CONTENTS

PART I: THE BACKGROUND . . . . ... ... ... ....... 1
Investment Alternatives . . . . . .. ... ... ... ... ... 1
Contrasting Private and PublicEquity . . . . . . . ... ... .. .. 5
The Ascent of Private Equity . . . . . .. ... ... ... ..... 12

PART II: THEBASICS . . . . . . ... ... .. ... .. ..... 15

SECTION I: THEPURSUIT . . . . . ... ... ... ... ....... 15
Anatomy of aPEFirm . . . .. ... ... .. ... ... 15
The Go-Betweens: Merger & Acquisition M&A) Firms . . . . . . 20
RaisingFunds. . . . . ... ... .. oo 24
Chasing Deals: Finding, Minding and Grinding . . . . . . . . . .. 29
The First 100 Days . . . . . . . ... ... ... ... 36

SECTIONIL: THECRAFT . . . . . .. .. ... ... . ... ..., 41
The Struggle for Capital: Venture versus Buyout . . . . . ... .. 41
The Genius of Financing . . . . . . . ... ... ... ....... 46
Cash Flow: The Lifeblood of Private Equity . . . . . . .. ... .. 52
Four WaystoInvest . . . ... ... ... .. ... . ..... 56

SECTION IlIl: THE CANADIANSCENE . . . . . .. ... ... ... .. 65
The Story of Private EquityinCanada . . . . . . . ... ... ... 65

IX



MERCHANTS OF ENTERPRISE

A Golden Age: 2002-2006 . . . . . . . ..o 77
Canada Pension Plan: World Renowned . . . . . . . ... ... .. 81
Onex: InaLeague of ItsOwn . . . . . . ... ... ... ..... 86
PART lll: THECOLOUR. . . . . ... ... ... .. ..... 91
CONVERSATIONS: THE PRIVATE EQUITY EXPERIENCE. . . . . . .. 91
Two Solitudes: Public and Private . . . . .. .. ... ... .... 94
Psychology of a Business Sale . . . . .. ... ... ........ 98
Preparing a Business forSale . . . . . .. ... ... ... .... 103
The Power of Incentives . . . . .. ... ... .. ........ 108
The Era of Retiring Baby Boomers . . . . . . ... .. ... ... 112
Database Financing . . . . . .. . ... ... ... ... ..... 117
Shotguns: A Maverick Approach . . . . . . . ... ... ... .. 121
Finding the BestPEFunds . . . . . ... ... ... ....... 124
PART IV: THE CONTROVERSY. . . . ... ... ... ... ... 129
The Dark Side of Private Equity. . . . . ... ... ... ..... 129
BCE: The World’s Almost Biggest Leveraged Buyout. . . . . . . 139
The Meltdown and DrowninginDebt . . . . ... ... ... .. 146
The Coming Age of Intelligent Capital . . . . . . ... ... ... 151
APPENDIX: TAX AND LEGAL ISSUES. . . . . ... ... ... 157
Tax Issues in Canadian PE Funds by J. Blanchet,
Deloitte & Touche LLP . . . . . . .. ... ... ... ...... 157

Legal Issues in Canadian PE Funds by C. Koziskie,
TorysLLP . . . . . . . .. . 161



CONTENTS

GLOSSARYOFTERMS . . . . . . . . ... . 169
ACKNOWLEDGEMENTS . . . . . . . ... ... ... 173
SELECTED READING . . . . . . . . ... ... ... ... .. ..... 177
INDEX . . . . . 179
ABOUT THEAUTHOR. . . . . . ... ... ... ... ....... 185
ABOUT THE COLLECTION . . . . . .. ... ... ... ...... 187

XI



