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Accounting considerations. See Financial 
statements

Accounting fi rm
engagement 87, 109, 115–117
role 18e, 84
selection 117–118
transaction services 119

Acquirer, buyer
bidding 87, 204–208, 217–219
contacting 187e, 197, 201–204
fi nancial 45, 71, 131, 161, 162e, 164
identifi cation 87, 110e, 115e, 131–134
strategic 45, 71, 131, 161, 162e, 165, 289

Alcoa 6
Announcement. See also Communication, 

Planning
closing 277
intent to sell 87, 91, 183, 187e
logistics 193–197, 195e
making the announcement 186, 187e, 

193–200
message triangle 197–200, 198e, 200e
timing 185, 188, 193

Anti-competitive combinations. See 
Hart-Scott-Rodino

Approval document. See Corporate approval
Asset sale. See Transaction structure
Asset swap. See Transaction structure
Auction.  See Selling process
Audit. See Carve-out audit

Bank of America 6, 33a
Basis. See Tax and accounting terminology
Best practices 11, 12e

principles. See Corporate divestiture 
Bidder. See Acquirer
Blackstone Group 6, 33a
Board paper. See Corporate approval

Business broker. See Financial advisor
Business development 15, 18e, 19e, 80
Business portfolio. See also Strategic 

assessment
assessment 3, 36
market value 40
performance 39
realignment 36
self-suffi ciency 45
strategic fi t 37–41

Buyer. See Acquirer

Carlyle Group 6, 33a
Carve-out audit. See also Financial 

statements
completion 185, 188, 191–192
nature and scope 116
offering document 126, 174–176

Carve-out, equity. See Transaction 
structure

CBS 33a
Cisco Systems 28
Citigroup 6, 33a
Clear Channel Communications 6, 33a
Closing. See also Purchase agreement

administrative matters 279
announcement 277
buyer fi nancing 275
cash receipts / disbursements 279
closing the transaction 273, 274e
contract compliance 243e, 244–247, 

277–279
disclosure schedules 276
governmental approvals 275
learning from experience 272, 274, 274e
ownership transition 14, 272, 273, 274e, 

277–279
phase of transaction 14, 88e
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Closing (Continued)
post-closing considerations 21–22, 178e, 

277–279
pre-closing considerations 243e, 251, 

274–277
proceeds 276
process steps 273–274, 274e
purchase price adjustment 278
retrospective process assessment 12e, 14, 

280–282
third-party consents 276

Commercial services agreement 177, 178e
Communication

challenge 8
core message 91, 91e
external constituencies 91–93
frequency 26, 284
internal constituencies 93–94
leak 69–70, 132
plan. See Planning

Competition, anti-competitive combinations. 
See Hart-Scott-Rodino

ConAgra Foods 33a
Confi dential information

offering document. 
  See also Selling materials 204
phased disclosure 136–138, 137e

Confi dentiality 47–48, 69, 124
Confi dentiality agreements.  See 

Nondisclosure argreement (NDAs)
Consultants, professionals. 
  See also Financial advisors, Legal advisors 

82–84
Contracts, agreements. See Commercial 

services, IOI, LOI, NDA, Purchase 
agreement, 

TSA
Corporate approval

board paper 78, 187, 199
communications documents 185, 188
divestiture 55, 60, 61–67, 62e, 68e, 69
marketing materials 185, 189–191
negotiations 265

Corporate divestiture 
activity by SIC 32a
approach 42, 42e, 58e, 66, 69
characteristics 3–10

defi nition 3
difference from acquisition 7–10
elements, transaction phases 12–15, 

87–89, 88e
evaluation process 41–43, 42e
execution, implementation 14
importance 5–7
lack of professional literature 9
options 4, 38, 41–43, 56
orphan treatment 11
principles 2, 23–27, 282–287
psychology 7
reasons, rationale 4–5, 91
risks, exposures, constraints 47–51
size of transactions 6
staffi ng model 2, 15–23
structure. See Transaction structure
team. See Team
timeline 96a, 265
transaction model 2, 3e, 10–15, 12e
volume, percentage of M&A 6e

CPA fi rm. See Accounting fi rm
Customers of divested business 92–93, 196e, 

197–198, 198e, 209e, 279

Data room. See Due diligence
Department of Justice (DOJ).

