. Example: An investment bank structures a €1 billion acquisition.
Practical contribution includes fairness opinions and market insights. Challenges involve conflicts of interest
and fee structures.

Financing Structure — The arrangement of debt and equity used to fund a transaction. Related terms:
leveraged buyout, cash-free debt-free. Example: The buyer uses a mix of senior debt and equity to finance
the deal. Practical implications affect interest costs and covenant compliance. Challenges include market
volatility and covenant negotiations.

Fundamental Asset — An asset essential to the target’s core business, often retained in asset-sale
transactions. Related terms: core asset, strategic asset. Example: The manufacturing plant is a fundamental
asset of the target. Practical relevance for valuation and negotiation. Challenges involve defining what
constitutes a fundamental asset.

Gooduwill — The intangible asset representing the excess of purchase price over the fair value of identifiable
net assets. Related terms: intangible asset, premium. Example: €200 million of goodwill is recorded
post-acquisition. Practical accounting under IFRS 3. Challenges include impairment testing and valuation
uncertainty.

Holding Company — A company that owns sufficient voting stock in another company to control its policies
and management. Related terms: parent company, subsidiary. Example: A holding company creates a new
entity to acquire the target. Practical use for structuring and tax planning. Challenges include compliance
with anti-avoidance rules.

Horizontal Merger — A merger between competitors operating in the same market. Related terms:
same-industry merger, market consolidation. Example: Two telecom operators combine. Practical relevance
for competition analysis due to potential market concentration. Challenges include proving efficiencies and
obtaining clearance.

Information MemorandumRelated terms: pitch book, teaser. Example: The IM includes financial statements,
market position, and growth strategy. Practical tool for marketing the deal. Challenges involve maintaining
confidentiality and accuracy.

Initial Public Offering (IPO) — The process by which a private company offers shares to the public for the first
time. Related terms: flotation, listing. Example: A company goes public to raise capital for acquisitions.
Practical relevance for providing equity financing. Challenges include market timing and regulatory
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compliance.

Integration Risk — The risk that post-merger integration will not achieve anticipated synergies or may cause
operational disruption. Related terms: synergy risk, execution risk. Example: Integration delays lead to cost
overruns. Practical mitigation includes detailed integration planning. Challenges involve cultural differences
and system incompatibilities.

Joint Venture (JV) — A business arrangement where two or more parties pool resources for a specific project,
often subject to competition review. Related terms: partnership, co-venture. Example: Two firms create a JV

to develop a new technology. Practical benefits include shared risk. Challenges include governance and exit
strategies.

Key Man Clause — A provision in a transaction agreement that makes the deal contingent on the continued
involvement of a specific individual. Related terms: performance covenant, personnel clause. Example: The
acquisition is conditional on the CEO staying for 12 months. Practical use to protect against loss of critical
talent. Challenges include enforceability and valuation of the clause.

Leveraged Buyout (LBO) — A financing technique where a buyer uses a high proportion of debt to acquire a
company, leveraging the target's assets as collateral. Related terms: debt-financed acquisition, private
equity. Example: A PE fund acquires a firm using 70 % debt. Practical considerations include interest
coverage and covenant compliance. Challenges involve high leverage risk and refinancing needs.

Letter of Intent (LOI) — A non-binding document outlining the main terms of a proposed transaction before
definitive agreements are signed. Related terms: term sheet, memorandum of understanding. Example: The
LOI sets out price, structure, and exclusivity. Practical purpose is to lock in basic terms. Challenges include
ambiguity and potential liability.

Liquidity Event — An occurrence that allows investors to convert equity into cash, such as a sale, IPO, or
merger. Related terms: exit, cash-out. Example: A venture capital fund exits through a merger. Practical
relevance for fund performance measurement. Challenges include timing and valuation.

Market Definition — The process of delineating the relevant product and geographic market for competition
analysis. Related terms: relevant market, HHI. Example: The Commission defines the market for cloud
services in the EU. Practical impact on merger assessment. Challenges involve data availability and
substitutability assessment.

Merger Control — The set of EU rules requiring notification and approval of mergers that meet certain
thresholds. Related terms: competition clearance, EU merger regulation. Example: A transaction triggers the
EU Merger Regulation and must be notified. Practical steps include filing the notification and responding to
information requests. Challenges include timing and possible remedies.

Merger Integration — The coordinated process of combining two companies’ operations, cultures, and
systems after a merger. Related terms: post-merger integration, PMI. Example: Integration teams align HR
policies. Practical tools include integration playbooks. Challenges include talent retention and IT system
harmonisation.
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Merger Review Process — The procedural steps taken by competition authorities to assess a merger, from
notification to decision. Related terms: Phasel, Phase Il investigation. Example: The Commission conducts a
Phasell in-depth analysis. Practical timeline often spans several months. Challenges involve extensive data
collection and potential remedies.

Minority Shareholder — An investor holding less than a controlling stake, often protected by specific rights.
Related terms: minority rights, squeeze-out. Example: Minority shareholders may demand a fair price in a
buy-out. Practical relevance for fairness opinions. Challenges include negotiating minority protections and
possible litigation.

