What is a Registered M&A Broker-Dealer?

As a business owner envisioning growth for your company, you may eventually
reach a crossroads where expanding means either merging with a competitor or
acquiring a new venture. These pivotal moments can reshape the future of your
startup. Enter the M&A broker-dealer: financial advisors who specialize in
facilitating the transfer of ownership and control of privately held companies
through sales, purchases, or mergers. Their guidance in such situations is not just a
luxury; it’s indispensable. In this article, we’ll dive into their critical role, compare
them to regular broker-dealers, and explore how they can benefit your business.

Understanding M&A Broker-Dealers

M&A broker-dealers play an essential role in guiding business valuations,
marketing to prospective buyers, and facilitating the completion of transactions
within the mergers and acquisitions space. Here’s a closer look at how they can
assist your business:

e Valuation: M&A broker-dealers offer accurate valuations by analyzing your
financials, market position, and future earnings potential. This ensures you
understand the true value of your company or a potential acquisition.

e Market Analysis: They scrutinize market trends and identify growth
opportunities for your business.

e Due Diligence Support: When vetting potential buyers, M&A
broker-dealers facilitate the due diligence process, ensuring a thorough
evaluation.

e Negotiation Support: Throughout the merger or acquisition process, they
provide assistance in negotiating terms that align with your business
interests.

e Deal Structuring: Their expertise extends to structuring deals that
maximize financial and strategic benefits while minimizing tax liabilities.

e Regulatory Compliance: Navigating the complex regulatory landscape of
mergers and acquisitions is smoother with their guidance.

e Post-Merger Integration: They also offer advice on integration strategies
to ensure that merging entities successfully combine operations.



The M&A Broker-Dealer Registration Exemption

Following the 1985 Supreme Court ruling in_Landreth Timber v. Landreth, M&A
transactions involving stock transfers have been treated as securities transactions,
necessitating M&A broker-dealers to register as such and subjecting them to
rigorous regulatory oversight. Recognizing their unique function, the SEC issued a
no-action letter in 2014, permitting these professionals to operate without standard
registration for specific financial transactions.

This regulatory framework was further refined in 2023 with the Small Business

Mergers, Acquisitions. and Brokerage Simplification Act, coming into effect on
March 29, 2023. It exempts M&A brokers from federal registration in certain
cases, notably for transactions involving companies with an EBITDA under $25
million and gross revenues less than $250 million.

Therefore, M&A broker-dealers are exempt from SEC registration under specified
conditions, contrasting with traditional broker-dealers who must adhere to more

stringent regulatory requirements. However, M&A broker-dealers must still

navigate state-level registration requirements, maintaining a balance between
operational freedom and compliance. If you are looking to hire one, be sure to
consider these factors and check out our blog for more information.

Conclusion

Are you wondering about any of the issues mentioned above? Please email us
at info@wilkinsonlawllc.com or call (732) 410-7595 for assistance.

At Wilkinson Law, we give business owners the documents and advice they
desperately need to fund, grow, protect and sell their businesses. We are
trustworthy business advisors keeping your business on TRACK: Trustworthy.
Reliable. Available. Caring. Knowledgeable.®ighi8g
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https://www.sec.gov/about/reports-publications/investor-publications/guide-broker-dealer-registration

	What is a Registered M&A Broker-Dealer?  
	Understanding M&A Broker-Dealers  
	The M&A Broker-Dealer Registration Exemption 
	Conclusion  



