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INTRODUCTION 

The inspiration for this book started on a Zoom call. My brand 
new client was working on what’s known as a “roll-up” project where 
they acquire multiple small companies, integrate them into a single 
entity, and then resell the fully integrated and much larger company 
a few years later for a much higher multiple. But in this first call with 
them, I could tell they were already headed down the wrong road.  

“We’re not sure about the timing for financing,” my new client 
began, speaking for himself and his partners. “But we already submit-
ted the LOI for a close date in June.” 

My eyebrow at least twitched and probably raised a bit. “Ok – 
so you committed to a closing date, but you’re worried the money 
won’t be in place in time to close the deal?” 

“Yes.  That’s correct.” 

I looked at the calendar.  It was already late May.  “So, we have 
three weeks for due diligence, you don’t have a CPA to do financial 
diligence yet, and unless your other partner comes through with the 
funding, which is uncertain at this point, we might not be able to close 
even if we complete diligence, right?” 

“Right.” 
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I tried looking as understanding and sympathetic as possible 
but was characteristically blunt. “Not gonna happen. We need to work 
on extending the closing date and start planning for alternate funding 
or a different deal structure that is not all cash at closing, or both.”  

“We have three other deals under LOI that are also supposed 
to close in June and July.” 

My stomach grumbled a bit this time, but maybe that was be-
cause it was just before lunch.  “Ok – that’s also a lot of integration 
work all at once.  Do you have any clones?” I asked with a smile. 

They didn’t laugh. Maybe it was too subtle. Stress levels were 
clearly high. 

“We’ll figure it out. Send me all of those letters to start, then 
we’ll dig into the deals themselves and see what we can come up 
with.” 

Even on that positive-sounding note, I knew the deals were 
already at risk. This group had a great plan and concept, working in 
an industry ripe for consolidation.  The roll-up could be incredibly 
lucrative, but they had relied on poor prior advice and lacked both a 
strategic plan and a properly organized team to execute it.  

A few months later, I was sitting up on a stage at a technology 
industry conference, a member of a three-person panel discussion 
about mergers and acquisitions.  Our audience was a room full of over 
150 small and medium technology business owners.  The recurring 
question was how to attract private equity firms' money and buying 
power to sell their companies for a decent price.   
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Looking out at the hardened faces of people who had been 
working to build their companies for ten or twenty years or more, I 
answered with a statement that I truly believe: “Sometimes the 
best exit strategy is a good acquisition strategy.”  

And that is where the idea of this book originated. Acquire 
Before You Exit is about how to grow your business through acqui-
sition so your company is attractive to the big-money buyers who can 
pay top dollar for your company.  It’s a guidebook for getting through 
the process smartly and efficiently (avoiding the issues my roll-up cli-
ent suffered), providing tools and tricks for how to manage the pro-
cess, minimize costs, and develop deal structures that provide the 
most significant buying power while burning the smallest possible 
amount of on-hand cash. 

The Existential Dilemma of the SMB  
How do I know when it’s the right time to sell?  It’s a 

dilemma akin to picking the right line in a crowded grocery store.  
Many owners feel like no matter what they do, it’ll be the wrong 
choice, and they’ll end up missing out and not getting as much for 
their business as they hoped or thought they should. There is no 
magic formula to tell anyone when the time is right.  You have to take 
action and make the time right. This book helps you do that. 

How can I be sure I am getting an honest valuation 
of my business?  Trusting others to put a value on the company 
that you’ve been growing for years is challenging. However, your con-
fidence in the valuation process will increase exponentially when you 
have to value the companies you want to acquire. Learning the 
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business acquisition process will ensure you get a valuation you agree 
with when it's time to exit.  

How can I avoid the hassles of growing my business 
through acquisition?  Fear of buying a lemon or encountering is-
sues integrating a purchased business is normal and helpful. Follow 
the process in this book, and you’ll be sure to buy the right companies 
for the right amount with a solid integration plan before completing 
the purchase. Integration becomes just another step in the process. 

Where am I supposed to find the time to acquire 
other businesses?  Growth through acquisition requires that you 
first have your own house in order.  This book will help you do that 
and properly prepare for the acquisitions process. Working strategi-
cally, you will find that making an acquisition is just another aspect 
of running and growing your business.  

How can I afford to buy another business?  Many cre-
ative ways exist to structure a deal for the purchase of a company.  
This book will provide several financing options, advice on using 
them, and a process for validating and confirming their use. It will 
also lower the cost of outside assistance (attorneys, accountants, con-
sultants) by providing some tools needed to get started, including ad-
vice on preparing and reusing templated materials.  

Do I need outside help to do this?  Completing deals re-
quires outside assistance from attorneys and accountants and maybe 
others.  You may also choose to hire a broker to assist you.  Addition-
ally, we’ll help you understand when to get them involved and for 
what purposes and outcomes so you don’t overspend. 
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Why Acquire Before You Exit? 
Strategically grow your business.  Acquiring other 

companies is one of the fastest ways to grow a business. The most 
prominent companies in the world were built using acquisition entre-
preneurship. 

Increase your exit price.  Smaller companies get terrible 
valuations, often just 2 or 3 times profits.  Larger companies buy up 
smaller companies cheaply, combine them into a larger company, and 
then resell the new, combined company for a much higher multiple.  
Depending on the industry, that new multiple could be 9, 15, or even 
30 times profits.  Wouldn’t you rather have that? 

Attract a different type of buyer.  Rather than being lim-
ited to the next small business owner looking to run your business 
mostly like you have already been running it, growing your business 
through mergers and acquisitions will enable you to attract larger in-
stitutional buyers like private equity groups and big corporations with 
deeper pockets.  These are the buyers that can pay top dollar for your 
business.  But they won’t bother with a company that only makes 
$200-500K/year in SDE profits.  They want $2M or more in EBITDA. 

Force structural improvements.  Another reason small 
businesses don’t sell for what they might otherwise be worth is that 
they are not running efficiently or with a professional management 
team.  The owner runs them. You must improve your operating mod-
els, processes, and systems to succeed at entrepreneurial acquisition.  
We’ll help you know what needs to be shored up and how.  Even if you 
don’t buy a single other company, this will incrementally improve 
your company’s valuation.  But if you DO follow through and buy 
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other companies, you will have an easier time integrating those new 
resources and more time and ability to keep buying and integrating. 

What This Book Is and Is Not 
Guidebook for Add-On and Roll-up M&A.  Most readers 

of this book already own a business and are potentially thinking about 
their exit strategy.  This book is designed to provide a streamlined 
process for add-on and roll-up mergers and acquisitions for small and 
medium business (SMB) owners.  It lays out the overall process for 
completing deals to build a company up to a level where it is more 
likely to sell for a substantial market price. 

Not a comprehensive M&A textbook.  The field of M&A 
is super complex. This book provides a streamlined approach de-
signed specifically for its intended audience.  A comprehensive guide 
would require multiple volumes and authors with experience and ex-
pertise across various aspects of the deal process. That said, even if 
you don’t make a single acquisition, the lessons in this book will help 
you understand and participate in your exit process more intelligently 
and effectively. 

Not a comprehensive guide for growth.  This book fo-
cuses specifically on mergers and acquisitions to fuel growth. Many 
other ways exist to grow your company without doing mergers and 
acquisitions, some combination of which could be helpful for your 
company. We’re not saying those methods don’t work. We’re simply 
staying focused in this book on what we consider a crucial oppor-
tunity for growth right now, especially given the transfer of wealth 
underway with more and more baby boomers retiring and selling (or, 
unfortunately, just closing) their businesses every day. 



Acquire Before You Exit 

Book Reviewer Edition - 19 

Not a substitute for getting professional assistance.  
While the book contains several tools and examples and DOES aim to 
provide the reader with enough information and understanding to 
save on the cost of professional advisors, it does NOT substitute for 
those advisors.  Most owners I know who have tried to do this them-
selves have made costly mistakes.  Please read the book, understand 
what you’re doing, what questions to ask, and what to expect, and 
then get your team of professionals to do exactly the work you need 
them to do, and not much more than that. 

A Practical Guide and Toolset. As the title suggests, this 
is a practical guide. It is not comprehensive and does not pretend to 
know everything about every company in every industry. That is im-
possible. Much of this book may seem to speak at a high level and may 
not be detailed or prescriptive enough.  That is on purpose. The con-
cepts have to be presented at that level to be appropriate for a broad 
audience of business owners. And because the assumption is that you, 
the reader, are either an owner, executive, or manager at an SMB (or 
a professional advisor to one of those kinds of people), the corollary 
is that you will know how to apply it to your particular circumstances.  

If you are ready to achieve phenomenal growth for your busi-
ness and prepare it for the massive exit you want, this is the book for 
you. 
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CHAPTER 1 – PREREQUISITES: What 
to Consider Before You Start 

Looking as non-threatening as I could while leaning into my 
computer on another Zoom call, I said, “If you pick all of the best 
pieces out of a junk drawer and then just toss them into another 
empty drawer, all you’ve done is create another junk drawer.” 

My client was working on acquiring a company that the due 
diligence accountant was calling a “financial disaster area.” My team 
had been reviewing contracts and other regulatory materials, and we 
had a lot of concerns as well, not the least of which was that employ-
ees were being improperly characterized as independent contractors. 
My client planned for this company to be their “platform” company – 
the one into which all other acquisitions would be integrated.  But the 
company was a bit of a basket case, and the best-laid plans from the 
letter of intent (“LOI”) to buy the business had to come off the table.  

“Listen,“ I began, trying to keep the wheels on the bus, “The 
company has some good assets, and it is probably worth acquiring 
them.  But their systems and processes are not good.  They won’t pro-
vide the structure you need to use as a foundation for your other 
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acquisitions.  You must spend time fixing it before you can buy any-
thing else.”  

The response was expectedly dejected.  It didn’t improve 
when both the accountant and I suggested buying a different com-
pany with great systems, processes and controls first and then merg-
ing the assets of this company into that better-run company.  The deal 
ended up dying only two weeks later. 

Before starting your acquisition trek, you must seriously re-
flect on your company’s state of affairs.  Are you operating a func-
tional junk drawer – it works, but in many respects, it’s messy?  Or 
do you have a solid basis, maybe with a wart or two, but otherwise 
suitable to integrate other companies into?   

The point is, you shouldn’t buy nice new stuff and toss it into 
a junk drawer.  You may need to fix some of your internal issues be-
fore purchasing other companies and ensure you are not just taking 
other people’s nice stuff and cramming it into your junk drawer.  Or, 
you may need to be painfully honest about your company’s shortcom-
ings and then focus your initial searches on finding companies that 
help you solve those issues.  This chapter is all about the self-assess-
ment and preparation that you need to do before you start doing ac-
quisitions. 