Monopolistic Abuse — Conduct by a dominant firm that exploits its market power to the detriment of
competition. Related terms: dominance, exclusionary conduct. Example: A dominant firm imposes exclusive
dealing. Practical relevance for M&A when acquiring a dominant position. Challenges include proving intent
and market effects.

Non-Compete Clause — A provision restricting a party from engaging in competing activities for a defined
period. Related terms: restrictive covenant, covenant not to compete. Example: Sellers agree not to start a
competing business for two years. Practical tool to protect the buyer's investment. Challenges include
enforceability and duration limits.

Offer Price — The amount per share or per asset that a bidder proposes to pay in an acquisition. Related
terms: bid price, consideration. Example: The offer price is €45 per share, representing a 20 % premium.
Practical relevance for shareholder approval. Challenges include market reaction and fairness assessments.

Operating Agreement — The contract governing the internal management of a partnership or limited liability
company. Related terms: shareholder agreement, partnership deed. Example: The operating agreement
outlines profit sharing after a merger. Practical importance for governance. Challenges involve aligning
terms across jurisdictions.

Parent Company — The entity that holds controlling interest in one or more subsidiaries. Related terms:
holding company, group. Example: The parent consolidates the financial statements of its subsidiaries.
Practical relevance for group-level M&A strategy. Challenges include inter-company financing and
regulatory reporting.

Post-Closing Adjustment — A modification of the purchase price after closing based on subsequent events,
such as working-capital adjustments. Related terms: earn-out, price adjustment. Example: The final price is
adjusted for net-working-capital shortfall. Practical purpose is to align expectations with actual
performance. Challenges include dispute resolution and accurate measurement.

Pre-emptive Right — A contractual right giving existing shareholders the first opportunity to purchase new
shares before they are offered to outsiders. Related terms: subscription right, anti-dilution. Example: Existing
shareholders can pre-empt a new issuance. Practical use in protecting ownership percentages. Challenges
include triggering events and valuation methods.

Pre-Merger Notification — The requirement to inform competition authorities of a merger before it is
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consummated, providing details for assessment. Related terms: merger filing, EU notification. Example: The
parties submit a pre-merger notification to the Commission. Practical steps include preparing the
notification pack. Challenges include meeting filing deadlines and providing accurate data.

Private Equity (PE) — Investment funds that acquire companies, often using leveraged structures, aiming for
value creation and eventual exit. Related terms: venture capital, buyout. Example: A PE firm acquires a
mid-size manufacturer. Practical considerations include exit strategy and portfolio management. Challenges
involve high leverage and market timing.

Public Offer — An invitation to the public to purchase shares, usually in the context of a takeover bid. Related
terms: tender offer, cash offer. Example: The bidder launches a public offer to acquire 100 % of the target.
Practical regulation includes the EU Takeover Directive. Challenges include achieving sufficient acceptance
and dealing with defensive tactics.

Regulatory Remedy — A measure imposed by competition authorities to address competition concerns, such
as divestitures or behavioral commitments. Related terms: remedy, concession. Example: The Commission
requires the seller to divest a subsidiary. Practical purpose is to preserve competition. Challenges include
agreeing on the scope and timing of divestitures.

Reverse Takeover — A transaction where a private company acquires a public company to obtain a listing
without an IPO. Related terms: back-door listing, SPAC merger. Example: A tech start-up merges with a
dormant listed shell. Practical advantage is quicker market access. Challenges include due-diligence on the
public entity and potential hidden liabilities.

Rollover Equity — The portion of the target's equity that existing shareholders retain in the new combined
entity. Related terms: equity roll-over, share swap. Example: Shareholders roll over 30 % of their equity into
the merged company. Practical use for aligning interests. Challenges involve valuation and dilution
concerns.

Share Purchase Agreement (SPA) — The contract governing the sale and purchase of shares in a target
company. Related terms: acquisition agreement, equity deal. Example: The SPA sets the closing date, price,
and warranties. Practical importance for allocating risk. Challenges include negotiating representations and
indemnities.

Shareholder Rights Directive — EU legislation enhancing shareholders' ability to influence corporate
governance, including voting and disclosure rules. Related terms: SRD, voting rights. Example: The directive
requires transparent voting procedures in cross-border deals. Practical impact on M&A voting thresholds.
Challenges include aligning national implementations.

Shareholder Vote — The formal approval by shareholders of a proposed transaction, often required under
corporate law and EU directives. Related terms: shareholder approval, special resolution. Example: A 75%
majority is needed to approve the merger. Practical step in the post-closing process. Challenges include
dissenting shareholders and potential squeeze-out actions.

Side Letter — A supplemental agreement that addresses specific issues not covered in the main contract,
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often used for confidential or ancillary matters. Related terms: ancillary agreement, addendum. Example: A
side letter provides a confidentiality clause for the buyer's advisors. Practical use for flexibility. Challenges
include enforceability and alignment with the main agreement.

