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Mergers, Acquisitions and Divestitures: 
Leveraging the commercial opportunities for 
software & cloud 

Mergers, acquisitions and divestitures (MAD) are complex transactions that 
result in fundamental structural company change or transformation. There 
are many important aspects to consider, from staffing and office space, to 
operations and finances – and, crucially, software and cloud investments. 
Prioritization and timing are critical to maximize potential outcomes.

Ensuring that cloud and software licensing and contracts are in order 
ahead of such significant agreements is an essential part of ensuring 
smooth IT transition in the future, avoiding unexpected costs, and 
mitigating any potential risks (some of which can impact the overall sale 
or purchase value). As such, organizations need to fully understand their 
software and cloud landscapes, commercially and contractually. The 
effective management of software and cloud investments is key and should 
be utilized as an opportunity to achieve commercial and  
contractual optimization.
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Mergers, Acquisitions & Divestitures:

•   Merger – two entities consolidate to form one single, new organization

•    Acquisition – one entity absorbs another (whether part or whole), often to 
enhance its existing offerings, expertise or technology

•    Divestiture – part of an organization is sold off to generate revenue, reduce 
assets for financial benefits, mitigate debt or improve efficiency

It is important to review the wider impacts of this type of business activity. 

At a corporation level, C-level positions will likely be restructured while 
departments may change in size and be given different objectives, it is likely 
that employees will move within departments or even roles. There will also be 
considerable legal activity and it is likely that procurement teams will have fresh 
priorities and requirements to fill to meet the needs of the new organizational 
structure. 

Business strategies and goals will evolve to fit the new and changing narrative, 
while communication, both internal and external, will see change. During periods 
of strategic change, it is important that stakeholders and customers are managed 
carefully and guided through the process. Furthermore, resourcing, funding and 
budgeting situations could dramatically change.

 

From an asset separation perspective, everything from buildings and facilities 
to IP, trademarks and marketing need to be considered. In IT, the likes of 
domain names, email addresses, user accounts and licensing all need to be 
accounted for. When it comes to infrastructure and systems, such as data centers, 
networking, security, telecommunications, and payroll, as well as software and 
cloud services, licensing and contracts, these will all need to be restructured and 
re-evaluated. 

Operational processes and procedures will inevitably undergo change. Under 
new management or a company restructure, business, legal, HR and legal 
processes may alter while IT services and Procurement will have new priorities 
and requirements to deal with, with new assets and tools to manage. Contracts 
with third-party suppliers – including software vendors and cloud service 
providers will be impacted and should be managed accordingly.

While many of these areas may not look like they relate to IT Asset Management 
(ITAM), being aware of the wide-reaching impact of MAD is a key part to ensuring 
that this portion of any transition or separation activity can be completed as 
smoothly as possible. It can even be an opportunity to make optimized 
improvements, commercially, contractually and technically.

The wider-business impacts of MAD
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There are also existing suppliers and services 
to consider, organizations should commercialize 
their decisions making sure to leverage their 
buying power before the transformation change 
takes place to ensure commercial benefits can 
be realized. Relationships with vendors will have 
to be carefully inspected and then managed 
– especially if there is more than one existing 
relationship between different entities.  

Entities, whether separating or merging, will likely need to onboard new services 
and suppliers, involving a whole host of new tenders, solutions and contracts 
that need to be managed effectively. In addition, budget changes may result in 
a need to reduce services or enable an organization to increase its variety and 
number of solutions. 

If an organization has been divested, it might not need as many licenses or 
tools as it once did, and it may be looking to change suppliers to be more cost-
efficient. If a company has been acquired, it may need to terminate or renegotiate 

its existing contracts. During a merger, the two entities may need to rationalize 
their estate to fit a new structure or meet the objectives of new management, so 
existing services will need to be updated or changed as a result. 

Also keep security, compliance and relevant resources in mind. Typically, with 
a divesture, the parent organization will be covered with group IT security 
technologies and will often have a team managing multiple vendors. Post 
divesture, this requires vendor consolidation and often a higher grade of 
automation, complexity and an uplift in capability. 

