Chapter 5
Case Study: Blackstone Outmaneuvers Vornado to Buy Equity Office Properties
1. Despite having a signed purchase agreement with Blackstone, Vornado bid $52 per share (60 percent in cash and the remainder in Vornado stock) and eventually $56 per share. What was the motivation for the Vornado bid and its cash and stock composition?
Answer: The signed agreement still was subject to EOP shareholder approval. Vornado believed the breakup value was higher than $48.50. The composition of the purchase price may have reflected Vornado’s inability to borrow and the desire to appeal to shareholders interested in a tax-free share for share exchange.

2. What was EOP’s response to the higher Vornado bids and why?
Answer: EOP rejected Vornado’s bid, even though it was higher than Blackstone’s, due to the uncertain value of the stock portion and the bid’s submission in the form of a letter rather than a sales contract, as well as the 3-4 months required to get a signed agreement and Vornado shareholder approval.
3. Describe Blackstone’s negotiating strategy with EOP to counter Vornado bids?
Answer;  Blackstone continuously raised the offer price, retained an all-cash composition for the purchase price, and made counter-offers contingent on EOP’s willingness to hike the breakup fee which would add to the cost of another buyer.
4. What could Vornado have done to assuage EOP’s concerns about the value of its stock?
Answer: Vornado could have agreed to a collar arrangement around the purchases price which would have required an increase in the number of shares it offered if its stock went down.
5. Why did Blackstone have a huge incentive to close the deal?
Answer: Blackstone would receive an acquisition fee of .5 percent or $195 million no matter how well EOP performed longer-term.
