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ABSTRACT

M&As are continuing to grow globally and are expected to increase in the future. With
the fourth industrial revolution and the strengthening of neo-protection trade between
countries, technology is cited as the core of national competitiveness, and the trend of M&A’s
increase, which is aimed at securing technology, is expected to continue. However, the risk
of technology leakage, which is difficult to determine clearly illegally in the process of M&A,
is still growing, and there is not enough prevention or response to this problem. the purpose
of this paper was to divide the M&A process into seven stages and to ensure that important
information of the enterprises during M&A between the countries and the domestic companies
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was not leaked unfairly, and each step analyzed the risk factors and causes of the leakage
of important information in the M&A process and presented a risk-specific management
plan for minimizing the leakage of important information based on the importance of the
risk factors. Companies that pursue M&A in the future will reflect the M&A step—by-—step
risk and risk management measures derived based on case analysis and expert surveys.
I hope to use risk management measures to help minimize unintentional leakage of important

corporate information into the outside.

IIUE AN, T8AR, M&AST HHEAE, 7efrs, d97lERns
M&A, Mergers and Acquisition, Important Information of the Enterprise, M&A
and Leakage of Information, Leakage of Technology, Industry Technology Protection
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(Table 1) 7 Stages of M&A Process

Stage

Stage 1 M&A Decision

Stage 2 M&A Preparation

Stage 3 Target Corporate Contact

Stage 4 Bidding & Transaction Proposal

Stage 5 Selected Negotiator & Signed MOU

Stage 6 Final Negotiation & Contract

Stage 7 Post-integration

Source: Samil PWC, Practice M&A[23].
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A Prior Study A Case Study
\ \

Expert Survey

1:1 Interviewing

|

Risk factors Extraction by
M&A Steps

Working Expert Survey

Risk factors feasibility study
(5 points Likert Scale)

!

Risk diagram Pairwise
comparison(AHP) by M&A Steps

Risk factors and Relative risk
diagram Extraction by M&A

]

Management Plan for Risk
Factors by M&A

(Figure 2) Research Method
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(Table 2) Risk factors and causes for each M&A stage

Sort Steps—by-Step Propulsion Risk factors and causes
. If the technical manager and secret manager are not able to participate
2L %%r;g)se M&A Task Force in the M & A TF, they may not be able to check the possibility
of leakage of important information such as technology in advance.
Stage 2 | 2-4, Information materials
preparation Basic Investment | Risk of unintentional disclosure of important information if the
Guide, Confidentiality company does not exclude important information
Agreement, etc.
3-1. Initial contact Initial contact | Risk of missing the other party’s approach to stealing sensitive
with counterparties information if the other party’s M & A objectives are not understood
(Tapping) properly
3-2. Confidentiality Agreement |Risk of failure to respond to a breach of agreement without a legal
Stage 3 (CA) conclusion expert review of the confidentiality agreement
3-3. Present detailed data Financial
status, shareholder Risk of unintentional disclosure of important information if the
composition, technology and | company does not exclude material information
manpower
4-1. Purchase offer suggestion |Risk of not knowing in advance the prospective buyer for fraud
Submit a Letter of Interest |or takeover due to failure to conduct a credit check on the buyer.
4-2. Real picture Products, sales
network, transactions, Risk of failing to prevent the conduct of due diligence during the
Stage 4 holdings, cash flows, due diligence process
contingent liabilities, etc.
o T ; ) 1| Risk of failure to review unfair or unreasonable provisions in advance
43 I;l?dl gtODOSdl Buyer's proposal if the buyer does not fully review the contents of the proposed
8! final proposal.
1T . . Risk of suspending the main contract after the priority agreement
St 5 5-1. First Negotiator Selection has taken important information during the due diligence process
age
& 5-2. Signed MOU with Priority | Risk of failure to review unfair or unreasonable provisions in advance
Agreement if not fully reviewed MOU
6-1. a detailed inspection of the |Risk of suspending the main contract after the priority agreement
preferred negotiator has taken important information during the due diligence process
Risk of failure to review unfair or unreasonable provisions in advance
Stage 6 if financial, accounting, legal and technical experts do not fully
_ : . review the contract. Risk of inabhility to take responsibility for the
6-3. Conclusion of main contract disclosure of sensitive information without express provisions, such
as prohibitions related to the disclosure of sensitive information
such as technology.
Stage 7 | 7-1. Post-integration Risk of leaking important company information by employees

dissatisfied with M & A
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(Table 3) Risk Assessment Results by M&A Stage
Average
Sta Risk factor Average| standard | Min | Max T/F
ge (p) error | (p) | (D
(p)

9 Taskl Force T Participation Missing Technical-pro 2.2 0.16 1 4 0
in guidance materials Important Information disclosure 35 0.19 2 5 1
The other party approaches to steal important information | 3.2 0.23 2 5 1

3 | About CA No professional review 3.0 0.19 2 5 1
Included in the information Disclosure of important information| 3.6 0.23 2 5 1
an unreliable prospective buyer 3.1 0.26 1 5 1

4 |leakage by workers 42 0.16 3 5 1
unfair/unreasonable Proposal clause 3.1 0.22 1 4 1

5 a preferred negotiator Leakage from due diligence process 3.6 0.29 2 5 1
MOU content unfair /unreasonable agreement 29 0.27 1 5 0

; ifrtlga Cstelzmg important information Termination of main 38 033 9 5 1
Unfair / unreasonable Contract Clause 2.6 0.23 1 5 0

7 | M&A Dissatisfaction Employee Outflow 3.6 0.33 1 5 1
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(Table 4) Relative Risks by M&A

Risk potential
M&A Stage (Relative ClL
weighting)
Stage 2 M&A Preparation 0.070
Stage 3 ’i“(;irrfaectt company 0123
Stage 4 Bidding &
Transaction 0.174
Proposal 0.025
Stage 5 Sele@ed Negotiator 0932
& Signed MOU
Stage 6 Final Negotiation &
e Contrac% 0.248
Stage 7 Post-integration 0.152
Total 1.000
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(Table 5) Management Plan for Risk Factors by M&A

Stage Risk factor Management Plan

Exclude important information (technology /
Stage 2 |Disclosure includes important information | secrets, personnel information, etc.) from the
brochure

The other party accesses important information

L. M&A cognitive search for technology extortion
to seize it

Stage 3 Failure to provide a sufficient and professional

review of the CA Expert review of CA content

Scope of data provision Strategic setting, review

Disclosure includes important information of contents thoroughly

Investigation and review of the number of subjects

An unreliable buyer (credit check, etc.)

Stage 4 |Leakage of important information through due

. Security management for due diligence
diligence Y & &

Unfair / Unreasonable Proposal Full Review by Legal Professionals

Leakage of important information during the | Thorough security management for important

Stage 5 . . .
e due diligence process information such as technology

.. . . . | Thorough security of important information prior
After  seizing  important  information . ..
.. . to this contract (separate agreement for provision
Termination of main contract . . . .
Stage 6 of important information, etc. if necessary)

Full Review by Legal Experts on the contents of

Unfair / unreasonable Contract Clause .
this contract

Continuous security management to prevent

Stage 7 | M&A Dissatisfaction Employee Outflow technology leakage
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