Are You an SDE Owner or an EBITDA Owner? 
One of the first things you need to determine is whether you 

have an SDE or EBITDA company.   

First, SDE stands for “Seller Discretionary Earnings”. This is 
a form of net profit that includes adding back into the company's 
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earnings anything that it pays for the owner as a company expense.  
Such costs include car payments, life or health insurance, retirement 
account contributions, and more.  As an owner, if your company pays 
for things for your benefit, then when it comes time to sell the com-
pany, those expenses get added back in because once you sell, the 
company will no longer be footing the bill for your Beemer. It will be 
paying for the new owner’s Audi.  

EBITDA is “Earnings Before Interest, Taxes, Depreciation and 
Amortization.”  It’s a measure of the actual income of a company 
when some of those other elements are removed from the equation. 
Interest is great but doesn’t reflect the business's health. You also do 
not want the expense of taxes being subtracted from the income the 
business produces. Depreciation is an accounting concept that 
spreads the cost of gradually aging assets over time.  It helps decrease 
your tax burden and maybe even provides tracking for when new 
equipment should be acquired, but it is not directly related to how 
well the business is doing.  Amortization is a similar accounting con-
cept used to spread out the initial expense and residual value that an 
asset represents for a company over time.  Again, because it is a way 
to account for things and their value but is not related to current in-
comes or expenses, it’s not helpful to understand a business's current 
income or profitability.    

Most small businesses have many of the elements of EBITDA, 
including taxes, interest earnings, and equipment depreciation (even 
if just office furniture, printers, computers, etc.), even if they are 
small.  Companies will also often pay for particular owner or officer 
expenses even when they are larger and more sophisticated. So, how 
do you know whether you are an SDE or EBITDA owner?  The answer 
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comes down to the level of participation by the owner, the way the 
owner is paid or compensated, and the overall sophistication of the 
company itself.  Figure 1 has a breakdown of the differences between 
SDE and EBITDA. 

Figure 1 – Comparison of SDE and EBITDA  

Metric SDE EBITDA 
Defini1on SDE represents the 

available earnings of 
small businesses. It 
equals EBITDA plus the 
normalized salary of 
one working owner. 

EBITDA is a metric 
used to evaluate the 
performance of 
medium to large 
businesses. It 
considers operaBng 
profitability by 
excluding interest, 
taxes, depreciaBon, 
and amorBzaBon. 

Calcula1on SDE = EBITDA + 
Normalized Owner’s 
Salary 

EBITDA = Net Income + 
Interest Expense + 
DepreciaBon Expense 
+ AmorBzaBon 
Expense + Taxes 

Purpose Relevant for small 
businesses and owner-
operator scenarios. 
Reflects what a full-
Bme owner-operator 
would earn. 

Useful for comparing 
businesses within the 
same industry. Focuses 
on operaBng 
profitability. 

Typical 
Mul1ples 

SDE mulBples are 
generally smaller than 
EBITDA mulBples. 

EBITDA mulBples are 
typically higher. 

Applica1on Apply SDE mulBples to 
small businesses. 

Apply EBITDA 
mulBples to medium 
to large businesses. 
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Why is this important? As shown in Figure 2, SDE businesses 
often sell for or have lower valuations than EBITDA companies.  We’ll 
talk more about valuation and multiples in Chapter 5. The main thing 
to understand at this point is that you need to be an EBITDA company 
to maximize your exit valuation.  You may have a solid SDE company 
right now, and it may well be ready to integrate other businesses into 
its structure.  If you are still an SDE company, your goal through the 
process that this book lays out is to get bigger and stronger and tran-
sition from being an SDE to an EBITDA company.  

Figure 2 – Sample SDE and EBITDA Valuation Multiples1  

Sector SDE Mul1ple EBITDA Mul1ple 

AutomoBve and Boat 3.01 9.2 

Food and Restaurants 2.12 9.65 

Manufacturing 2.96 13.98 

Online and Technology 3.21 10.56 

Retail 2.45 13.46 

 

If you are still an SDE owner, you probably need more time to 
take on growth by acquisition.  You need to get your current company 
in a state where it has more of the other aspects we’ll cover in this 

 
1 MulRples compiled from: (a) Island Business Brokers. (2021, January 29). How to 
establish the proper mulRple of SDE and jusRfy the valuaRon. hhps://www.is-
landbusinessbrokers.com/how-to-establish-the-proper-mulRple-of-sde-and-jus-
Rfy-the-valuaRon/. (b) Peak Business ValuaRon, LLC. (2022, August 26). ValuaRon 
mulRples for a manufacturing business. hhps://peakbusinessvaluaRon.com/valu-
aRon-mulRples-for-a-manufacturing-business/. (c) BizBuySell. (n.d.). Industry val-
uaRon mulRples. hhps://www.bizbuysell.com/learning-center/industry-valuaRon-
mulRples/ and (d) Equidam. (2023, February 10). EBITDA mulRples by industry. 
hhps://www.equidam.com/ebitda-mulRples-trbc-industries/.  
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chapter.  If you try to buy other companies before you get to that 
point, you will likely overload … yourself.  And then, by extension, 
your company. But before we draw that conclusion, let’s discuss other 
factors defining an SDE versus an EBITDA company. 

Professional Management and Advisors 
If you run your business's day-to-day, you are almost certainly 

an SDE owner. If everyone asks you “how” questions and they wait to 
do anything until they can ask – you’re probably SDE. 

You need professional managers and supervisors to free up 
your time.  You are still the big boss, but you need to find good people 
you can trust with the day-to-day.   

Second-tier managers and supervisors need to be similarly 
strong.  Ask yourself, “If my main guy Joe quits tomorrow, do I have 
someone else that could quickly become a “new Joe” or function in 
Joe’s place until I can hire a new one?”  If not, you also need to work 
on bench strength.  Heck – what if Joe just wanted to go on vacation?  
Do you have to do his job while he’s gone?  If the answer is “yes,” then 
you are an SDE owner, and you need to work on rising above being 
the primary operator of the business. 

Another thing to consider is your use of professional advisors. 
Are you already working with a professional CPA or tax advisor?  Do 
you have a competent business attorney?  Do you have other business 
advisors that you work with?  If not, we’ll help you know what you 
need in Chapter 4. Leverage your network to find out who other peo-
ple in your industry work with and get in contact with them. 
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Acquiring other businesses to grow your business will take up 
a lot of your time and energy. If you are baking the cakes, running the 
cash register, doing the end-of-day accounting, sweeping the floors, 
and turning off the lights at the end of the day, then you are an SDE 
owner.  You need to rise above the business and have a team of people 
running the business before you are ready to acquire other busi-
nesses. Your efforts in running the company are valuable. They will 
be valuable as you acquire and integrate other companies, but you 
cannot still do that work when you integrate another company into 
yours. 

Leveraging Systems and Automation 
Are you still using ledgers and relying on manual reconcilia-

tion and bill folders? Do you create invoices on a word processor or a 
spreadsheet?  Is your website a decade or two old and needing more 
eCommerce ability? Do you rely on phone calls or emails for sales or-
ders?  If one or more of these statements were true, then you’re an 
SDE owner who isn’t adequately leveraging systems and automation 
and may not be ready to acquire other companies yet. 

You must have solid accounting systems and people and 
strong SOPs for handling everything related to money in your busi-
ness.  QuickBooks is the absolute minimum accounting standard in a 
small or medium business.  But getting something better with more 
robust accounting controls is better.  Think SAGE, or Microsoft Dy-
namics, or even NetSuite. Every accounting package has its strengths 
and weaknesses. Depending upon your industry, one solution might 
be perfectly tailored to your business because your industry is their 
niche. Another solution might be an albatross because it wasn’t 
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designed for your industry and lacks essential tools designed specifi-
cally for your business.  Be aware of this, and if you decide to upgrade 
your accounting systems, get professional help and CHECK THEIR 
REFERENCES! Plenty of companies do accounting systems imple-
mentations, but not all of them should.  

Other functions within your business also need to be using 
solid systems and automation.  For manufacturing companies, any-
thing that can be automated cost-effectively should be.  But some-
times “powered by humans” is as good as it gets, especially on a 
budget.  Find out what other successful companies in your industry 
are doing and what they’re using.  Attend a trade show or a conference 
or watch some YouTube or documentary program to get some ideas 
and hear about how others are doing it successfully, or at least better 
than you. You might also search for “best practices” in your industry 
or even chat with Bing AI or ChatGPT for some pointers on what 
works best in your industry. 

The bottom line is to determine what you can and should do 
better. Determine where your company is inefficient and how to fix 
it. Take action to get on the path to improvement, or know precisely 
what you want to buy with your first purchase to catapult your busi-
ness efficiency forward with your first business purchase.  If you want 
to get a new system or machine and are sure that one of the compa-
nies you want to buy will have it?  Then, add that to your strategy, 
which we will cover in more detail in Chapter 2. 
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When Your Company Runs Fine Even When 
You’re Away 

If this is you – you might be ready for acquisitions, but you 
should still sit down with your management team and do a further 
assessment: 

• What could you be doing better? Have your team do a 
SWOT2 analysis and then compare notes. 

• Ask this question: If money were no issue, what would 
they like to have to make the business better, more effi-
cient, or more profitable? 

• What kinds of things are holding them back? Have them 
consider what they do every day and how those processes, 
systems, or people are preventing the company from 
achieving the results it could achieve. 

As you are working through these fundamental questions, be 
sure to challenge your team to go deeper.  Dig down into the details 
of what could make your company the juggernaut that will propel it 
toward growth and a significantly improved exit valuation for you. 
Some of the ways to get deeper and how they could inform your ac-
quisition strategy include the following:   

• Consider staffing issues.  Are there places in the com-
pany that lack the proper workforce? Could acquiring a 
company with more resources address the issue, or will 
that result in even more operational stress, and why? 

 
2 SWOT stands for “Strengths, Weaknesses, Opportuni7es, and Threats” – a quick web 
search will lead you to mul7ple resources and tools to learn more. 
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• What about equipment?  Does the company have the 
equipment to handle the required output easily? Are there 
machines or infrastructure that could improve it or in-
crease capacity? Determine whether acquiring equipment 
through acquisitions might be another strategy that would 
drive your business forward and whether you need to pur-
chase that equipment before buying other businesses or 
whether finding companies with the upgraded equipment 
you need should be one of your acquisition strategies.  

• Consider your business locations. Is your company 
correctly positioned to serve all the markets it wants to or 
should be able to reach, or does it need additional loca-
tions to facilitate that reach? Expanding beyond your cur-
rent geography could be an essential aspect of your acqui-
sition strategy and may open up your business to a much 
greater profit potential.   