If the majority of an ITAM team have remained with the parent organization 
for example, the divested company could see limitations such as a lack of 
local knowledge, very little in-house experience with developing mega vendor 
partnerships and contracts, and no benchmark of how to assess requirements 
and create an accurate Bill of Materials. As a result, organizations can make 
unrealistic asks on the vendor and not achieve their desired outcomes. 

Instead, divested organizations need to carefully re-assess their requirements, 
capabilities and resources. For example, Livingstone Group recently helped 
a major brand retailer successfully migrate away from its global brand parent 
organization by re-assessing which capabilities needed to be SaaS based to 
account for the limited resources and skills internally in the new divested entity. 

Whether taking on new services or reworking existing systems, knowing your 
contract position is an essential part of keeping your technology investments 
optimized during a MAD transformation, avoiding risks and leveraging 
opportunities to save money.

A deeper dive into the 
MAD effects on Technology 
Asset Management
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Understanding your current position regarding 
software and cloud contracts and carrying out 
detailed risk due-diligence is vital for any company 
to manage change or a strategic transformation 
program successfully.  

It can be far too easy, especially with the many other facets of preparing for a major 
company change, to consider postponing the necessary commercial risk due-diligence 
– but this is a key part of ensuring a smooth transition to avoid unwelcome surprises. 
We have seen organizations try to rectify contractual problems too late in the process, 
not fully understanding how exposed their organization can be to specific terms and 
licensing risks, they have spiraled quickly into costly and complicated issues, with 
escalating liabilities that can significantly impact the process and business value.

It is important to understand the risks that come with any merger or acquisition. 
Acquiring a company means inheriting a host of compliance risks and costs, resulting 
in potential valuation problems and even further liabilities. By not fully understanding 
the terms and conditions within existing contracts, your organization could also find it 
difficult to negotiate favorable terms with a publisher or service provider – even as part 
of a new company or as an independent entity, publishers will still have knowledge of 
your requirements, so it is important that you are on the same page and preparation is 
critical

Also keep in mind that establishing a new contract sets the tone for all future contracts, 
dictating the discounts and terms that could have a positive (or negative) effect for years 
to come. It is crucial, therefore, to understand your software and cloud needs now to 
ensure the benefits continue into the future.

The pitfalls of not knowing 
your contractual position
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Points to consider

•   Most publishers offer a specific (often short) window for companies to declare   
    whether they have been through a merger, acquisition or divestiture. Oracle,  
    for example, has a 60-day declaration period

•   When it comes to contractual discounts, keep an eye out for unit price increases,  
    when being acquired, as an organization may not keep its original discounts

•   Be aware of preferential buying regions – if two companies are coming together  
    from different regions, check to see which offers the best deal on pricing

•    Understand your right to request a contractual amendment agreement or a contract 
re-negotiation

•   Keep in mind the Transfer of Service Agreement that gives companies permission to  
    use software for a short transition period after being divested

•    A ‘greenfield’ negotiation is an opportunity to establish a new contract, setting  
a high watermark for all future negotiations – be aware though that publishers will be 
looking to steadily reduce the level of discount for all future contracts

•    Deployed software can restrict negotiations. This will convert a greenfield 
negotiation to a ‘brownfield’, with lots of effort required to undo any over-purchasing 
and will also impact negotiation leverage 

•    With modern licensing now primarily cloud-based, remember that the rules around 
licensing ownership have changed

The pitfalls of not knowing 
your contract position
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While assessing contracts, it is crucial to consider 
the contractual intricacies for both parties in the 
transaction – what is the impact on usage and what 
are the forward contract requirements? Now is the 
time to insert smart clauses such as taking ‘Future 
Affiliates’ into account. What are the constraints of the 
exiting contractual agreement? 

