
PricewaterhouseCoopers’ Transaction Services

Webcast: Divestitures in difficult times
Survey results on the drivers of divestiture activity and the 
challenges for 2010 and beyond. 
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PricewaterhouseCoopers

Today’s speakers are:

Mark Ross, Partner, Transactions Services
PricewaterhouseCoopers
Bryan McLaughlin, Partner, Transactions Services
PricewaterhouseCoopers
Filippo Torrigiani, Vice President, Strategy and Corporate Development
Hewlett Packard Corporation

Moderating the panel is:
Peter Edmonston
Financial Journalist 
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PricewaterhouseCoopers

Fall 2009 Divestiture Survey Overview

• Completed in 
September 2009

• Polled 215 C-suite 
executives and corporate 
development directors, as 
well as private equity and 
venture capital professionals

Job titles of respondents
Chariman/President/
Chief Executive Officer

26%

CFO/COO/General Counsel 20%

Head of Corporate Development 10%

General Partner, Partner of 
Investment Partnership

14%

Principal, Vice President of 
Investment Partnership

11%

Other 19%
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PricewaterhouseCoopers

Organization type of respondents

27%

47%

26%

Private equity/venture capital firm

Private Corporation

Public Corporation
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PricewaterhouseCoopers

0

5,000

10,000

15,000

20,000

25,000

30,000

35,000

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

# 
of

 D
ea

ls

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

$3,500

$4,000

$4,500

D
ea

l v
al

ue
 (U

S
$ 

B
il)

No of deals - undisclosed No of deals - Mid Market No of deals >$500m Deal Value
($ Bil)

Global M&A Activity

Note: 2009 deals through September 17
Source: Thompson Reuters

PricewaterhouseCoopers’ Transaction Services 
Webcast: Divestitures in difficult times

Webcast: Divestitures in difficult times



10

PricewaterhouseCoopers

Divestitures as Percentage of M&A Market in the U.S. 

Source: FactSet Research; divestitures represents the sale of a portion of a business.
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PricewaterhouseCoopers

Using EBITDA multiples as a basis for this question, 
how do you assess the extent of a value expectation 
gap between buyers and sellers in 2009?

A. No valuation gap exists
B. Greater than zero but less than two turns of EBITDA
C.Greater than two but less than four turns of EBITDA
D.Greater than four turns of EBITDA
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PricewaterhouseCoopers

The valuation gap is moving.

Using EBITDA multiples as a basis for this question, how do you 
assess the extent of a value expectation gap between buyers 
and sellers in 2009?

4%

45%

45%

6%

Greater than four turns of EBITDA

Greater than zero but less than
four turns of EBITDA

Greater than zero but less than
two turns of EBITDA

No valuation expectation gap
exists
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PricewaterhouseCoopers

Do you expect to see similar or different levels of 
divestiture activity in 2010, compared to 2009?

A. Similar
B. Increase
C.Decrease
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PricewaterhouseCoopers

Actual and Expected Divestiture Activity

Same as prior periods Increased Decreased Delayed

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Next
12 months

Last
12 months

69%

61%Actual and Expected Divestiture Activity
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PricewaterhouseCoopers

Mixed responses about pre-divestiture process and 
conducting strategic reviews.
Pre-divestiture process Frequency of strategic review 

of businesses

39%

29%

14%

18%

No formal process
Some internal review
Some third party seller diligence
Both internal and third party diligence always performed

14%

36%

40%

10%

No review
Ad-hoc but unstructured review
Reviewed when performance deterioration occurs
Reviewed annually
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PricewaterhouseCoopers

Divestiture processes are generally not as robust as 
acquisition processes.
Importance of Divestiture process Divestiture vs Acquisition process

0%

20%

40%

60%

80%

Always
important

Somewhat
important
but difficult
to implement

Far more
important
in a buyer's 
market

Just good
to have

Equally
Defined

Acquisition
process
better
defined

Divestiture
process
better
defined

Neither
process
is defined

0%
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10%
15%
20%
25%
30%
35%
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45%
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PricewaterhouseCoopers

Meeting value expectations in divestitures is mixed.

Value expectations – historically Value expectations – last twelve months

30%

15%

16%

39%

Met or exceed expectations Within 10% of expectations
Fell short by more than 10% Do not quantify expectations

21%

17%
62%

Met or exceed expectations Typically did not meet
Do not quantify expecations
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PricewaterhouseCoopers

Access, information required and time have increased.
Change in access and info request

24%

44%

32%

Same as prior years

Increased requirements and some additional access

Increased requirements and extensive additional access

28%

21%

51%

Process has taken no longer than for similar transactions in prior years.

Process has taken at least 10% longer (but less than 20%).

Process has likely taken at least 20% longer to reach completion.

How has time to complete divestitures 
changed in the last 12 months?
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PricewaterhouseCoopers

Need for audited financial statements has increased.

Given your divestiture experience, how important do you believe it is to have 
audited financial statements available for a divestiture target?*

27%

49%

16%

8%

Has become critical in the current market to get transactions done
quickly and/or to maximize value

Has become more important for buyer due diligence in the current
market than it was historically in certain transactions

Only important if a buyer has financing requirements

Not important from a seller’s perspective

* Data reflects responses only from those who reported divestiture activity.
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PricewaterhouseCoopers

To execute a successful divestiture, you must focus on 
the process from beginning to end.

Overriding Objectives
• Maximize Deal Value
• Minimize Time to Closing
• Maintain Control Over the Process
• Avoid Value Deterioration During Due Diligence
• Avoid Surprises

Address Carve-Out 
Issues, Benefit Plans, 
Taxes, Structure 
Alternatives

Circulate Financial 
Information/Business 
Summary to Buyers

Prepare Data
Room Information

Phase II Due Diligence 
for Selected Buyer(s)

Signing Post Closing 
Adjustment 
Completion

Prepare Preliminary 
Financial Information

Selected Potential Buyers 
Conduct Data Room Visit

Contract 
Drafting/Negotiation Closing

Reach Tentative
Decision to Divest
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Corporate Perspectives
Filippo Torrigiani, Vice President, Strategy and Corporate Development
Hewlett Packard Corporation
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Polling Question #3
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To what extent do you feel adequate credit will be 
available to complete M&A transactions during 2010?

A. Still constrained - similar to 2009
B. Generally available for mid-tier deals but not for the larger

ones
C. Somewhat greater (up to 20%) than 2009 levels for all deals
D. Generally available for all transactions
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Polling Question #4
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In what period do you expect that the M&A market
activity will first exhibit significant/consistent 
improvement/recovery?

A. First calendar quarter 2010
B. Second calendar quarter 2010
C. Third calendar quarter 2010
D. Fourth quarter 2010
E. Not until 2011
F. Not until 2012
G. Never
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Polling Question #5
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Setting aside traditional divestitures, what do you 
expect will be a significant driver in exit activity in 2010?

A. Spin-off transactions (or spin-off IPO's)
B. Distressed sales / bankruptcy transactions
C. Recapitalizations
D. None of these factors will be significant
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Q&A
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PricewaterhouseCoopers would like to thank you for 
joining this webcast.

To watch the replay visit:
www.pwc.com/ustransactionservices

To download “Divestitures in difficult times” visit: 
www.pwc.com/us/divestituresurvey
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