• Are your sales and marketing capabilities as 
strong as they should be? Sometimes, deficiencies in 
these areas are related to people. Sometimes, they lag be-
cause of poor systems and processes.  Other times, it is 
simply a matter of focus. But should you be looking for 
companies with excellent sales and marketing but may 
need to catch up on delivery because they need your oper-
ational superpowers?  

Why are you doing all this?  Because those areas for improve-
ment need to be factored into your acquisition strategy. You can buy 
those solutions by acquiring companies that have already imple-
mented them, with team members trained to use them efficiently.  
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And if the company you are looking at buying is worse off than you – 
you probably shouldn’t buy it because you’ll simply be acquiring a 
headache. 

The other reason to do this is to shore up your company so 
that integration is a breeze instead of a headache.  Investing in better 
systems, stronger management, more team members, and better pro-
cesses will be worth it when your company goes from $3M in revenue 
to $15M or $30M or more after acquiring a set of complementary 
companies. 

Ensuring Proper Organization and Structure of 
Your Company  

Shifting gears a bit from the operational assessment of your 
company, there is one more aspect that you should evaluate and ad-
dress before embarking on the acquisition trek: making sure your 
company is organizationally and structurally ready for acquisitions. 

Most companies initially form with super simple operating 
agreements, etc. That was expedient but short-sighted.  Now is the 
time to shore that all up.  Do you still have the same formation agree-
ments you created when you formed the company ten or even twenty 
years ago?  Do an upgrade before you start acquiring others. 

Depending on the type of company, organizational docs 
should be updated so they are “industrial strength.”  The Resources 
section of this book contains a list of different company types and the 
organizational documents required or used for each.  To prepare your 
company for acquisitions, ensure your organizational documents are 
adequately prepared for those changes. Consulting an experienced 
business attorney is an excellent investment to get this done right. 
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Have them look at your current documents.  Talk to them about your 
expansion plans. And then make sure your company is appropriately 
prepared for acquisition entrepreneurship. Some aspects of your 
company's organizational documents that should be reviewed in-
clude:  

• Ensure your company has enough equity so you might use 
it to acquire other companies.  

• Make sure your agreements are strong enough to survive 
financial applications and creditor scrutiny. 

• Confirm your agreements facilitate the potential for mer-
gers (a combination of relatively equal-sized companies) 
rather than just acquisitions.  You want your agreements 
and documents to survive, not the other guys’. 

If you didn’t handle your corporate or company formalities 
right – get help and clean it up.  Even if you don’t need it for acquisi-
tions, you will need it when you sell. Fixing it now ensures you’re 
more than prepared for both.  

And if you are not at least an LLC or a corporation, then now 
is the time to do that.  If you are still determining what entity type is 
right for your business, consult your business attorney and account-
ant/tax advisor to make an intelligent choice. 

Not every business is ready to make acquisitions, but you eas-
ily can be.  You must have a solid foundation to build upon. If your 
company needs operational improvements, buying a new company 
may exacerbate those problems. Clean house first. 
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If you have a well-run business with professional managers 
that is properly formed and organized, then you are ready to move on 
to the next step, planning what you want to buy to grow it.  
  



Acquire Before You Exit 

Book Reviewer Edition - 34 

  



Acquire Before You Exit 

Book Reviewer Edition - 35 

CHAPTER 2 – STRATEGY: What 
Should You Buy and Why? 

 

“Never assume the obvious is true.”   

-- William Safire 

“Crea5vity is just connec5ng things. When you ask 
crea5ve people how they did something, they feel 
a liLle guilty because they didn't really do it, they 
just saw something. It seemed obvious to them 
aNer a while. That's because they were able to 
connect experiences they've had and synthesize 

new things.”  

-- Steve Jobs 

 

The point of these two quotes is simple:  When you are getting 
ready to go out and acquire other companies, you need to forget about 
obvious answers, get creative, and have a real strategy.   

The most obvious path I see businesses try to follow when 
growing by acquisition is trying to buy out their competitors. While 
that is one way to do it, it can be harder to do successfully, doesn’t 
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build as strong a company as you might think, and lacks the creativity 
that more often leads to something truly remarkable. 

Strategy is also an often used and abused word. But if done 
correctly – if you truly spend the time to identify exactly what would 
produce the best results and deliver the most incredible synergies – 
that is when you will build your company into something the big-
money players want.  That is when you will have built wealth within 
your business.  Your Chapter 1 self-assessment should help illuminate 
the creative ways acquisitions can grow your company. Let’s leverage 
that discovery and create the acquisition strategy that will fuel your 
company’s growth and generate a lucrative exit. 

Knowing What You Do and What You Need 
Understanding what your company does is crucial to prepar-

ing your acquisition strategy.  Your company has likely been in busi-
ness for years, and you know your industry and business well. But 
when you are doing acquisitions, you have to expand that knowledge. 
You need to know MORE about your industry. You need to under-
stand more about the products and services you are offering or could 
offer or that competitors are already offering. You need to know how 
other companies handle operations, sales, marketing, branding, cus-
tomer service and communications, and more.  

You may be the person in your industry that everyone looks to 
for advice and guidance on operating successfully.  On the other hand, 
you may have been heads down just getting the job done for years, 
and there may be some changes, innovations, or updates that you 
should have noticed. I once helped a company that had been killing it 
in digital marketing.  Then they took their eye off the ball (because 
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they started eyeing their exit), missed two consecutive Google search 
algorithm updates in the same year, and had to scramble to save their 
company.  

The good news is twofold: (1) Information is relatively easy to 
get these days with search engines and AI tools that help you find the 
answers to nearly any question, and (2) You don’t need to do a lot of 
research, you just need to get up to speed on the latest and greatest in 
your industry and its supporting industries and services.  This exter-
nal research is supplemental to the self-assessment you did in Chap-
ter 1.  

First, research companies like yours that are moderate to sig-
nificantly larger.  If you are doing $500K/year, look into companies 
doing $1M, $2M, or $10M/year.  See if you can determine what they 
are doing differently, better, or more efficiently.  What do they offer 
that you don’t?  What do they have that you don’t have? How are they 
presenting themselves to the market differently than you are? Could 
you compete at their level if you had the same people, equipment, 
systems, and other resources? And if the answer to this question is 
“no,” you need to understand why and determine what else might be 
required to get to that point. 

From this research, you should also determine where you 
could save money in your operations if you had those additional ca-
pabilities. Sometimes, new efficiencies and cost savings are obvious; 
other times, you have to dig deeper.  I’ll give you an example.  

At one company that was implementing the software my com-
pany sold, the manager complained that they “weren’t seeing the 
ROI.”  This was only a few months after going live, and they had 
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implemented our creative services workflow and project manage-
ment modules. On the manager’s desk, I saw a project folder. 

“Is that a new project folder?” I asked. 

“Well, no. We just finished this campaign,” The manager re-
plied.  

“Perfect,” I replied. “That folder is about half an inch thick or 
thereabouts, right?” 

“Yeah, so?” 

“When we were first getting started with your project, I re-
member seeing super fat project folders. I remember one was in two 
nearly two-inch thick folders.  Were those fatter project files similar 
to the project in this folder?” 

“Yes, but what does that have to do with saving money on the 
creative marketing process?” 

“What do you do with all of your old project folders?” I asked. 

“They go into storage,” the manager replied, “why?” 

“Because your ROI is right in front of you, and you simply 
don’t realize it.  Not only are you saving on printing expenses, paper 
and toner or ink, you’re also saving on storage costs. If your project 
file sizes have been reduced by 3 or 4 times, you’re not just spending 
that much less on printing supplies, you’re also putting that much less 
into your storage facility. That means that, over time, your storage 
costs will continue to drop. Plus, all the materials in that folder are 
now in the software, right?” She nodded.  “That means you don’t have 
to go get stuff from storage anymore because you can look at the last 
campaign you did simply by calling it up in the software instead of 
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going to the file and paging through printouts. It seems to me your 
ROI is pretty impressive. You need to break out a calculator and put 
a number on it.” 

The company did the calculation on just how much they were 
saving. In a year, they were saving more than 3X the cost of the soft-
ware just on print supplies and storage space alone, which didn’t even 
count the time savings for not having to look through old files to reuse 
old ideas and materials.  

This may seem obvious now, but back in 2006, it wasn’t.  Re-
member this story when determining how acquisitions can drive sav-
ings and efficiencies in your business.  That is the value accelerator 
that will make each smart acquisition drive incredible value for your 
business. 

Another sometimes ignored factor to consider and under-
stand is what you might need to reach new customers or prospects 
that you could sell to. Again, buying your competitors, acquiring their 
machines or people, or a book of customers is only one way of growing 
through acquisition. Could you buy the attention of the people who 
might want your product or service? What if you could acquire a plat-
form that would position your company as a leader in your industry, 
one that people would naturally come to because of that leadership 
status? It’s easy to think about this solely in terms of additional sales-
people, more marketers, or a better website or killer marketing soft-
ware. But there are lucrative channel acquisitions available that 
eclipse their value. 

What you need to be looking for as you research and look for 
ways to build your book of customers through acquisitions is where 
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those customers spend their time online. Find the groups they use to 
get their information or trade their stories. Find the channels they use 
to watch videos about what your company does or to learn about its 
services. Find out who the influencers are that they respect the most.  
Then, evaluate how those platforms, channels, or voices could accel-
erate your business. 

Overall, constantly think about both top and bottom-line rev-
enue. You need more business coming in the front door, and you need 
to deliver to those customers for the lowest possible cost.  The acqui-
sitions you want to make are the ones that produce gains in either or, 
preferably, both of these metrics.  

The final part of your analysis needs to be what you want to 
achieve. How will you grow to the point where you will have the lu-
crative and successful exit you want? What is your end goal? How 
much will be enough? When we discuss valuations, you will have even 
more information to help you determine this answer.  We’ll also re-
visit it in Chapter 9 when we talk about knowing when you’ve reached 
the point where you are ready to exit. 

Thinking Beyond the Obvious  
As I mentioned in the introduction to this Chapter, owners of-

ten believe the only way to grow is to buy competitors.  That is a gross 
simplification of the SMB M&A opportunity. The truth, which you 
should already be thinking about based on your self-assessment and 
the additional research you will do, is that the best growth-by-acqui-
sition strategy is one that thinks beyond competitors. 

One non-competitor target you might want to consider is a 
supplier or service partner or an adjacent business (one that does 
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something that you don’t currently do but is very similar to what you 
do, and your customers also need that service or product). Some ex-
amples:   

• You run a car salvage yard, and you know an auto body 
shop that hunts through your yard for spare parts.   

• Perhaps you manufacture custom parts for Porsches.  
What if you could buy a company similar to yours and ex-
pand your capabilities to Ferrari’s and Maserati’s? 

