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This white paper overviews the rewarding process necessary to position a company to sell to a well-
qualified buyer at the best possible price. Those who desire to exit their business through a sale to an 
outside buyer should engage in this process before putting their company on the market. This pre-sale 
process reduces the seller’s risk of not closing by putting energy, resources and effort—in advance 
of any attempted sale—into: 

 Understanding the seller’s company; 
 Identifying and remediating any issues that could prevent a sale; 
 Uncovering (and often enhancing) the company’s competitive advantage; and 
 Identifying prospective buyers. 

Let’s look at each step of the ESG Pre-Sale Process: 

Step One:  Assessing Your Readiness to Sell – BERI 
As you know, entering into any endeavor before one is ready can, and usually does, end in disaster. 
For this reason, the first step in the ESG Pre-Sale Process is to complete the BERI Survey, a 10 
minute, 20 question online assessment that can assist in determining financial and mental readiness 
for their exit. There is no fee to take the assessment and answers are sent immediately via e-mail and 
kept completely confidential.  

Step Two:  Marketability Assessment 
The owner’s answers to our BERI Survey will guide us as we put the company under a microscope 
to see if it can withstand the scrutiny of a buyer’s due diligence. An initial teleconference, 
videoconference, or in-person meeting is conducted so that we may gather important data on the 
seller and the business. We probe several important areas including: owner’s exit goals, family 
considerations, financial performance, company systems, competitors, potential buyers, industry 
acquisition activity and competitive advantages. We need to know what expectations owners have 
about their exit and then ask if various constituency groups within the company (such as other 
owners, key managers, etc.) share those expectations. We take a quick snapshot of the company’s 
systems with an eye towards understanding and how transferable, scalable and reproducible they are. 
We then look at a company’s environment:  its competitors, possible buyers, and current acquisition 
activity in its industry. Finally, we take a look at what makes the company different from its 
competitors and thus valuable to a buyer. Buyers will pry open every dark closet and turn every 
stone before taking a seat at the closing table. For that reason, owners must not only reveal to us 
every skeleton in every closet, we must remove those skeletons or minimize their potential negative 
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impact upon the buyer. Preparing for due diligence before the sale process begins saves time during 
the sale process, and thus reduces the risk of a failure to close. 

The Marketability Assessment step answers several key questions: 

 What is the current market value of the business? 
 What can be done to optimize value? 
 Is now the right time to sell? 

You may need to work on increasing the value of your business before you pull the trigger on 
marketing your company. There are several ways to make your business more appealing--and more 
valuable--to buyers. 

1. Increase profitability. Look for new ways to cut costs or create efficiencies that will give 
your business that extra profit boost leading up to a sale. What non-recurring expenses can 
be added-back to net income? 

2. Are there recurring revenue agreements? In the years leading up to your exit, consider 
ways to consistently increase sales and revenue, with special attention on recurring revenue 
sources that generate gross income for a new owner right out of the gate. Building recurring 
revenue streams and shoring up any pending customer or vendor contracts will give buyers 
comfort that they will have a consistent revenue flow while they get acclimated to the new 
business.  

3. Evaluate processes and procedures. As a seller, your job is to convince buyers that they 
can continue to successfully operate the business after you leave. The way to do that is by 
developing airtight processes and procedures that enable the company to function effectively 
without your direct involvement. Make sure these processes are documented so the new 
owner essentially has a guide to running the business successfully.  

4. Keep key employees on board. The last thing a new owner wants is unanticipated 
employee turnover. Skilled employees bring stability to the business and generate real dollars 
for the company. Build long term incentives for key employees, such as deferred 
compensation that vests over time or bonus plans tied to profits that motivate key 
employees to stay on after a business sale.  

5. What differentiates your product or services? Differentiation is an important priority for 
any small business. Demonstrate that your company is uniquely positioned to dominate a 
slice of the market. Are there any patents, intellectual property or other unique features of 
your products or services that give you an advantage over your competitors? 