See also Hart-Scott-Rodino 50, 267
Discontinued operations. See Financial 

statements
Discounted cash fl ow (DCF) analysis. See 

Valuation
Disentanglement

costs, one time 65, 147, 170–173, 172e
dependence on third parties 155, 164e, 165
difference from acquisition integration 145
end-state 147, 149e, 158–166, 164e, 169
execution, operational 
considerations 7, 66, 72, 148, 149e, 

177–179
expenses, run rate 147, 173
gather info. / inventory
interdependencies  146, 149e, 149–158, 

159e
information technology aspect 155, 157
infrastructure analysis 72
interdependence: seller and 
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divested business 49–50, 70, 72–73, 144, 
150, 155

interdependent vs.
dedicated functions 153,154e
migration approach 168e, 169
ownership of assets 155
phase of transaction 88e
plan 147, 149e, 166–170, 168e
process steps 146–148, 149e
project team 149–152, 169
quantifying costs. 
See also Financial statements 147, 149e, 

170–177, 172e
reliance on acquirer 147, 164, 164e, 165, 

167, 179
seller requirements 163
selling process impact 161, 162e
stand-alone state 58, 70, 72, 73, 126, 147, 

158, 164, 164e, 166, 177
timing 166, 169

Divesters 
active 6, 33a
experienced 29e
occasional 29e
sophisticated 29e

Divestiture team. See Team
Divestiture. See Corporate divestiture
Divestment structure. See Transaction 

structure
Documentation 27, 63, 284
Due diligence

buyer, lender requirements 116
confi rmatory 138, 187, 187e, 212, 

219–220,
 248, 263, 265, 266
data room 87, 134–136, 140a, 215–217
management presentation. See Selling 

process
preliminary 138, 186, 187e, 212–217
process 88

El Paso Corp 33a
Employees

assignment to divested business 73
divested business 93, 184, 199
fractional 73
incentives 75, 76, 101a

key individuals 74–75
retention agreement 62e, 77e, 101a, 185, 

188, 192
retention plan. See Planning
risk of loss 75
selling corporation 93, 199
stranded 73

Equity carve-out. See Transaction structure
Exclusivity 114, 115e, 132, 206–207, 249, 

266, 286
Execution phase. See also Selling process,
  Transaction structure 12e, 14, 87
Executive management of the divested 

business
management presentation 213

role 15, 18e, 71, 81, 231, 258e
Executive management of the selling 

corporation
marketing materials 190
role 85, 230, 258e

Exxon Mobil 6, 33a

Facilities management 16, 19, 85, 230, 256
Fairness opinion. See Valuation
Federal Trade Commission (FTC). 

See also Hart-Scott-Rodino 50, 267
Federated Department Stores 33a
Finance and accounting

marketing materials 191
role 15, 18e, 80, 229, 232, 238,
256, 257, 258e

Financial Accounting Standards Board 
(FASB) 239e
Financial advisor, broker. See also Selling 

process
engagement 87, 109, 114
engagement letter 115e
evaluation 111–113
identifi cation of buyers 131
management presentation 128
offering document 124
role 18e, 46, 82, 83, 92e
selection 113, 285

Financial impact of the transaction 65
Financial performance 65
Financial statements

accounting / fi nancial reporting 
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Financial statements (Continued)
requirements 226e, 237–242
asset impairment 241
audited vs. pro-forma stand-alone 118, 

175, 175e
bridge schedule 174–177, 175e
discontinued operations treatment 

238–242, 239e
internal use vs. audited 116, 175, 175e
pro-forma stand-alone basis 118, 126, 177

Financing
closing 275
carve-out audit 116
equity 83
purchase agreement 248–249
staple 83

Ford 6
Fortune 500 28

GE 6, 28, 33a
Generally accepted accounting principles 

(GAAP) 232, 238, 240, 241

H.J. Heinz 6
Hart-Scott-Rodino Antitrust Improvements 

Act (HSR)
anti-competitive combinations 51, 269
compliance 50–51, 88, 226, 226e, 250, 

267–270, 275
fi ling threshold 50–51, 267
notifi cation and report form 50, 268
part 4C 268
planning 269
second request 269

Hilton 6, 33a
Honeywell 6, 33a
Human resources (HR) 15, 18e, 81, 157, 230, 

256, 258e

Indication of interest (IOI) 204, 206, 206e
Information disclosure. See Confi dential 

information
Information technology (IT) 16, 18e, 19, 85, 

155, 157, 230, 256, 258e
Initial public offering (IPO). See Transaction 

structure
Insurance function 19, 85

Internal Revenue Code. See also Transaction 
structure 232, 234, 236

International businesses 226e, 270
Investment banker. See Financial advisor

Joint venture. See Transaction structure 
JPMorgan Chase 6, 28, 33a

Kohlberg Kravis Roberts 6, 33a

Leadership. See Team 
Legal advisors

external counsel 84, 119, 268, 270, 275
marketing materials 190, 268
role 15, 18e, 80, 229, 232, 255, 