Above, we mentioned looking at where your customers or pro-
spects might gather information about the things or services your 
company provides. Buying these information sources is another out-
of-the-box acquisition target. Think Facebook groups, YouTube 
channels, and Instagram or TikTok influencer accounts.  Many of 
them CAN be acquired, and many earn advertising revenue that could 
be an additional source of income or the source of funds to pay for 
that channel.  Once you own those channels, you own the attention of 
many new potential customers. 

Be thinking about each of the following areas for you to ex-
pand into: 

• Competitors that have something you can use more than 
just their customer list – like different services or products 
or systems or processes or other things that you and your 
team wish you had 

• Suppliers or vendors that you use most or all of the time  

• Ancillary or adjacent or partner companies.  Do they take 
your products or services and expand upon them? Do they 
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provide services that you currently do not (especially if 
they represent recurring revenue streams)? Do they serve 
other markets or customer types you are currently not 
serving because they’ve figured out something you ha-
ven’t?  Any of these might be good acquisition targets. 

• Systems or software companies.  Look at purchasing the 
company that handles your automation.  Especially if it is 
a customized solution or specialized process or you could 
achieve greater efficiencies if you had control over it, then 
look to gain that control. 

• Service providers – like marketing agencies or consultan-
cies.  If you buy services from them all the time and could 
achieve even more if they were part of your inner circle, 
then find out if acquiring them makes sense. (Side note to 
readers from the software industry:  even though you will 
and have been told that having too much service revenue 
waters down your software profits and valuation, that is 
shortsighted compared to the reduced churn you will get 
by having and smartly leveraging services. That’s a topic 
for a whole other book, though.) 

• Media plays.  As mentioned above, getting greater access 
to customers' eyeballs and control over what they see is a 
great way to expand your business. 

Broadening Your Geo  
Another limiting concept is only buying companies in your 

part of town. But the guy across the street is likely not your best pur-
chase. Instead, look out at other areas of town.  Other areas of the 
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same state. Or even out-of-state companies that may provide access 
to another market. This again goes with thinking outside the box. It 
also follows from your research into the industry and the market.  If 
there are opportunities to acquire a smaller company in a new market 
that you could quickly build into the market leader by leveraging your 
team and systems, that is likely a solid target.   

Some of the questions to ask yourself when you look at broad-
ening your geo include: 

• How much demand is there for your products or services 
in the new market? 

• How many companies are already in your industry in that 
market? How well are they doing? Are they satisfying the 
demand, or is the demand more than they can handle?   

• Are there any barriers to entry in the new market?  Do you 
need additional licenses, or are the licenses you need lim-
ited in some way that’s incompatible with your current op-
erations? For example, construction company ownership 
is limited to licensed contractors in some states.  This pre-
vents big companies from buying up all the smaller play-
ers. In this situation, you may still consider getting into 
that market, but you may need to do it as a merger rather 
than an acquisition.  We’ll talk more about that in Chapter 
5. 

Naturally, expanding your geo involves complexity. New li-
censes, company formation or registration, taxes, employment laws, 
etc.  That should not prevent you from considering and looking into 
other locations. This is part of strategizing. Include expansion into 
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new markets via acquisition as part of your plan. But, as we’ll talk 
about in Chapter 3, you will want to start close or local before you go 
big and distant.   

The Many Motivations of M&A   
As you develop your acquisition strategy, consider the many 

motivations to buy or join forces with another company.  Here are 
some of the many reasons that acquisitive companies consider, in-
cluding several that we have already touched upon to make this list as 
inclusive as possible: 

Product line expansion: Acquire new companies to ex-
pand your product line by adding functionality, capability, product or 
service types, categories, etc., that you don’t currently have, but that 
would interest your customers.  This includes adding product brands. 
You may be able to acquire brands that are more recognizable and 
have more loyal customer followings, then potentially produce those 
brands more efficiently with the scale that your expanding business 
creates. 

Eliminate the competition:  This is the oldest of motiva-
tions, but it can be somewhat problematic. Regulators don’t take 
kindly to consolidations within an industry, especially if the combi-
nation will result in higher prices due to a lack of competition. Espe-
cially if only a few companies are in an industry, you must be careful 
about eliminating the competition. You’re better served keeping 
those competitors in business and beating them in the market by 
growing your company smartly.  Then, you’re not an aggressive com-
petitor. You’re just the better businessperson.  
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Gain skilled staff:  In many industries, finding, hiring, and 
retaining good workers can be challenging. Acquiring a business with 
people with the skills you may be lacking can solve or alleviate that 
problem. 

Customer list acquisition:  Many acquisitions are simply 
of another company’s customer lists.  This usually falls within the 
competitor acquisition rationale, but it can also be a simple purchase 
of a list. It is not absurd to buy a company with a list of customers that 
could also be customers for your products and services and then sell 
off the parts of that company you don’t want to be involved in.  You 
gain a customer list and maybe some additional products and then 
pay for the purchase by re-selling the parts of the company that don’t 
fit your overall plan.  

Gain access to new markets: As mentioned in the geo sec-
tion above, buying companies in other markets can produce many 
benefits.  It has challenges, but none that can’t be overcome, espe-
cially if accessing that new market has an ROI that builds top- and 
bottom-line revenue. 

Gain new technology or equipment:  As we’ve discussed, 
sometimes it’s all about the tech. Suppose another company does it 
better or faster or has the necessary equipment or technology to build 
your company. In that case, acquiring them might be the best way to 
get that tech you need, especially since it will come with people al-
ready trained and experienced in using it all. 

Gain bigger or better facilities or locations: Your com-
pany may be bursting at the seams.  Maybe no better locations exist 
in your part of town. But across town, there is a company that is a 



Acquire Before You Exit 

Book Reviewer Edition - 46 

strategic fit for your company and has plenty of room for expansion.  
That could be an excellent reason to acquire that company. Alter-
nately, you may just want the additional locations.  Efficient opera-
tion or customer accessibility may require multiple locations in a sin-
gle market.  

Leverage better operational models, systems, or 
other advantages: Sometimes fixing your own company’s issues 
can be as simple as acquiring a company that is doing it better than 
you and then merging your inefficient processes into the streamlined 
processes of the acquired companies.   

The bottom line is this: The broader your view of what would 
help you grow your business before you sell it, the more potential tar-
gets you’ll be able to find. 

A Word on “Timing” 
The last thing to cover in a strategy chapter is timing. I’ve 

worked with clients and companies obsessed over getting the timing 
“just right,” only to miss out on opportunities.  

Have you ever gone to the grocery store, packed up your shop-
ping cart with goodies, headed to the checkout, and can’t determine 
which line is fastest?  That’s because picking the right line is more 
luck than science.  The more you obsess, the more likely you pick 
wrong or hesitate until all the lines get longer. It’s impossible to pick 
the right line based on observation and planning.  

The painful truth that has been argued many times and in 
many different ways is that there is no “right” time. The economy 
changes daily based on numerous inputs and will never be perfect.  
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The only “timing” that matters is your own.  Your business needs to 
be ready, you need to be prepared and committed, and you need to 
stick to your strategy, follow your plans, and listen to your advisors 
within the areas you hired them for (please don’t take macro-eco-
nomic advice from an attorney or even a broker – or even a professor 
of economics for that matter – they don’t know any more than you 
do).  

Some of you may be thinking this is crazy.  What about inter-
est rates? What about the economy?  How about the stock market? 
What about the report that said the sky is falling?   

Well, what about them? Those factors (with the exception of 
the sky falling) and others shouldn’t be ignored, but they shouldn’t 
stop you from moving, either.  Are interest rates rising?  Then, be pre-
pared to craft the deal differently. Is the economy tanking? It might 
be the perfect time to buy another company. But make sure you are 
not overpaying and can leverage the acquisition to build your busi-
ness.   

When you believe you’re ready (and even if you aren’t sure 
you’re ready but have done everything you need to be prepared), 
make like Nike and “just do it.”  

Remember as you assemble your acquisition strategy that 
you’re not just buying up competitors, even though that is one possi-
ble target to consider. Instead, you are looking for any helpful piece 
of the larger puzzle, your eventual exit value proposition. Leverage 
your self-assessment and any strategic research you do and build a 
plan to guide you through the acquisition and integration process. 
Starting with this plan for what to buy is just as critical as making sure 
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your own house is in order before you start. Once you have a list of 
target types (and maybe even some potential targets), it’s time to get 
busy specifically targeting what you can and will acquire.  Targeting 
and preparation are the topics of the following two chapters. 

Preparing Ahead for the Exit Payday 
I was recently at lunch with a couple of wealth advisors and 

remembered one more thing you must add to your growth plan. 
Them. You are about to grow your company through acquisition and 
achieve a fantastic exit. Upon your exit, you will receive a huge pay-
out. While you may already be wealthy, you will be even wealthier 
once you have completed the acquisition program in this book and 
built your business up to three, four, five, or even ten times its current 
size. You will need more than just a tax advisor. You will need profes-
sionals specializing in helping wealthy people maintain and increase 
their wealth. While the tax advisor on your deal team provides advice 
for controlling the tax implications of each deal, a wealth advisor of-
fers ongoing advice for managing that wealth. To get the most signif-
icant value from their assistance, you want them to work with you be-
fore that wealth is even in your hands. The very best wealth advisors 
are also great collaborators and help marshal a team of advisors to 
help them manage and preserve your wealth. While wealth advisors 
are not necessarily part of your “deal team,” start working with one 
now to prepare for your big exit payday properly. 

And now … on to targeting.  
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CHAPTER 3 – TARGETING:  Finding 
Businesses That Will Build Yours   
I learned a lot by working with marketers at some of the larg-

est companies in the world.  A concept that every marketer knows and 
bases their efforts upon is that, to get a single sale, you need to get 
your message out in front of 100 different people.  Of those people 
who see your message, maybe half will respond.  Of those people who 
respond, only a fraction will engage.  Of those who engage, only a 
handful will enter the sales process as leads. And of those leads, only 
one will complete a transaction. 

Finding companies to buy is similar.  You need a barrel full of 
possibilities to score a handful of successes.  Not every business you 
desire will be available, affordable, or a good fit. A solid understand-
ing of the tools and strategies needed to evaluate multiple targets, un-
derstanding the concept of 'fit,' and recognizing when to move on to 
the next opportunity are critical to a successful growth-by-acquisition 
strategy. In the game of growth, flexibility isn't just an asset; it's a ne-
cessity. 

Therefore, this chapter is about building that acquisition tar-
get pipeline, using available tools and resources to find a set of 
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suitable targets, and then keeping that prioritized list constantly re-
freshed so you can stay focused on acquisitions and integrations. 

