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Private M&A Deals and the Role of a
Professional Shareholder
Representative

Growing your company to the
stage of a successful acquisition is
the result of years of dedication
and effort. Reaching an agreement
to sell the company is a significant
accomplishment, but many sellers
underestimate the hard work

that remains after closing a deal.
While the need for advisors in the
pre-closing stage of a sale is well
understood, some sellers overlook
the need for a professional share-
holder representative during the
post-closing period. Assigning a
member of the management team
or an institutional investor can end
up being costly, time consuming
and may open those individuals to
increased liability.
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The Role of a Professional Shareholder Representative

Post-Closing

by

Engaging a professional shareholder representative can shift the administra-
tive burden to someone with extensive experience shepherding private M&A
deals through the final stages. This includes monitoring deal terms and key
dates; tracking individual shareholder allocations of escrows, holdbacks,

or contingent consideration; and providing status updates to shareholders
throughout the process. A professional shareholder representative can also
review claim notices, negotiate disputes, track the achievement of milestones
and earnouts, and coordinate escrow disbursements.

Given the competing interests associated with a sale, a professional shareholder
representative provides an unbiased perspective while acting in the best inter-
ests of shareholders. Given their extensive experience, a professional shareholder
representative may foresee potential problems, help prevent their occurrence,

or mitigate their effects if unavoidable. The ability to anticipate problems allows
for a strategic approach to decrease the likelihood of funds being claimed from
escrow and increases the likelihood of a smooth post-closing period.
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The Skills Needed to Administer a Deal

To provide the breadth of services and support needed in the post-closing
process, professional shareholder representatives must possess a broad range
of skills, experience, and a proven track record of facilitating successful
transactions.

The skills needed on a standard deal include:

* accounting, specifically a detailed knowledge of GAAP

* tax, particularly income tax or sales and use tax experience
* dispute resolution, mediation, and litigation experience

* M&A experience, including deal structure and liquidation
preferences

 contract review and administration

e customer service skills

* project management and organization

Continued
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Quantifying the Administrative Burden

Many sellers underestimate the time it takes to navigate the post-closing
process and its complexity. Let’s look at how much administrative time an
average deal requires.

6-8 hrs 6-8 hrs 8-10 hrs 50-60 hrs

negotiating the creating key date monthly account post-closing

initial agreement and reminders and reconciliation
completing know- outlining and statement delivery
your-customer forms responsibilities

Excluding indemnification claim disputes, the post-closing period can require between
50-100 hours of administrative tasks alone. For example, negotiating the initial agreement,
completing know-your customer forms for the escrow and paying agents can take six to
eight hours. Outlining responsibilities, key terms, and creating important date remind-

ers from the final documents can take an additional four to six hours, while the monthly
account reconciliation and statement delivery can add up to an additional ten hours for the
length of the deal. Reviewing the purchase price adjustment is typically at least another 10
hours, while answering shareholder inquiries and questions can be a daily task. This doesn’t
even include claim negotiation or mitigation.

Continued
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A One-Time Fee Versus an Hourly Rate

Given the hourly rates of attorneys and accountants can range from

$500 to over $1,000 an hour, a simple task such as reviewing the terms of an
agreement to coordinate an escrow release could generate significant
expenses. Alternatively, a professional shareholder representative will charge
a one-time fee that’s typically less than $30,000 for most transactions.

This doesn’t include the value of the time that the actual shareholder
representative is spending coordinating the different aspects of the role, for
which they typically aren’t receiving payment.
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One-time fee charged by a professional shareholder
representative

Cumulative hourly rate charged by a lawyer or
accountant*

. While cost is an important consideration in a private M&A

*deal, the relief of not having to spend time after closing

' answering questions, tracking key dates to avoid missing
v \ deadlines, and coordinating various experts’ assistance is a

priceless benefit for sellers.

*Based on actual global law firm estimate. Rates may vary on a case-by-case basis.
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Contact a member of our team to discuss time
saving opportunities with your next transaction.

Fiona Boger, Managing Director, Shareholder Representative
fboger@wilmingtontrust.com

Morgan Garthe, Managing Director, Shareholder Representative
mdaarthe@wilmingtontrust.com

Stephen McPherson, Senior Vice President, Client Development Officer
smcpherson@wilmingtontrust.com

Wilmington Trust is not authorized to and does not provide legal, accounting or tax advice.

This article is intended to provide general information only and is not designed or intended to provide specific investment, legal, tax, accounting advice, or other
professional advice since such advice always requires consideration of individual circumstances. Before acting on any information included in this article you should
consult with your professional adviser or attorney. Facts and views presented in this report have not been reviewed by, and may not reflect information known to,
or the opinions of professionals in other business areas of Wilmington Trust or M&T Bank. M&T Bank and Wilmington Trust have established information barriers
between their various business groups. There is no assurance that any investment, or financial strategy will be successful.

Wilmington Trust is a registered service mark used in connection with various fiduciary and non-fiduciary services offered by certain subsidiaries of M&T Bank
Corporation including, but not limited to, Manufacturers & Traders Trust Company (M&T Bank), Wilmington Trust Company (WTC) operating in Delaware only,
Wilmington Trust, N.A. (WTNA), Wilmington Trust Investment Advisors, Inc. (WTIA), Wilmington Funds Management Corporation (WFMC), and Wilmington Trust
Investment Management, LLC (WTIM). Such services include trustee, custodial, agency, investment management, and other services. Loans, credit cards, retail and
business deposits, and other business and personal banking services and products are offered by M&T Bank, Member FDIC.

Shareholder Representative engagements are offered through a Wilmington Trust, N.A. subsidiary, WT Representative, LLC.
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