257, 258e, 264, 285
Lehman formula 83e
Letter of intent (LOI) 206

Management presentation. See Selling 
materials

Management. See also Executive 
management

challenges 8, 78
divestiture process 46, 66, 102a
issues, resolution 106a
roles, tasks, responsibilities 26, 284

Market
attractiveness 38
breadth 45
conditions 44
description 64, 125

Marketing materials. See Selling materials
McClatchy Co. 33a
Microsoft 28
Monopolistic, anti-competitive entities. See 

Hart-Scott-Rodino

Negotiations. See also Team, Purchase 
agreement

agreements 88, 225, 226e, 227–228, 
257–266, 263e

bidding, auction process 88, 187, 187e, 
217–219

fi nal agreement 265
lawyer-to-lawyer 264
leverage 9, 218, 265–266, 286
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mark-ups to purchase agreement 187, 
211e, 213, 218, 263

principal-to-principal 264
No-poach provision 201, 203, 203e
Noncompetition covenant. See Purchase 

agreement
Nondisclosure agreement (NDA) 123, 

201, 202e
Notifi cation and Report Form. See 

Hart-Scott-Rodino

Offering document / memorandum, 
confi dential information memorandum, 
prospectus. See Selling materials

Operational impact on the core business 66
Organization plan. See Planning
Organizational resistance 48–49

Planning
approval.  See Corporate approval
communication plan 9, 61, 62e, 63, 70, 

89–94, 104a, 188
execution / divestiture plan 61, 62e, 

86–89
importance 55, 61
infrastructure analysis 72
operational analysis 72
organization plan 60, 62e, 70–74
phase of transaction 12e, 13, 88e
process steps 60–61, 62e
retention plan 9, 61, 62e, 74–77, 99a

Post transaction activities. See Closing
Preparation

data room. See also Due diligence 87, 
110e, 111, 134–136, 140a

defi nition 109
engagement of external resources 

109–120, 110e
identifi cation of buyers 110e, 111, 

131–134
importance 8, 109, 285
organizational separation. 
See also Disentanglement 19, 109
phase of transaction 12e, 13, 87, 88e
process steps 110–111, 110e
selling materials. See also 
Selling materials 110, 110e, 122–130

structure validation. See also Transaction 
structure 110e, 120–122, 122e

transactional 19, 109
Private equity 21, 161, 214, 289
Process letter (bidders)

fi nal 210, 211e
preliminary 204, 205e

Prospectus. See Selling materials
Prudential 6
Purchase agreement 88, 242, 243e

closing 243e, 244–247
components 242–254, 243e
conditions to close 243e, 251
contingent consideration 245–246
covenants 243e, 249–251
disclosure schedules 242, 247, 254–255, 

255e, 276
distributing draft 186, 187e, 217
drafting / reviewing agreements 88, 225, 

226e, 242, 256–257, 258e, 263
earn out 246
employment matters 243e, 251, 279
escrow agreement 246
general provisions 244e, 253
holdback 246
indemnifi cation 243e, 241, 252
mark-ups. See Negotiations
noncompetition, no-poach covenant 

250, 278
purchase and sale 243e, 244
purchase price adjustments 241, 

245, 278
representations and warranties, buyer 

243e, 248
representations and warranties, seller 243e, 

247–248
tax matters 244e, 253, 279
termination 243e, 252
TSA. See Transition services agreement
working capital adjustment 245, 276, 278

Real estate management 16, 19, 85, 230, 
258e

Regulatory compliance. See 
Hart-Scott-Rodino

Resources. See Staffi ng and resources
Retention plan. See Planning
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Retrospective analysis phase. See Closing 
Revenue delivery vs. revenue 
generation 75

Section 338(h)(10) election. See Transaction 
structure

Section 368 sale. See Transaction structure
Securities and Exchange Commission (SEC)

regulation S-X 116
reporting requirements 116

Selling corporation, seller
objectives, preferences and priorities 45, 

57, 60, 163
Selling materials

approval 185, 188
development potential 126
investment considerations 125
management presentation 51, 87, 122, 