Defining Your Targets 
In Chapter 2, you blended the self-assessment from Chapter 1 

with additional research and developed a strategy for what types of 
businesses to target in your acquisition plan.  To find the specific 
companies you want to target, you need to build an easily understood 
and communicated definition of that target type.  The most effective 
way to do this is to create a standard target definition structure that 
you can use for any target type. The definition needs to be simple and 
easy to remember, and it needs to be easy for people to understand. I 
recommend the following target definition elements in the following 
order: 

• Type of business.  This might be the industry, company 
type, or a combination of both. For example, “I’m looking 
for pet nutrition e-commerce companies,” “I’m looking for 
digital marketing agencies,” or “I’m looking for small ma-
chine shops focused on high-performance automotive 
parts.”  

• Company size.  Company size can mean different things, 
but the most effective way to describe the type of company 
you are looking for is by defining the number of employ-
ees, the amount of revenue they make annually, and the 
amount of profit they achieve each year. For example, 
“…that has at least ten full-time employees, has $5 million 
in top-line revenue and 30% net margins.” Or, “…with 
around twenty FTEs and $500K in annual profits.” 
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• Location.  Depending on whether you are looking for 
companies in a particular location, this may be optional. 
For example, “…in the Miami metro area,” or “…in the 
eastern United States,” or “in North-Central Ohio.” 

• Other. If there are other specific aspects of the company 
that you want people to know, add those to your spiel as 
well. You may want a company that has a particular li-
cense type.  Or you’re in the software industry and want to 
clarify what technology stack your target company lever-
ages. Or you need to ensure that the manufacturing pro-
cess is compatible with your current company's process. 

For each target company type, you need to have this infor-
mation down and ready to communicate so that when you get to that 
part of the phone conversation, elevator conversation, email, or text 
message, or you need to jot it down on a cocktail napkin, you can 
quickly and easily rattle it off.  “Joe, I’m looking for auto maintenance 
companies anywhere in New Jersey with top-line revenues of at 
least $1 million, at least eight full-time employees, profit margins of 
20% or better, and that specialize in servicing European cars.”  

This exercise is no different from developing an elevator pitch 
for your company’s new product or briefly telling an interviewer your 
background.  It should be formulaic, consistent, and include all the 
pertinent details. You should be capable of using it for every type of 
company you want to buy and with every person you want to help you 
find that company.  
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Targeting Strategies and Tools 
Look for proximate possibilities first and then gradually look 

farther and farther away. Why? The first acquisition will be challeng-
ing.  It’s your first time.  You need a solid first win to build your con-
fidence and test your team (both internal and external – as we’ll dis-
cuss in Chapter 4), your processes, and your ability to execute your 
plans.  The nearer your first acquisition, the easier and cheaper it is 
to visit. A closer first acquisition is more accessible to evaluate – it 
might be right across town, a quick drive.  You’ll be able to leverage 
its resources faster and with less effort. You may already be familiar 
with some of their people or customers, and your team can visit them 
more easily during the integration process.  

Next, get busy leveraging your network.  Some people recom-
mend just getting the word out en masse:  put a blanket announce-
ment out about your search. The theory is the more people that hear 
your message, the more chances you have of finding what you want. 
But that approach is fraught with risk.  It’s like throwing a bowl of 
spaghetti against the wall to see which noodles stick to it. 

First, do you really want everyone to know what you are work-
ing on? Do you want your competitors to know?  Do you want all the 
close-by targets to know you’re “coming for them”?  This is also the 
same needy thing that hundreds of thousands of other people do 
daily.  Spammers: the ones that annoy you and waste your valuable 
time deleting the email, unsubscribing, politely responding, or what-
ever else you do to get past it. Why do something irritating when you 
want people to respond positively? 
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A better approach is to reach out directly. Make calls, send 
emails, message contacts, and get back in touch with people.  If you 
haven’t been in touch for a long time, don’t immediately ask them to 
do something for you. “Hey, I’m going to start acquiring companies. 
Do you know anyone that…” is about as effective as “Hey, my cousin 
Judy is looking for a new job. Do you know anyone that’s hiring?” or 
“Hey, I need fifty dollars. Can I borrow some?” 

Instead, offer them something to get them to reconnect or 
want to work with you.  Ask them to write a guest blog post for your 
website with writing credit and links back to their website so they can 
get access to your customers, followers, and search results.  Offer 
them an invitation to an event.  Provide them a copy of some infor-
mation or a clipped article that you genuinely believe they’ll be inter-
ested in (and that means of interest to their business or them person-
ally – don’t just send a nonsense article or a funny meme).   

When you get them on the phone and talk, start by finding out 
how they are doing.  Ask them about their business, their job, their 
family, or even their dog.  Don’t immediately tell them about your ex-
pansion plans until after you’ve broken the ice and they’re through 
talking about themself.  Then, when they ask what you’ve been up to, 
they’ll be warmed up and more likely to ask questions about what 
you’re looking for and how they can help you. You now have a genuine 
affiliate in the field who is more likely to contact you if they see some-
thing. 

Once you make these connections, don’t let them go dormant.  
Stay in touch, especially with people you think have additional con-
nections that can help produce results.  Stay top of mind.  Send them 
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a client or customer if you can. Help them out with something. Get 
them feeling thankful.  You will be rewarded.  

If you contact or try to reconnect with people over email or a 
social network messaging service (such as LinkedIn), be careful about 
sending that same message out to many people, especially if they 
know each other. It will look and feel like spam if you don’t personal-
ize the message to every person you contact. No matter how you do it, 
spam gets ignored.  This is a numbers game, but a few honest conver-
sations, contacts, and search agents or affiliates gained by being gen-
uine will be much more valuable than a hundred who capitulated be-
cause they didn’t want to ignore your spammy feeling and needy-
sounding note.  If you want actual results from real people, you must 
act and behave like a natural person, not a bot. 

While leveraging your network is likely to get you some great 
connections, it can’t be the only way you look for viable acquisition 
targets. You will need to get busy doing target research. 

The simplest, easiest, and most obvious way to do this is via 
Bing or Google search, looking for companies with the particular tar-
geting information you’ve established. You might also leverage any of 
several company data systems that are available.  In the Resources 
section of this book, there is a list of Target (or Lead) Research Sys-
tems and Services that you can look into and potentially use. As you 
research these systems, I recommend that you stay away from high-
priced solutions like ZoomInfo unless you can get access through a 
partner (like a broker you hired to help find companies to buy).  Their 
information is no better than anyone else’s, and they charge a pre-
mium for their service.  You have better things to do with your money, 
and there are cheaper alternatives. 
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Last but not least, get your team working on it as well. We’ll 
discuss how to choose and organize your team in Chapter 4.  Once 
you have that team assembled, they should all leverage their networks 
and use search tools to find companies to acquire.  This is a team ef-
fort. Get your family working on it.  Search everywhere for the kinds 
of companies or businesses that you identified in your strategy and 
figure out who the right person is to contact at those businesses.   

Pre-Screening the Opportunities  
As you assemble your target list, you should pre-screen those 

companies before you contact them and start the acquisition process. 
Research the company on the internet. Look at their website. Check 
their social media posts. Find them on Yelp or whatever other feed-
back site might be available (depending on the industry). Use Bing 
Maps or Google Earth to see their location using satellite imagery. If 
they’re close by or you happen to be in their neighborhood for what-
ever reason, do a drive-by.  If they are in your industry, do a test order 
or see if you can find someone who has bought something from them 
or utilized their services. 

Contact any references or customers that you may know or be 
familiar with.  Find out what kind of reputation they have.  You may 
even be able to do this by looking up people on LinkedIn who work at 
a customer company and are in the correct department or function 
that would use the target company’s product or services. Ask about 
their experience with the target company and its products or services. 

The bottom line is to find out whatever you can before you get 
on the phone with them.  This up-front information is helpful to de-
termine whether they are a good fit for your acquisition plan and to 
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keep the conversation going once you get the owner or chief executive 
on the phone or across the table from you in a coffee shop.   

“Hey, your company got a community pride award from the 
local newspaper.  How’d you manage that?”  

“Wow, I saw that the Feds launched a big investigation into 
that one company you used to sell to.  That had to be scary!” 

Know your target. Be ready to communicate and engage.  

Prioritizing Your Target List and Next Steps 
When you have a solid list of potential targets, get to work do-

ing a preliminary prioritization of your target list.  

In Chapter 7, when we cover the due diligence process in 
depth, we’ll discuss determining whether a company is a good fit 
more thoroughly. You’ll want to leverage that information to help you 
decide how to choose what companies to call first. 

In Chapter 4, we’ll talk about assembling your acquisition 
team. You may want particular members of your team assigned to in-
itiate outreach to various targets either because of existing relation-
ships or some specific understanding of that company or their recent 
news releases or events.  

Remember that flexibility is critical.  You want a plan, and this 
is part of establishing your plan.  You figured out strategically what to 
look for. Now, you have a growing list of companies you want to con-
tact that fit your desired acquisition criteria. You’ve prioritized the list 
and have information to help you make first contact. 
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But before we get there, let’s talk about putting together your 
acquisitions team: the group of internal and external resources you’ll 
rely upon to make this adventure possible and successful. 
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CHAPTER 4 – PLANNING: Getting 
your Deal-Making Ducks in a Row 

Bestselling author Lee Child’s main character, former Army 
major Jack Reacher, always says, “Plan for the worst; hope for the 
best,” and recalls how “Even the best plan doesn’t survive first contact 
with the enemy.”  Boxer Mike Tyson is famed for colloquializing that 
militarism as “Everyone has a plan until they get punched in the face.”  
It’s enough to make you doubt the value of planning.   

As a captain in the army, one of the many little leadership ac-
ronyms impressed upon me was “The Seven P’s,” which is “Proper 
Prior Planning Prevents Piss Poor Performance.”  You must have a 
plan that includes knowing when to go to “plan B.” 

Once you get to this process stage, remember to be flexible, 
adjust, and roll with the punches.  You will encounter the unexpected 
and have to reassess, regroup, and maybe even reconsider.  But that 
is all part of the game.  This chapter is about having a game plan that 
provides structure and flexibility so that only the best possible deals 
make it to closing. 
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Assembling Your Team 
This book's Resources section contains several tools you 

should look at before you start building your team.  The Model Due 
Diligence Checklist and the Deal Documentation List are two items 
you should review carefully before choosing your team.  

The Model Due Diligence Checklist will be discussed in more 
detail in Chapter 7 when we discuss getting the first deal done.  That 
checklist covers the information needed before you write a check, get 
a loan, or complete an acquisition.  The more you understand what 
you will review, the more you’ll know which team member is best 
equipped to help with that work.  You’ll also better understand what 
external resources will be needed because you don’t have them in-
house. 

The Deal Documentation List provides an overview of the doc-
uments needed to close a deal.  That list should also help you under-
stand what internal resources and external experts you need on your 
team.  