6. First impressions matter. Oftentimes a buyer’s first impression of your business is the 
physical structure. Make sure your facility is looking its best. If you’ve been considering any 
renovations, new furniture purchases or even just a fresh coat of paint, make sure it is all 
complete before any buyers step foot in the door. Tighten up any loose ends, such as leases, 
contracts and other agreements can significantly increase business value, ensuring that you 
receive the price you need to move on to the next stage of your life.  
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Step Three:  Introduce the “Best Fit” Investment Bank 
If the Marketability Assessment step yields an acceptable valuation for you and all other indicators 
point towards selling at this time, this is the point where we bring our approved Investment Bankers 
into the process to help focus attention on potential buyers in the marketplace. Our goal is to 
identify which firm in the M&A marketplace has expertise in your industry to identify potential 
buyers who can use their significantly greater resources (such as access to capital, more efficient 
processes, deeper or wider distribution channels, or massive sales force) to make more money from 
a company than its current owner can. Identifying the potential buyer, or possibly buyers, takes a 
huge amount of research, but pays equally huge dividends as it significantly reduces a seller’s risk of 
not closing. 

Once they have identified the buyer(s) that could benefit most from acquiring your company, they 
will gather competitive intelligence about these buyers. Your M&A advisor or Investment Banker 
looks for information about: 

 Past acquisitions; 
 Prices paid; 
 Changes in strategic acquisition plans; 
 Problems they may be encountering in their industries; 
 Changes in their industry position or reputation; 
 Personnel changes; and 
 Changes in their regulatory environment. 

They’ll use that information about a buyer’s preferences and behavior to map a strategy to make that 
buyer aware of the value in the acquisition.  

Once they have determined how to catch the buyer’s eye, they can actively, yet anonymously, engage 
the prospective buyer. When an Investment Banker engages a potential buyer, it contacts 
representatives of each prospective buyer on a seller’s behalf without revealing the selling company’s 
identity. Owners simply cannot maintain their confidentiality when representing themselves, but 
your M&A advisor knows how to.  
 
As the relationship between the transaction intermediary and potential buyer grows, we learn more 
specific details about what a buyer typically pays for companies in the seller’s industry, who its 
negotiators are, what attributes it looks for, and what problems it commonly encounters. We use this 
information so that when the seller announces its intent to sell, it does so with all its ducks in a row.  

What is Due Diligence? Simply put, it is the buyer’s investigation of every aspect of your business. 
Why undertake Due Diligence before a potential buyer requires it? After all, it costs money, it takes 
time, and it potentially involves the efforts of other employees within your company who may (or 
may not) become aware of your desire to sell the business. 
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Thorough presale due diligence is absolutely imperative for the following reasons: 

 It allows your Advisory Team to uncover and to correct potential problems and to help 
avoid pitfalls to a sale before you expose the business to buyers.  

 Through the process, members of your Advisory Team, come to know and understand your 
company as well as you do—and far better than a potential buyer. This understanding 
enables your transaction advisor to prepare the sale memorandum and other marketing 
materials that fully describe and highlight the strengths of your business.  

 Pre-sale due diligence is an essential part of the Investment Banker’s determination of a sale 
price for your business.  

 By discovering not only the strengths but also the weaknesses of your company before 
undertaking the Sale Process, your advisors can focus on making the company more 
valuable. In some cases, Due Diligence uncovers significant "repairs" that must be made to 
increase value. Maintenance and repair activities designed to make the company more 
valuable include: hiring key management, eliminating overhead, delaying the purchase of 
significant capital equipment, resolving shareholder disputes, and so on.  

 Pre-sale legal due diligence allows your transaction attorney to identify and, usually, to 
correct any legal issues that require resolution prior to a sale.  

 Pre-sale financial due diligence consists primarily of obtaining either a reviewed financial 
statement or audited financial statements for the three years prior to the year of sale. Doing 
so allows your accounting firm to correct financial errors, recast financial information and 
prepare your financial information in the professional manner buyers require.  

Completing Due Diligence helps to create a squeaky-clean business; any skeletons lurking in your 
business closet are removed and given a decent burial. Nothing may be worse than having a buyer 
(whom you have identified and contracted with to sell your company) discover, on its own, a 
potential deal-killing problem within your company. 

The Pre-Sale Process reduces a seller’s risk of failing to close the deal, but it also increases the seller’s 
chances for getting the sale price he or she wants—even in a tough M&A market. It does so by 
carefully preparing the seller’s company, aligning the seller’s assets to the buyer’s needs, and 
understanding and acting upon the buyer’s priorities and preferences.  
 

 

For more information, please call us at 201-556-4618 or email us at Dan.Prisciotta@LFG.com. 
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