128–130, 213–215
offering document 51, 63, 87, 122, 

124–128, 127e, 204, 268
teaser 122, 123, 201

Selling process
announcement. See Announcement
auction, limited 132, 133, 134e
auction, public 132, 133, 134e
auction, two step 185, 263
contacting potential buyers 186, 187e, 

201–204
drafting agreements. See Purchase 

agreement
due diligence. See Due diligence
fi nal preparation 185, 187e, 188–193
inviting bidders into the second round186, 

187e, 208, 210
IOI. See Indication of interest
LOI. See Letter of intent
management presentation 213–215
negotiated sale 132, 134e
negotiations. See Negotiations
offers, defi nitive / fi nal 88, 186, 187e, 

217–219
offers, qualifying 207, 209e
offers, soliciting and evaluating 87, 186, 

187e, 204–210
phase of transaction 88e
preemptive bid 132, 134e

process letter. See Process letter
process steps 185–187, 187e
sale process types / methods 132–133, 

134e, 161, 162e
Shared services. See Disentanglement
Shareholders

interest in divestiture transaction 183, 197
value creation 5, 11, 36, 47, 58, 63, 90, 

184, 198e, 280, 287
Small company approach 22–23, 24e
Spin-off. See Transaction structure
Staffi ng and resources

expansion and contraction of team 
16–22, 20e

model 2, 15–23
team structure. See Team
under-staffi ng 16, 49

Stakeholders, interested parties 90e, 183
external 90e, 197, 198e, 284
interested third parties 90e
internal 90e, 199, 200e, 284
involved third parties 90e

Stock sale. See Transaction structure
Strategic assessment. See also Business 

portfolio
conglomerate strategy 40
disposition of properties 38–41
phase of transaction 12, 12e, 37e, 88e
pure play strategy 40
use of proceeds 41, 58, 197, 198e

Strategic planning process 3, 35
Structure. See Transaction structure

Tax advisors 18e, 19, 84–85, 229, 232, 258e
Tax and accounting terminology 232

book basis 232
step-up in basis 233
tax basis 232
tax basis in assets vs. stock 232

Tax-free transaction structure. See 
Transaction structure

Taxable transaction structure. See 
Transaction structure

Team. See also Staffi ng and resources
benefi t of divestiture experience 

287–289
cohesiveness 25, 283
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collaboration, non-formalized 17
contract / negotiating team 20, 22e, 225, 

226e, 228–231
core team 15, 18, 18e, 19e, 61, 62e, 79–81
disentanglement project. See 

Disentanglement
expansion, contraction, modifi cation 

16–22, 20e
external resources 15, 18e, 20e, 109, 

111–119
internal resources 16, 18e, 20e, 84–86
leader, leadership 24, 67, 79, 283
negotiating lead 21, 22e, 228, 264
ownership 25
structure 15–16, 78
subject area specialists, subject
  matter experts 15, 18e, 84, 229–230
under-staffi ng 16, 49

Teaser. See Selling materials
Transaction model 2, 3e, 10–15, 12e
Transaction structure

analyzing alternatives 120–122, 223–224, 
224e, 225, 226e, 231–237

asset sale 43, 56e, 233, 238
asset swap 43, 57e, 58, 121, 237
compliance with regulations. See 

Hart-Scott-Rodino
drafting agreements. See Purchase 

agreement
equity carve-out 4, 43, 56e, 58, 59, 113, 236
expertise required 225, 226e, 227–231
factors infl uencing selection 42, 42e, 

44–46, 57–60
initial public offering (IPO) 43, 45, 59, 74, 

113, 162, 236, 266

joint venture 4
legal, tax, accounting implications 

224, 232
negotiating agreements. See Negotiations 

options 4, 43, 56
phase of transaction 88e
process steps 225–226, 226e
sale form of transaction 43, 65, 

238, 266
spin-off 4, 43, 57e, 58, 113, 236, 239
stock sale 43, 56e, 234, 238
stock sale with a 
Section 338 (h)(10) election 56e, 

233, 234
subsidiary sale under Section 368 56e, 58, 

236
tax consequences of asset vs. 
stock sale 235, 236e
tax-free vs. taxable structure 58, 236

Transition services agreement (TSA) 167, 
170, 173, 177, 178e, 242, 255–256, 278

UTEK Corp 33a

Valuation 
comparable sale multiples 99a, 113, 173
 discounted cash fl ow (DCF) 113
 fairness opinion 83, 113

Value creation. See Shareholders
Vendors of divested business 93, 107a,142, 

196e, 197, 198, 209e, 279
Viacom 6, 33a

Working capital adjustment. See Purchase 
agreement
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