Strategic Buyer — An acquirer that seeks to obtain synergies, market entry, or technology rather than purely
financial returns. Related terms: corporate buyer, synergies. Example: A telecom company purchases a rival

to expand network coverage. Practical motivations include growth and competitive advantage. Challenges

involve integration complexity and regulatory scrutiny.

Substantial Holding — Ownership of a significant percentage of voting rights, often triggering disclosure
obligations under EU law. Related terms: threshold, transparency. Example: Owning 5% or more of a listed
company requires public disclosure. Practical relevance for takeover bids. Challenges include timing of
disclosures and market impact.

Squeeze-out — A mechanism allowing majority shareholders to compel minority shareholders to sell their
shares, typically after a takeover. Related terms: compulsory acquisition, minority exit. Example: After
acquiring 95 % of shares, the buyer can squeeze out the remaining 5 %. Practical use for achieving full
control. Challenges involve fair price determination and legal hurdles.

Takeover Bid — A public offer to acquire a target company, often subject to the EU Takeover Directive.
Related terms: public offer, tender offer. Example: The bidder launches a cash-offer at €50 per share.
Practical steps include filing the bid with the national regulator. Challenges include defensive measures and
shareholder acceptance.

Takeover Directive — EU legislation harmonising the rules on public takeovers to protect shareholders and
ensure fair processes. Related terms: EU Directive 2004/25/EC, takeover regulation. Example: The Directive
requires equal treatment of all shareholders. Practical impact on bid procedures and information disclosure.
Challenges include divergent national transpositions.

Target Company — The firm being acquired or merged with. Related terms: acquisition target, sell-side.
Example: The target is a leading provider of renewable energy solutions. Practical role includes providing
information and negotiating terms. Challenges involve valuation expectations and defensive tactics.

Tax Efficient Structure — A transaction design that minimises tax liabilities for both buyer and seller. Related
terms: tax planning, double-tax treaty. Example: Using a share-sale to benefit from participation exemption.
Practical importance for overall deal economics. Challenges include compliance with anti-avoidance rules
and differing tax regimes.

Tender Offer — A public invitation to shareholders to sell their shares at a specified price, often used in
hostile takeovers. Related terms: public offer, bid. Example: The bidder issues a tender offer for 60 % of
shares. Practical steps include filing the offer document and complying with the Takeover Directive.
Challenges include achieving the requisite acceptance level.

Timetable — The schedule of key milestones and deadlines for completing a transaction. Related terms:
schedule, project plan. Example: The timetable sets a 90-day closing window. Practical use for coordinating
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parties and managing expectations. Challenges include regulatory delays and due-diligence bottlenecks.

Triple-Bottom-Line (TBL) — An approach that evaluates a transaction based on financial, environmental, and
social performance. Related terms: ESG, sustainability. Example: The buyer assesses the target's carbon
footprint alongside profitability. Practical relevance for EU ESG regulations. Challenges involve data
collection and quantifying non-financial impacts.

Valuation Multiple — A ratio used to estimate a company's value, such as EV/EBITDA or P/E. Related terms:
multiples, comparable companies. Example: The deal is priced at 8x EBITDA. Practical tool for
benchmarking. Challenges include selecting appropriate comparables and adjusting for market conditions.

Variable Consideration — A component of the purchase price contingent on future performance, such as
earn-outs. Related terms: earn-out, contingent consideration. Example: An additional €20 million is payable
if revenue targets are met. Practical purpose aligns incentives. Challenges include measurement, timing, and
accounting treatment.

Veto Rights — Contractual powers allowing a party to block certain decisions, often granted to minority
shareholders or lenders. Related terms: protective clause, consent rights. Example: Lenders retain veto rights
over dividend payments. Practical use to protect interests. Challenges include negotiating scope and
avoiding deadlock.

Work-In-Progress (WIP) Inventory — Items that are partially completed at the time of acquisition, affecting
asset valuation. Related terms: inventory, unfinished goods. Example: The target holds €5 million of WIP.
Practical consideration for purchase price adjustments. Challenges involve assessing completion risk and
valuation accuracy.

Write-Down — The reduction in the book value of an asset when its fair value falls below carrying amount.
Related terms: impairment, devaluation. Example: Goodwill is written down after post-acquisition testing.
Practical impact on financial statements. Challenges include forecasting future cash flows and regulatory

acceptance.

Yield-Based Valuation — A method that derives value from the expected cash-flow yield, often used for
dividend-paying companies. Related terms: dividend discount model, DCF. Example: The target's valuation
is based on a 5% yield. Practical relevance for investors seeking income. Challenges involve estimating
sustainable dividend growth.

Zero-Level Merger — A merger that does not meet EU turnover thresholds and therefore does not require
notification. Related terms: de minimis, low-value merger. Example: Two small firms merge without EU
clearance. Practical benefit is reduced regulatory burden. Challenges include monitoring thresholds in case
of future growth.
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