For those anxious to hit the starting gates, I suggest you finish 
reading this book first.  Take some notes as you complete each chap-
ter, but don’t start until you’ve read everything.  It’s similar to not 
writing an introduction for a book until you’ve written it.  How do you 
introduce something that doesn’t yet exist?  Take notes, store that en-
ergy, and take action once you finish the Conclusion of this book. 

Choosing Your Internal Team 
You are about to buy another company, and your team will be 

responsible for integration.  To the extent that it makes sense and 
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doesn’t take them too far away from their regular day job, you should 
involve some of the critical members of your team to assist with eval-
uating prospects and reviewing due diligence information.  This will 
accomplish two things: (1) Improves buy-in: being part of the pro-
cess imparts a sense of ownership; (2) Streamlines integration: 
involvement in the acquisition process better prepares them for in-
corporating the acquired company into yours.  

By department, these are some of the people or positions from 
your internal team that you should consider involving in the acquisi-
tion process: 

• Accounting – Your controller or other accounting leader 
should be on calls with the external accounting team (who 
we’ll discuss below) when they review their due diligence 
findings.  They can review some core diligence infor-
mation, but don’t let them get bogged down in the weeds.  

• Operations – Whatever kind of business you’re in, 
whether construction, professional services of some sort, 
technology (software, IT services, or hardware, etc.), com-
mercial properties, manufacturing, or equipment repair 
services, you need the specialists and leaders from your 
team reviewing what the other company does to gauge 
their “fit” with your current operations both from a “how 
they do things” as well as a “who are they” perspective.  
Only Ops team members can adequately assess the value, 
condition, appropriateness, or issues in another com-
pany’s operations, including people, processes, and tech-
nology.  For technology companies, determining the abil-
ity to integrate another company’s software with your own 
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easily is critical.  Doing a code review to ensure no un-
happy surprises is also essential. Each industry has partic-
ular tests to determine whether the two companies' oper-
ations are compatible. 

• Sales and Marketing – Team members from these two 
departments should be included on a primarily consulta-
tive basis to understand what the prospect is doing to find 
customers, compare customer lists, uncover overlaps, and 
learn how the new company will be additive.  They should 
also be consulted about adding new brands, service lines, 
or lines of business and what it will take to integrate what 
the other company has developed and built. 

• Human Resources – If you have an internal HR man-
ager, they should be on deck and consulted to understand 
differences and similarities between policies and proce-
dures, to assist with reviewing HR-related due diligence, 
and to assist with determining how the integration of peo-
ple will work. 

• Legal / General Counsel – If you work with a business 
attorney regularly or have an in-house counsel who under-
stands your company, its history, its formation, any issues 
it has run into in the past and knows the direction the 
company wants to move in, they should be apprised of 
your plans and weigh in on challenges they may see with 
the process.  That said, unless this attorney is a “deal” at-
torney, they should not handle the deal process. 
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Selecting External Team Resources 
Who don’t you have internally?  Whatever you lack in-house, 

you should find consultants or other knowledgeable advisors ready to 
jump in and assist with specific issues and questions as you work 
through diligence, closing, and integration. While some of these folks 
are additive, the first two are mandatory. 

• Legal – You specifically need an experienced deal attor-
ney.  Doing M&A may not be your regular attorney’s forte.  
Get an attorney who understands deal mechanics and due 
diligence and knows and can explain the documentation 
that goes into a deal.   

• Accounting / CPA – Again, you need an accountant or 
CPA with a deal focus.  They will be a critical part of the 
due diligence effort and will be tasked with looking for ac-
counting and finance issues that your internal team may 
not see. Not every CPA does this kind of work.  Specifi-
cally, ask the CPA whether they handle due diligence for 
M&A projects.  If they do not, keep looking. 

• Tax Advisor – Every deal involves tax issues. You need 
to understand the impact of the overall deal on your cur-
rent business to know how to prepare for the tax conse-
quences properly. Additionally, you need a tax expert who 
can assist with reviewing the deal structure to help ensure 
that the deal is put together in a way that will most benefit 
your annual tax filings and bills. Tax advisors can also help 
review the taxes of the target companies during due dili-
gence as well as in preparation for closing. This may or 
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may not be the same resource as your deal 
CPA/Accountant. 

• Other professionals – You may also want the assis-
tance of outside professionals who can perform inspec-
tions of equipment or buildings, assess personnel (HR), 
perform detailed technology audits (software industry), 
and more. The need for external professionals depends on 
the industry and may also be dictated by the target type. 

Again, be sure that you fully understand the acquisition pro-
cess and all the aspects of deal-making, documentation, and integra-
tion before you form your team. Your situation may have specific re-
quirements that need to be considered. Don’t start the acquisition 
process without a team that can help make the process smooth and 
efficient. 

Preparing materials and process  
To help you in your acquisitions journey, the Resources sec-

tion of this book has a Deal Process Checklist and Project Plan.  
This project plan summarizes the process outlined in this book and is 
designed to be a starting point for developing your project plan.  Use 
that checklist and the other materials covered in this book to help you 
understand who needs to be on your acquisitions team and to guide 
the planning and execution of your acquisitions. You will want to cus-
tomize that template to your specific process.  Everyone on your team 
needs to be familiar with and provide input to that plan, as it will be-
come the roadmap to your overall acquisitions process.  

Your team should also review the Due Diligence Checklist 
in the Resources section and work together to make it fit exactly what 



Acquire Before You Exit 

Book Reviewer Edition - 65 

you need to review as part of your acquisitions validation process.  
We’ll talk much more about using that checklist in Chapter 7. 

We discussed the Deal Documentation List in the Re-
sources section earlier. We’ll cover that list again in Chapter 7.  As the 
buyer, you are the ones who typically prepare the deal documenta-
tion. You and your team (especially your deal attorney) need to review 
that list and get as many of those documents ready to use as possible 
before you even get started with the first deal.  You will also want to 
template those documents so the same primary document can be 
used repeatedly as you acquire companies.  

It is not possible in a book like this to provide suitable tem-
plates.  Deal documents will vary based on the target company type, 
industry, and deal structure. Even in your deals, the structure may 
change from one deal to the next.  Every deal may be unique. But if 
you have a good base structure appropriate to the bulk of the compa-
nies you will be going after, you will save yourself a lot of legal time 
and expense. The more familiar with the documents your deal team 
is, the more systematic your acquisition process will be. 

Because different target types will have different closing pack-
ets, you may have one set of documents prepared when you acquire a 
media company, a different one when you acquire a supplier, a differ-
ent one when you acquire a competitor, etc. Using your strategic plan, 
your team should try to pre-stage as many of the deal documents they 
expect to need based on the strategy and targets as possible, so they 
can be quickly put to use during the deal process.  

You will also want to pay special attention to the diligence ar-
eas or materials that should be inspected based on your industry.  
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Every industry is different.  You are the expert in your industry, and 
you know more about the kinds of things to look for and what deal 
elements might work for your acquisitions. Work closely with your 
deal attorney, CPA, and tax advisor to customize the due diligence 
checklist and the deal documentation to ensure they fit your industry 
correctly.  

If you don’t get these tools together in time for your first due 
diligence process, then be sure to budget more time to do it as part of 
that first deal. Once you establish it during that first deal, you reuse 
and adjust those tools as needed each time you start a new deal.   

Using Systems and Services 
Many companies have developed software to help streamline 

the M&A process. The software you want to use during this prepara-
tion stage ranges from the information systems you may have used in 
Chapter 3 to prepare your target list through project management 
systems, virtual data room solutions, and overall integrated M&A au-
tomation solutions.  Let’s talk about each in turn.  

Information Systems 
The company information systems discussed in Chapter 3 will 

be helpful for more than just targeting as you get your plans together.  
In addition to the basic research that will help you with outreach to 
get the deal process started you will also be using these systems to 
help validate the information you receive from a seller during prelim-
inary (before sending a letter of intent, or “LOI”), as well as full due 
diligence (after an LOI is in place).  Remember that the data in these 
information systems is often not as accurate as you’d like.  
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Although not covered in Chapter 3, hiring independent con-
tractors is another inexpensive way to assemble a decently researched 
target list. Upwork, Fiverr, or other independent contractor sites pro-
vide access to service providers that can cheaply assemble prospect 
lists and research for you.  Incredibly, the quality will be roughly the 
same as the expensive systems (that is, generally mediocre). Still, us-
ing a contractor costs a LOT less than paying for access to the so-
called premium data systems (like ZoomInfo). 

Project Management Systems  
The next type of automation you should strongly consider is a 

project management solution. As discussed above, you should use the 
project plan template you developed above for each acquisition pro-
ject. The easiest way to do that and track your team’s progress is to 
use project management software.   

Project management is one of the most automated functions 
out there. Why?  Because everyone has their preferred style and 
methods. Some project managers track every task down to the minute 
detail.  Other project managers keep it high level, like yellow stickies 
on a whiteboard with lines drawn for project stages or phases. Some 
want tasks assigned to specific individuals; others prefer assigning 
tasks to a manager and allowing for delegation. If you get 100 project 
managers in a room, you’ll have at least 40 ways of managing pro-
jects. Project management software is similarly and simultaneously 
diverse, flexible, overbearing, controlling, loose, and only as valuable 
as the team's effort in using it. 

Use the solution that you and your team are most comfortable 
using. That may be visual solutions such as Trello, the old standard 
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and often frustratingly capable Microsoft Project, or one of the newer 
online solutions like Mondays or Smartsheet.  It could also be as sim-
ple as an Excel or Google Sheets spreadsheet.  Get one that the team 
(generally) agrees on, or use the one you dictate they will all use (or 
else!).  And that last parenthetical is not used lightly.  Once you start 
using a project management solution, everyone must use it exactly as 
necessary. For emphasis, project management solutions are only as 
good as how well the team uses them. 

Virtual Data Room Software   
When you get to the due diligence process, you will be buried 

in documents, materials, data, spreadsheets, and systems access.  The 
seller will provide this impossible collection of stuff in response to 
your due diligence requests.  To avoid premature deal fatigue, get ac-
cess to virtual data room (VDR) software.  You will want something 
that is built specifically for this purpose. Examples of VDR solutions 
include DealRoom, SecureDocs, and Firmex, among others. An inter-
net search will show you just how many there are. 

If you have found a solid deal attorney or M&A experienced 
CPA firm as part of your external team, they should already have a 
solution to use. If you are working with a broker, they likely have one, 
too.  If you can leverage someone else’s system, that’s great. Other-
wise, you will need a VDR solution.   

