
S 
ince 1984, Corporate Control Alert
has delivered reliable coverage 
of the deals that alter control of 
corporations—those valued at 

$100 million or more.

The dealmaking community’s respected sourcebook 
for current legal and regulatory developments  
affecting the M&A landscape, Corporate Control 
Alert provides a deep analysis of the past month’s 
most significant deal maneuvers. 

Corporate Control Alert publishes 10 times a 
year and reaches the most inquisitive M&A 
professionals—those looking to evaluate deals, 
strategies and due diligence procedures. 
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IPC Holdings Ltd. talked to many 
insurance industry rivals and signed a 
merger agreement with one of them 
before agreeing to sell to Validus Hold-
ings Ltd. on July 9. The deal came 
in the face of an offer from a mystery 
bidder widely rumored to be Berk-
shire Hathaway Inc.IPC tapped J.P. Morgan Securities 

Inc. for advice early in 2008 and last 
fall entered into confidentiality and 
standstill agreements with at least 
10 potential counterparties, among 
them Max Capital Group Ltd. Other 
entities, including Flagstone Reinsur-
ance Holdings Ltd., also approached 
IPC, which on March 2 announced 
an agreement to combine with Max. 
IPC would pay 0.6429 of a share for 
each Max share, valuing the target’s 
shares at $16.34 each—a discount of 
about 1% to Max’s Feb. 27 closing 
price. The merger would have left 
IPC shareholders with 58% of the 
combined company, which Max ex-
ecutives would have run.The merger agreement contained 

two key provisions: a “force the vote” 
clause and a no-solicitation clause 
that limited Max’s ability to respond 
to other offers, one of which came 
March 31, when Validus said it would 
pay $1.68 billion in stock for IPC. At 
1.2037 Validus shares for each target 
share, the bid valued IPC shares at 
$29.98, an 18% premium to its March 
30 close. On a call announcing the of-
fer, Validus CEO Ed Noonan said IPC 
had not contacted his company during 
its auction. 

With IPC refusing to come to the ne-
gotiating table, Validus pumped some 
cash into its bid on May 18 by offering 
$3 and 1.1234 Validus shares for each 

IPC share. Max and IPC responded on 
June 4 by dangling two cash dividends 
in front of IPC shareholders if they ap-
proved the deal. Shareholders of record 
June 15 stood to receive a dividend of 

$1.50 per share, with an additional $1 
a share payable after the deal’s close to 
both IPC and Max shareholders. IPC shareholders rejected the Max 

deal on June 12, after the recommenda-
tion of RiskMetrics Group Inc. and ig-
noring those of Glass, Lewis & Co. LLC 
and Proxy Governance Inc. Max pock-
eted a $50 million breakup fee, while 
IPC signed a confidentiality agreement 
with Validus and contacted about 20 
other parties in hopes of a better offer, 
according to the proxy statement. Vali-
dus agreed to a severance plan for IPC 
employees, a two-week go-shop period 
after the signing of a merger agreement 
and some protection from losses incurred 
in the 2009 hurricane season. The initial merger agreement pre-

sented by Validus to IPC mirrored 
the pact between IPC and Max. 
The material adverse effect clause 
in that contract excluded losses 
suffered from hurricane, tornado 
and windstorm claims. Both that 
agreement and the initial Validus 
agreement included a termination 
right if either party suffered a 50% 
decline in book value or a decline of 
more than 20% relative to the oth-
er company. Validus dropped that 
condition from its proposed merger.As IPC headed toward a deal 

with Validus, it received at least two 
other offers. A party widely rumored 
to be Berkshire made a $30-a-share 
cash offer for IPC, and on July 2, 
Flagstone went public with its $1.88 
billion cash-and-stock bid. A week 
later, IPC rejected both for an offer 
from Validus that gives IPC stock-
holders $7.50 per share in cash plus 
0.9727 of a Validus share, consider-
ation worth $29.48 per share. Vali-
dus reimbursed IPC for the break-
up fee it owed Max and used that 
agreement to reduce the nominal 
value of the break fee IPC would 
owe it in the event it took a better 

offer. The latter would be $16 million, 
but IPC would also have to reimburse 
Validus for the Max breakup fee. n

by Donna Block and Scott Stuart

 

IPC shareholders reject the company’s merger 
with Max Capital and end up with a proposed 
sale to rival insurer Validus 

Insurance intrigue for IPC
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Readership Breakout
Corporate Control Alert reaches a discerning 
audience of movers and shakers:

Business & Industry 

Job Function
C-level 2%

Senior Management 48.8%

Other Titled Personnel 49.2%

Corporate 9.5%

Financial 2.4%
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