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The Critical Role of an M&A
Team in a Business Divestiture

The divestiture of a business represents a pivotal decision for entrepreneurs, often marking the culmination

of years of dedicated effort and strategic planning. Whether driven by retirement, pursuit of new ventures, or
capitalization on a favorable market opportunity, the sale of a business is a complex undertaking with significant
financial and legal ramifications. Therefore, engaging a dedicated mergers and acquisitions (M&A) team is not
merely advantageous, but essential for a successful outcome.

This article examines the indispensable role of an M&A team in navigating the intricacies of business divestiture

and maximizing value for the seller.

1. Expertise and Experience in Complex Transactions

M&A transactions are inherently multifaceted, involving diverse stakeholders, intricate legal frameworks, complex
financial considerations, and strategic implications. Most business owners lack the specialized knowledge required
to effectively navigate these complexities. Assembling a skilled team of M&A advisors, legal counsel, and
accountants ensures that the divestiture process is managed by professionals with expertise in this domain.

An experienced M&A team provides critical market intelligence, industry insights, an understanding of buyer
expectations, and adept negotiation skills. Furthermore, they possess the expertise to structure the transaction in
a manner that optimizes value, minimizes tax liabilities, and safeguards the seller’s interests.

Key M&A Team Members:

M&A Advisors: These professionals specialize in
orchestrating the divestiture process, encompassing
business valuation, identification of potential buyers,
negotiation of deal terms, and ensuring seamless
transaction execution.

Attorneys: Legal counsel is vital to ensure compliance
with all applicable regulations, meticulous drafting of
contracts, and proper handling of intellectual property,
employment agreements, and potential liabilities.

Accountants/Tax Advisors: Tax advisors provide expert
guidance on structuring the transaction to minimize

tax burdens, advising on capital gains taxes, potential
deductions, and other financial considerations that
impact net proceeds.

Wealth Advisors: For business owners, the

sale of a company often represents a significant
liquidity event with substantial implications for
their personal wealth. Wealth advisors provide
crucial guidance on managing the proceeds from
the sale, encompassing investment strategies,
estate planning, and philanthropic endeavors. This
may include advising on pre-transaction gifting
strategies, such as establishing trusts or gifting
assets to family members, to potentially reduce the
tax burden associated with the sale and facilitate
intergenerational wealth transfer.
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2. Maximizing Sale Price

A primary objective for business owners in a divestiture is maximizing the sale price. An M&A team’s market
knowledge, financial acumen, and negotiation skills are instrumental in achieving this goal.

The team conducts a comprehensive business valuation, considering financial performance, market position, and
growth potential. They identify strategies to enhance the business’s attractiveness to potential buyers, including
operational efficiency improvements, profitability enhancements, and highlighting unique selling propositions.

Leveraging their network and negotiation expertise, the M&A team identifies and engages multiple potential
buyers, fostering competition and potentially eliciting higher offers. Through a skillfully managed bidding process,
they can significantly elevate the final sale price.

3. Protecting Seller Interests

Beyond securing an optimal sale price, protecting the seller's interests is paramount. An M&A team plays a crucial
role in safeguarding these interests by:

Protecting intellectual property, customer
Negotiating favorable terms and conditions relationships, and employees during
the transition

Structuring the deal to align with short-term

and long-term financial goals Minimizing personal liabilities post-transaction

For instance, in evaluating a stock sale versus an asset sale, the M&A team, with its legal and tax expertise,
guides the seller through the implications of each option, ensuring the chosen structure yields the most
favorable outcome.

4. Streamlining the Divestiture Process

The divestiture process is time-intensive, demanding meticulous attention to detail and coordination. This can
divert the business owner’s focus from core operational responsibilities. An M&A team alleviates this burden by
assuming responsibility for much of the transactional workload.

From preparing documentation and managing due diligence requests to coordinating communication with
potential buyers and legal teams, the M&A team ensures efficient and effective process management. Their
experience enables them to anticipate potential obstacles and proactively address issues, minimizing delays
and complications.
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5. Due Diligence and Risk Mitigation

Due diligence is a critical phase in business divestiture, where potential buyers rigorously examine all aspects
of the business, including financial records, legal compliance, contracts, and liabilities. This phase can
significantly influence the transaction’s outcome, as buyers may leverage findings to renegotiate terms or
withdraw from the deal.

An M&A team proactively conducts a thorough internal review prior to the buyer’s due diligence, identifying
and addressing potential issues in advance. This mitigates the risk of unforeseen complications during the
buyer’s investigation.

Furthermore, the team safeguards the seller from post-sale liabilities by ensuring appropriate warranties and
representations are incorporated into the sale agreement and negotiating favorable indemnities and escrow
arrangements.

6. Confidentiality and Discretion

Business divestiture often necessitates confidentiality. An M&A team is experienced in handling sensitive
information and managing the process discreetly. This includes enforcing confidentiality agreements, managing
communication with potential buyers, and protecting the business’s reputation throughout the transaction.

Information leaks can disrupt operations, impact employee morale, and damage customer relationships. A
professional M&A team understands these risks and implements measures to protect the seller’s interests.

7. Managing Post-Sale Transition

The divestiture process extends beyond deal closure. A transition period often requires the seller’s involvement
to ensure a smooth handover of operations, relationships, and corporate culture. An M&A team facilitates this
transition by providing guidance on employee relations, customer retention, and integration with the buyer’s
operations.

They also assist in negotiating post-sale agreements, such as consulting contracts, earn-outs, or non-compete
clauses, to secure the seller’s future interests.

Divesting a business is a complex process requiring careful planning, expert guidance, and strategic negotiation.
An M&A team significantly enhances the probability of a successful sale. From maximizing value and managing
risk to protecting seller interests and ensuring a smooth transition, an M&A team provides invaluable support
throughout the divestiture journey.

Business owners contemplating a sale should avoid navigating these complexities alone. Engaging a trusted
M&A team provides the expertise and support necessary to achieve the most favorable outcome.
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Disclaimers:

Naviter Wealth LLC (“Naviter”) is a registered investment advisor with the U.S. Securities and Exchange Commission (SEC) under the Investment Advisors
Act of 1940. Information regarding investment services are provided solely to gain an understanding of our investment philosophy, our strategies and to be
able to contact us for further information. Advice may only be provided by Naviter’s advisory persons after entering into an advisory agreement and provided
Naviter with all requested background and account information.

Information provided in this material is for educational purposes only and does not constitute investment advice nor a reccommendation of any investment,
legal, tax, or financial product. It should not be considered a solicitation to buy or an offer to sell a security. It does not take into account any investor's
particular investment objectives, strategies, tax status or investment horizon. All information contained herein has been obtained from sources believed to be
reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the current accuracy, reliability, or completeness of, nor liability for,
decisions based on such information, and it should not be relied on as such. Consult with a qualified professional before making any legal, tax, investment, or
financial decision.

An investment in a low-liquidity alternative involves significant risks and is suitable only for those persons who can bear the economic risk of the loss of their
entire investment and who have limited need for liquidity in their investment. There can be no assurance that the low-liquidity alternative will achieve its
investment objective. An investment in a low-liquidity alternative carries with it the inherent risks associated with the underlying investments. Each
prospective investor should carefully review the Confidential Offering Memorandum and Limited Partnership Agreements before investing in a low-liquidity
alternative.

Past performance is no guarantee of future returns. Different types of investments involve varying degrees of risk. Therefore, it should not be assumed that
future performance of any specific investment or investment strategy will be profitable. Asset Allocation may be used in an effort to manage risk and enhance
returns. It does not, however, guarantee a profit or protect against loss.
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