VDRs are essential for several reasons.  First, they generally 
provide a highly structured way of storing materials. That structure 
can usually be set up to mirror your due diligence requests, meaning 
that you are not looking all over the place or sorting through random 
file folders to find the document that answers Question 3(b)(ii) on 



Acquire Before You Exit 

Book Reviewer Edition - 69 

your request sheet.  You go to that request in your VDR, and the seller 
team will have posted all their documents and responses in context 
with the request. The seller team uploads the materials that answer 
that request right into the appropriate request folder.  If a single doc-
ument or spreadsheet answers more than one request, they upload it 
in multiple places so you don’t have to jump back and forth to find 
things.   

Additionally, most VDRs have built-in access controls, mean-
ing that only those people who are supposed to provide or analyze 
materials can access those request folders.  When individuals access 
the VDR to upload or review materials, the system tracks that access.  
Many systems also put digital overlays over materials, making it ob-
vious where the document originated should those documents ever 
get used for a purpose that was not allowed in the NDA.  

When a deal is over, VDRs also make that process easier.  If 
the deal closed and you now own that company and all its data, that 
VDR can be archived and downloaded so you can maintain access as 
the integration process begins.  If the deal falls through for whatever 
reason, the VDR can be closed automatically and all the data securely 
deleted, ensuring that you fully comply with any NDA or confidenti-
ality agreement likely signed as part of the deal process.    

You will be tempted to shortcut using a VDR using OneDrive, 
Google Drive, Box, DropBox, or several other online storage solu-
tions. Please don’t do it. For one, you have to set it up – each time you 
start a deal process – including folder structure, access control pro-
cesses, and any tracking mechanisms (such as folder reports or access 
reports).  It’s a time suck you do not need and cannot afford.  For two, 
I have not yet seen a project where one was used well.  Access control 
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errors delay progress. Users who create new folder structures outside 
the folders you built lead to the “Where did you upload that document 
again?” game that wastes time.  And even if you specify to one team 
or the other that folder access links need to be secure and locked 
down to specific individuals, they won’t. Then you’ll have “anyone can 
edit” links floating around that destroy any semblance of data secu-
rity.   

In short, while it may seem more straightforward and cost-
effective (or maybe just “easier”), it is neither. They weren’t built for 
this job.  Get a VDR.  Shop around, talk to your external advisors who 
may have one, get demos, choose the one you like the best, and use it 
religiously for every deal you do.  You’ll thank me later. 

M&A Solutions  
Several companies have built “all-in-one” software solutions 

to automate the entire M&A process.  They boast of large institutional 
customers. They will tell you how they have spent time precisely en-
gineering the solution so it provides everything you need, all under 
the same hood. And several of them are very good.    

But they are also expensive. They are generally priced based 
on the number of users you allow to log into them (which can be sig-
nificant, especially if you run multiple deals at once). They may also 
charge you for the amount of projects or data you store in them.  

They can also be a headache to learn.  You may need a single 
headcount to ensure the M&A system is running correctly, that the 
right people have access when needed, and that the input information 
is uniformly entered and can be effectively turned into informative 
reports.  When you get a system demo, you will wonder how you will 
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keep it all straight. As often happens with complex, multi-functional 
solutions like this, you will find that post-demo, but hopefully before 
you have to pay an exorbitant annual fee, the system doesn’t do eve-
rything as easily as the sales team told you.  

My strong recommendation regarding M&A solutions is this:  
if your attorney, CPA, or broker has one they are willing to let you use 
for their projects, and they promise to provide comprehensive sup-
port for your team to use the system, then go for it.  Otherwise, stick 
to the systems you already have and know or are designed for and do 
a great job of handling single processes. The integration that the M&A 
solutions provide is nice to have but optional.   

Using Brokers, Advisors, or Investment Bankers  
Another consideration in assembling your team is whether to 

use business brokers, mergers and acquisitions (M&A) advisors, or 
investment bankers (who, for the sake of simplicity, we’ll collectively 
refer to as “brokers” in this section).  As with most things, deciding to 
work with a broker requires understanding who they are, how they 
work, and why you may or may not want to work with them.  

First, brokers are service professionals who work for a client.  
They will be protecting the interests of the client that they are repre-
senting. They will only work or advocate for you if you are their client. 
As we’ll discuss in Chapter 11 in more detail, an intelligent broker is 
absolutely your friend when you are the seller. They’ll work on your 
behalf to get multiple bidders, drive the sale price up, and push to 
ensure that your time is not wasted by tire kickers and wishful think-
ers who lack the resources to complete a deal. They are also highly 
familiar with the M&A process and can help guide a seller.  For a 
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seller, they are critical to getting the best possible deal and handling 
negotiations impartially.  But if you’re the buyer?  You may be better 
off finding sellers that brokers do NOT represent.  

Let’s discuss the two ways you may work with a broker, start-
ing with the potential for a seller to be represented by a broker. 

When you are the buyer, and you either find a seller through 
an online listing (which is most often posted by a broker) or you find 
a seller that enlists the assistance of a broker, those brokers can 
quickly become blockers or obstacles to creative or innovative deal 
structures.  Many brokers call it “protecting” or “representing” their 
client. Still, they may become deal killers by insisting on securing the 
deal they have in mind for or feel most comfortable presenting to 
their client instead of being open to an agreement that serves their 
client’s interests, no matter the structure. Whether it is due to a belief 
that creative deal structures are too risky or they don’t want the “has-
sle” of a more complex deal process, a broker will often guide a seller 
away from non-traditional deal structures.  When buying a broker-
represented company, you are unlikely to get past the broker gate-
keepers if your deal consists of more than cash, a loan, some small 
measure of seller financing, and some rollover equity.  

Working directly with a seller provides a greater opportunity 
to get creative in selecting various financing options, especially lever-
age techniques. As a buyer, finding sellers who are not working with 
a broker may result in a better deal.  Be careful, though, and ensure 
you carefully complete due diligence. Sometimes, a seller is not rep-
resented because a broker may have recognized a problem with their 
business and declined to represent them. 
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If you are working with a seller who’s working with a broker 
or other advisor, the most important thing to remember is that the 
broker will be working to maximize the sales price and, therefore, 
their commission. On this latter point, they may need to be assured 
that there’s enough cash in the transaction to pay at least a portion of 
the purchase price to the seller AND to cover their fee or commission 
completely at closing.  Again, they will likely be at least suspicious of 
any deal structure that is financially creative or complex. They often 
advise their client against it even if it otherwise makes financial sense. 
This is not meant to suggest that every broker is out for their wallet. I 
work with a team of M&A advisors that are incredibly focused on 
achieving the best possible result for their client no matter what that 
is.  But not every broker is the same and you will find brokers who are 
so focused on their own payday that they end up behaving in incred-
ibly boorish ways. 

To illustrate the type of brokers to avoid, in a recent deal I was 
involved in, the brokers were angry because an issue with money 
transfers was causing the financing for the deal to fall through. Rather 
than acting professionally and acknowledging they would have to 
work to find a new buyer for their client, they became visibly agitated 
on the Zoom call. They started yelling at the seller team, especially 
their financier, even though it was clear that circumstances tied his 
hands. Their client, the seller, was also on the call, and he was not 
happy that the deal was falling through, either, but he remained pro-
fessional while his brokers went crazy. Not only was this unprofes-
sional behavior, but it also made two things clear: (1) The brokers 
were only interested in getting to the finish line to collect their 
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commission on the deal; and (2) They didn’t have any other buyers in 
the pipeline, and they knew they were screwed. 

Whether or not you work with a buyer’s broker depends pri-
marily on whether you need one because you lack that skill on your 
team. If you work with one, you must find one that you believe will be 
more helpful than harmful, that is not overly expensive, and that you 
believe has the experience needed to find businesses for sale that fit 
your strategic vision. Use the criteria outlined in Chapter 11 to help 
you choose a good one. 

Brokers most often represent business sellers.  Why?  Because 
that’s where the money is. When the seller gets paid, money is avail-
able from the sale proceeds to pay their commission.  Buy-side bro-
kers take their cut right off the top when the seller gets paid. When 
they work for a buyer, they typically charge some ongoing service fee 
(typically a monthly retainer) to help find sellers that fit the acquisi-
tion strategy.  

Depending on your agreement with them and the level of ser-
vices they offer (i.e., whether they are providing merely search ser-
vices or whether they are providing full-service deal services, includ-
ing terms negotiation), they may also charge a “success fee” that is 
due at closing.  Some brokers will subtract their monthly retainer 
from this success fee, typically a percentage of the total deal price.  
Success fee percentages generally vary depending on the size of the 
deal as well.  The smaller the deal, the higher the percentage.  The 
larger the deal, the higher the percentage, up to 10% or even 12% on 
smaller deals. You have to budget this additional fee into the cost of 
your acquisition. 
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Some of you may be thinking, “Why, then, do I want to work 
with a broker?”  You have to do the cost/benefit analysis. Consider 
the level of involvement of your team and how much that costs if you 
don’t use a broker. Don’t forget to factor some level of lost productiv-
ity into that cost.  While your team is working on deals, they won’t be 
doing as much of their “day job.” On the other hand, if they have ca-
pacity, that cost may not be that high.   

If you pay a broker a success fee for finding businesses to buy, 
you save your team’s time and effort and potentially get smarter, 
faster, and more efficient deals. In this case, the additional fees have 
to be measured against the savings of not having to leverage your 
team as much. That said, brokers don’t help with integration.  They 
can help shepherd the due diligence process and keep everything 
moving smoothly, but they will not be the ones stitching the acquired 
company together with yours. Your team has to do that. And to the 
extent that a broker shields your team from the nitty gritty of dili-
gence, your integration plans may be affected. 

Something else to consider when considering a buy-side bro-
ker is that they often have direct access to fully vetted sellers. A buy-
side broker may get an additional payout for connecting a seller bro-
ker with you as a buyer. You should ask about this possibility when 
you are interviewing buy-side brokers. If they connect you to a listing 
they already have, you may get a discount on their buy-side fee be-
cause they also get a commission from the seller.  That said, if the 
broker’s access to active sellers results in a fast, efficient deal, remem-
ber that time is money. You just closed a fast deal because you had a 
broker with great connections.    
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If you’re on the fence about using a broker for a buy-side pro-
ject, contact a few of them. Talk to them about their process and get 
some quotes.  Do the evaluation that I describe in Chapter 11. Talk to 
your team and evaluate the burden of doing acquisitions without a 
broker. Do the cost/benefit analysis and carefully consider your 
team’s capabilities and the effect that a broker will have on integra-
tion efforts. Then, try this:  Hire a buy-side broker for the first or the 
first couple of deals and ensure that your team works closely with the 
broker through closing.  When your team knows what part of the pro-
cess they are comfortable executing on their own, re-negotiate your 
deal with the broker to reduce their efforts in the aspects your team 
will lead and to reduce the success fee accordingly. 

Bottom line: brokers are in the business to facilitate the sales 
of companies. They have experience and connections that you may 
not have. Leverage as much of their expertise as makes sense for you.   