It can take a substantial amount of time to learn and understand. This will also 
need to be completed for each publisher, each with different contractual terms and 
dependencies. Having time to prepare is therefore essential, so do not leave contractual 
evaluations until the last minute. 

For any aspect of IT Asset Management, planning ahead is key to a successful outcome. 
Only when contracts have been thoroughly analyzed and understood can commercial 
opportunities be identified and any licensing and compliance risks be mitigated. 
Factoring in future demand, optimization and growth allows an optimal negotiation 
strategy to be achieved. 

By preparing as far ahead of schedule as possible, organizations will be prepared to 
handle any unexpected findings and be able to come through the other side of MAD 
with a futureproofed and optimized contract.

Preparation is essential
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It is important to remember that it won’t be just 
a singular contract from just one vendor that 
will be going through the transition period. To 
keep a track of all the required actions across 
your vendor base effectively, it is importance 
to establish a robust framework and assign 
accountability to ensure a smooth transition and 
maintain business as usual for each entity.

Establish a framework 
and accountability

For example, establish an approval or steering committee for both 
entities. This will help assign and approve asset allocation and transfer 
between two parties, ensuring that the spilt is fair, accurate and agreed 
upon, and will also provide accountability for approving and adding new 
tools, solutions and devices. These steering committees should include 
high-level members of legal, Procurement and executive teams to make 
sure that asset allocation is correct across all contracts. The RACI – 
Responsible, Accountable, Consulted, Informed – model for management 
should also be implemented in this instance.
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When managed correctly from an IT perspective, 
mergers, acquisitions and especially divestitures 
provide great opportunities for organizations to 
renegotiate brand-new, more favorable software 
and cloud contracts.

These organizations can rationalize and gain greater control over their licensing 
terms to create a more agile contract for future requirements, that will be better 
suited for long-term value – and more accommodating for any future MAD 
transformations.

Organizations can also use the opportunity of structural change to become 
more sophisticated in buying licenses. For example, if a divested company has a 
reduced number of requirements, it can look to develop its specific user personas 
and create a more tailored environment. They can also take advantage of a variety 
of discounts. Programmatic or earned discounts, for instance, or an increased 
discount if an acquisition has resulted in a greater number of users. 

But it is key to remember that these benefits can only be achieved if contracts and 
licensing are properly understood and contract renewals and negotiations are 
planned well in advance without the pressure of a looming business event.

An opportunity to start afresh
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Our experts are here 
to support you Enlisting help from an independent and experienced 

third party such as Livingstone Group can provide 
invaluable advice and insight to help you navigate 
the complexities of software and cloud contracts, 
especially where organizational transformation can 
create significant reputational risk for all parties. 

During an acquisition, we help organizations profile risks and reduce financial exposure, 
and for newly divested companies we help negotiate your first entity level contract, 
establishing benchmarks for the future. We fill in any experience gaps of knowing how 
to establish and challenge a Bill of Materials (BoM) and guide your team through the 
negotiation process – a huge reassurance for any newly established team of a divested 
company whose negotiations were previously led by a parent company. Similarly, if an 
organization is going through a breakup, Livingstone helps by providing independent 
mediation to ensure all parties get what they need. 

We know that the prospect of combing through every little detail of a contract can be an 
overwhelming prospect. We have extensive experience in supporting clients through the 
Merger, Acquisition & Divestment process; minimizing risk and optimizing our clients’  
post-transaction technical, commercial and contractual positions.

With teams of contract experts across mega vendors and publishers, we help optimize and 
agree on a realistic and necessary BoM and use our expert industry knowledge to secure 
publisher discounts. We can help to plan and negotiate your contracts, and ensure you 
know the specific details, terms and risks to ensure you achieve an optimal outcome – 
whatever the structural company change.

If you would like more information or have any questions on any of the points raised in 
this paper, please contact our team of experts at https://www.livingstone-group.com/
contact-livingstone/ or info@livingstone-group.com. We will be happy to arrange a call  
to discuss your unique challenges and requirements.
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