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Introduction
While there are numerous ways to transition the ownership of a company, 

none has the permanence of a sale. Following the sale and after a set 

transition period, there comes a time when the former owner is no longer part 

of The Company. From a buyer’s perspective, this makes total sense: loyalty of 

customers, suppliers and employees must move to the new owner for him/her 

to be successful.

For you as a seller, it’s a very different perspective. But it may still be a great 

option.

Sales to third parties often bring the highest selling price. These buyers are 

motivated to own your company. Their reasons may include adding a new 

series of complementary products or services, expanding market coverage, 

acquiring customer or supplier relationships, and acquiring technology or 

intellectual property. The list goes on. 

Rarely does a buyer not make changes to the operation. There may be 

consolidation of administration, sales and marketing or even production. The 

company you created or grew may become unrecognizable. But the size of the 

purchase check may place those factors in the ‘who cares’ category.

Preparing Your Company for Sale 

Preparing your company for sale is not difficult. It is comprised of several 

simple steps, many of which can be attacked at the same time. Many sellers 

create a sales packet with sections on everything from your finances to how 

you market. Evidence exists that buyers ranging from larger firms to the 

competitor next door close deals more quickly and closer to the original asking 

price when such a packet is available. 
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When looking at your company, think like a buyer not a seller. 

➢ Why would you want to buy your company? 

➢ Consider why you would not buy your company.

o These are areas to fix.

This exercise has value whether you’re selling or not. It points out the 

strengths and weaknesses of your Company, areas to address even if you are 

not moving on. A SWOT analysis is another term for this – identifying your 

Strengths, Weaknesses, Opportunities and Threats. 

The process focuses on improvements which lead to more sales and profits or 

a better way of getting things done. It shows where you need to focus to allow 

yourself to transition out. 

There are experts who can help make all of this happen while you continue to 

run your business.
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You’ve addressed their 

questions proactively, just 

like you anticipate your 

customers’ needs 

proactively. Treating a buyer 

like a favored customer will 

accelerate the process. The 

goal is to receive as large a 

payment as possible as 

quickly as possible.
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Getting Your Financial Records in Order

Buyers want to see three years of tax returns and financial statements. More 

importantly, they want to see those numbers without the “perks.” These may 

range from cars to personal expenses to travel with your spouse. They may 

also include rent or lease payments you pay to another company you own 

that are above or below market rates. (Note that the purchase of these assets 

may or may not be included in the buyer’s plan.)

Remove one-time expenses such as moving to a new facility, an unusual 

bonus, or severance. Normalize others such as depreciation. You may need 

your CPA’s help with this.

A buyer wants to see projections: one year with detail and three or so years 

in general terms. These should include income statements, balance sheets 

and cash flows. They should be realistic. They should be backed by facts. If 

revenues are going up 10%, support it with a new contract, new product or 

some such fact. If costs decline, show why.

Getting your financial records in order should include a review of your 

accounting procedures. Are your processes working? Are invoices issued on 

time, collections made quickly? Are you getting the data you need to run your 

Company in time to make decisions? You may intuitively know why 

production costs are down; a new owner will not.

More importantly, buyers want to see numbers 

without the “perks.” 
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What are you out to accomplish with your 
business?

First of all, it’s not the mission statement from the 1990s and it’s not the 

statement, ‘I’m out to make as much money as I can.’ It’s a simple paragraph 

introducing what your company does, how your company is better than its 

competitors, and the unique keys to your success. It serves as the 

introduction to your packet.

What are the products and/or services you provide? Is what you provide 

better or different? How and why? (Here is where you refer to trademarks, 

patents, trade secrets, recipes, the list goes on.)

Is there a niche you serve? A geographic market you are limited to? If the 

answer is yes to either of these questions, tell why and how this reinforces 

your success. Explain why you stay in these areas. Reasons may be licensing, 

competition, customers want a local presence, international regulations. 

These reasons may not be important to certain buyers who may already 

have these factors taken care of.
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How you sell and whom you sell to?
Are bids, relationships with referral sources or repeat business from clients the 
most important sources of business?

➢ If bids are key, how many bid requests do you receive, how many do you 

respond to, and how many of those do you win?

➢ If relationships with referral sources are important, are the relationships 

transferrable or are they tied to you personally?

➢ If repeat business is critical, provide a schedule of sales in dollars (and 

volume, if appropriate) of the top five or ten customers over each of the 

last five years.

➢ Are big box stores important? Remember, a concentration in key 

customers brings its own rewards but carries its own risks.

How do you market yourself? Include the importance of your website (or why 

you have no website), describe your sales team and your use of outside reps, 

speaking engagements you provide, trade shows you attend - any way you 

reach out to potential clients and stay in touch with current clients. Your 

financial projections should specify a marketing budget. Ideally, you’ve tracked 

the success of each of these strategies.

Where do you stand in the market? Do you set prices or follow the prices of 

others? Are you the top player or in the middle? Answers to all of these 

questions don’t need to be included in your packet but they give you input for 

setting a selling price.

Are your customers distributors, retailers, or end customers? Do you serve as a 

contractor? A subcontractor? Both?

Do you sell through Amazon, Wayfair, Hayneedle or other such sites? Do you 

sell your product through your own website? Why or why not?
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What is your operating model?

Are you a distributor or manufacturer? Do you own an overseas factory? Is this 

included in the sale? Do you have strong ties to a production facility owned by 

an unrelated company? 

Do you design products and manufacture them overseas? Do you warehouse 

and deliver or drop-ship?

Do you franchise? Operate from multiple locations?

Are your processes documented? Does more than one person know how to do 

various functions? This may apply to workers in the shop or warehouse, but it 

most crucially applies to management.

How is your paperwork?

Are your documents in order and up to date? Knowing many acquisitions are of 

assets and not of stock often leads to neglect in this area. Copies of all key 

documents should be in your packet.

• Incorporation documents or like paperwork showing the formation of the 
Company.

• Are your licenses to operate clean and up to date?
• Are the trademarks, patents and copyrights you own fully in place where 

appropriate?
• Are leases current and in good status? Are they expiring soon? What are 

your renewal terms?  Are they transferrable?
• Do you have current copies of customer contracts and vendor contracts.  

Are they expiring soon? What are the renewal terms? 
• Are there licensing agreements, or royalty agreements that you pay for? 

Are they transferrable?
• What loan agreements are out there? Are loans assumable by the buyer?
• Are past, present and pending lawsuits documented with attorney input?
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The Buyer
➢ What skills and qualities should the 

buyer have? 

➢ Can anyone run this business? 

➢ If not, why not? Perhaps certain 

skills or professional licensing are 

required.

➢ If you expect the owner to be an 

investor rather than an active manager, 

do you have the staff to run the 

business?

For every company, there comes a 

time when it the ownership must be 

transitioned to someone else. The 

best option for you is probably very 

different than what worked for 

someone else. If selling is your goal, 

being proactive and taking the initial 

steps outlined above will set you up to 

sell your business at the highest price. 

For expert guidance on business transition planning 
options, contact JBV at 516-882-4878 or 
KevinJennings@JenningsValuation.com