Preparing Your Team  
At this point, you should have:  

• A strategic acquisitions plan; 

• An acquisition target list along with additional infor-
mation about each target that will help with outreach, pre-
liminary diligence, or both; 

• A templated project plan and a project management sys-
tem to manage that plan;  

• Templated deal documents that can be used interchange-
ably, as needed, for each specific deal; 
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• Access to a VDR solution for the due diligence process; 
and, 

• A deal team of both internal and external resources spe-
cially selected for this purpose. 

On that final bullet, I want to emphasize that you don’t need 
a huge team to complete this work.  Your core team might be 
as small as two or three people (lawyer, CPA/tax advisor, and CFO, 
CRO or operations leader) plus you.  Your extended team for the dil-
igence and integration processes might be closer to ten or even a 
dozen --- it all depends on the size of your company and the work to 
be done. The point of this chapter has been to help you understand 
what you will be going through so you can make intelligent decisions, 
organize yourself and your company, and select your team for the 
journey ahead. 

The next step, and the final step in this Chapter, is preparing 
everyone for the next steps. If you have assembled all these tools cor-
rectly, you have involved your team as you went.  You’ve gotten their 
input on deal documents. They were involved in the planning and tar-
geting process. They’ve reviewed the due diligence checklist and un-
derstand their role. They helped select systems they were comfortable 
with and were bought into using. Before you fire the starting gun, 
though, you should have one last dress rehearsal. 

Get everyone in a room or have them participate on Zoom. 
Walk through each deal team resource, including systems, plans, doc-
uments, and processes, preferably in the planned order.  Discuss the 
target list one more time. Ensure they know they are empowered and 
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expected to provide honest feedback during the acquisitions process. 
Answer questions. Get a thumbs up from everyone.   

You’re now ready to start conducting outreach to get some 
deals done.  So, get your phones and keyboards ready because the 
game starts now! 
  



Acquire Before You Exit 

Book Reviewer Edition - 79 

 

CHAPTER 5 – PRE-DEAL: Initiating 
Contact and Establishing 

Preliminary Deal Parameters 
Whenever I attend conferences, I am amazed at the people 

who instantly strike up lasting conversations with people they have 
just met.  Riding along with salespeople when I worked in the soft-
ware industry, I was also perpetually impressed at how effortlessly 
the best ones made chatting up a potential buyer look.  I have never 
been that smooth at initiating conversations.  I overthink it, and it 
ends up being awkward. You might want to avoid contacting other 
business owners to determine their willingness to sell to you. Initiat-
ing contact to get the M&A ball rolling can be daunting, but it’s also a 
necessary part of the process. Without those conversations, nothing 
starts. 

But there are ways to get people to, in a way, come to you.  To 
bridge the gap and make them want to talk to you first.  To provide 
upfront value that makes them more open to general conversation 
with you, even opening the door to more in-depth discussions about 
their business.  
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In this chapter, we will talk about how to get people to open 
up and come to you.  We’re also going to help you plan and prepare 
for how to take that conversation in the direction of supporting your 
acquisitions and getting those owners or critical executives thinking 
about the potential to sell or merge with you. Once that initial foun-
dation is set and the information that can lead to a deal starts flowing, 
you’ll leverage the rest of this chapter to get the beginnings of a deal 
in place.  

The Challenge of Outreach 
Dreading doing the outreach yourself is sometimes valid.  But 

it depends on what approach you use to get in touch.  For some meth-
ods, the old ploy of having your assistant call their assistant to get 
something on the calendar can be a great first step. For other meth-
ods, having a team member get the ball rolling and then stepping in 
with a follow-up discussion makes the most sense.  Your research in 
Chapter 4 should help you determine the best approach for various 
targets. For some of those target businesses, the best approach may 
be a “chief-to-chief” call.  At the end of this section, we’ll provide some 
potential scenarios to help you decide how best to handle outreach to 
that target.  However, it will be up to you and your team to determine 
what works best for the companies on your target list. 

This brings up something that has long irritated me about 
“lead services” companies.  One size does NOT fit all. The number of 
canned, incorrect, poorly targeted, and carelessly considered commu-
nications I get daily tells me that most of these services are hammers 
who see nothing but a world full of nails. It doesn’t work that way. 
You will get a better response if you take the time to treat your targets 
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with the communication respect you would appreciate for yourself. 
You are not trying to sell a widget; you are trying to initiate a dialogue 
about something as serious as it gets in business: potentially buying 
their company. Would you respond to an un-personalized or a poorly 
personalized communication about something that impactful?  Prob-
ably not.  So don’t do it to the people you want to converse with.       

For each of the companies on your target list, determine what 
you think will be the best approach to contacting them. The direct, 
chief-to-chief networking approach that might work best for some of 
them is the, “Hey, I’d love to get on a call and compare notes about 
[our industry or the local market or insert an issue that affects both 
of your businesses equally].” You want to start a discussion with them 
about something impactful for both of you and something that only 
the company's leaders would have any business discussing.  It could 
be initiated through assistants, or it could be a direct phone call or 
email.  You could meet in person over lunch or coffee or schedule a 
mutually agreeable time to talk over the phone.  Do what makes sense 
and what you will be comfortable doing.   

One of the other highly effective methods for getting people to 
respond is something I refer to as “business cat nip”: Don’t ask for 
something, offer something, and see how quickly they respond to op-
portunity instead of obligation.  Here are some possible “cat nip” ap-
proaches: 

• Offer a client or customer referral: “Hey, I like your 
products/services and think they could be a good fit for 
my customers, too – can we get on the line and talk about 
what you offer so I can maybe send you some customers 
and make them happy with me as well?” 
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• Guest blogging:  Especially if your website gets good 
traffic that could be helpful to them as well, offer to let 
them do a guest blog post on your website that you pro-
mote on your website and via social media with links back 
to their company website.  Then, when they send their ar-
ticle in, call to talk through it and get into the preliminary 
assessment. 

• Share important information:  Send them some in-
formation they may not have.  Like a blog post, an article, 
or information about a vital tax change that might affect 
them.  Maybe they already have it, but they might still 
thank you for thinking of them, and then the door is open 
for a follow-up conversation. 

• Become their customer:  Ask if you can become their 
customer if they are a potential product or service vendor 
that you like or think could be a good fit for your business.  
If nothing else, you might gain a great supplier.  In any 
case, you will have a conversation that can venture into 
preliminary assessment territory. For this one, you will 
want this to be a chief-to-chief call.  If you leave this to 
your team, or if the other owner or CEO relegates you to 
their team, you need to bring it back up to the executive 
level, where you can take the conversation where you want 
it to go, which is into a discussion about a possible merger 
or acquisition. 

• Help their customers:  Offer to contribute information 
or services to their customers that might help or guide 
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them.  With this one, be careful that it isn’t an obvious ploy 
to get their customers to come to you or possibly to poach 
their customers or clients. Look for ways in which your 
services could complement or supplement their offerings 
in a way that potentially builds their brand.  Remember 
that if you get a chance to buy them, this plays in your fa-
vor and will also accelerate integration efforts. 

• Get creative – what do they need?  What else can you 
easily and quickly provide that will start a conversation?  
Once you get a conversation going, you have your foot in 
the door. 

Once you have initiated first contact, you need to know what 
to cover to get into deal mode as quickly as possible. You will want to 
have a friendly conversation first. This might be related to one of the 
above offers of help or on general topics that interest both of you.  
Don’t talk about the weather or the sports scores (unless that is your 
business).  Talk about topics that interest both of you and ask ques-
tions. You want them to open up and start to feel comfortable with 
you.  You might tell them how you came to own your business and 
then ask them how they got there.  This is a great technique that 
breaks the ice and also initiates the preliminary diligence process. 

When they start spilling, just let them talk.  Remember that 
people LOVE to talk about their business, problems, issues, and plans 
– leverage that!  Take notes. Decide if their business is a good fit for 
yours.  If they seem to be something that you are interested in, then 
take the next step. 

The next step is probably one of the following: 
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• Get together for a better talk and see their operations. You 
could ask for this as part of offering to send customers.  
How can you make a referral unless you know where 
you’re sending your customers, right? 

• If they mention that they have been thinking about selling 
or getting out, that’s an opening.  Pounce!  “Well, since you 
mentioned it, I might be interested in buying your busi-
ness.” 

• If they are doing something amazing that you wish you 
could do or that truly impresses you, use that as a hook to 
talk further. 

• Start to tell them about your business and your plans to 
expand via acquisition. Tell them you are looking around 
right now to see what kinds of companies might be avail-
able to acquire.  If you did your pre-call review well 
enough, this is like putting a wiggling worm on a fishhook 
– they’ll grab at it if they are ready to exit. 

Once the conversation becomes an acquisition discussion, 
dive into your preliminary diligence questions. Remember that every 
contact won’t be a prospective deal, and every prospective deal won’t 
close. When you get into a conversation about their business, use the 
Initial Screening Questionnaire in this book’s Resources section to 
help you get the information you need in a very discreet and non-
threatening manner. 

If you do get into a deeper conversation and put the acquisi-
tion bait out there or bluntly ask if they have ever thought about sell-
ing their business, then, in addition to being prepared to move 
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forward, you also need to be ready for them to say they are not inter-
ested in selling right now.  If that’s the case, DO NOT press it.  Go into 
back burner mode.  Keep the relationship going and do things that 
keep you in their head, but don’t keep ringing the bell like a tired trav-
eler at a dark highway motel in a cheap horror flick.  You have to let 
them come around, and frequently, they will after they have some 
time to think about it.  For some businesses, patience after an intro-
duction is genuinely the best tactic. 

NDAs – Talks Before and After 
Whenever business leaders share information about their 

company, the specter of leaked secrets is ever-present. Before an NDA 
gets signed, a prospective seller will likely share a certain amount of 
information without one.  You may uncover enough data for you to 
decide to proceed.  Or you might not. However, once the prospect of 
acquisition comes up and you start discussing critical deal supporting 
information, or you start asking about specific confidential details 
that make the seller feel uncomfortable sharing, expect a request for 
a non-disclosure agreement. 

I often get asked whether to agree to use “their” form or insist 
on your own. Generally speaking, most NDAs cover the same stuff.  
But if you can get your form out first, it saves you from paying your 
attorney to review it for you.  This is why you get all your documenta-
tion in order before you pick up the phone or the keyboard.  

A sample Non-Disclosure Agreement (NDA) Template 
is included in the Resources section that is simple to fill out and use.  
It provides for maintaining confidentiality and ensures non-
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competition and non-solicitation (meaning neither of you will go af-
ter the clients/customers, employees, or contractors of the other). 

Remember that until someone asks for one or offers one, they 
don’t help anyone.  As the buyer, if you can get information without 
executing an NDA, then don’t.  You must comply with its terms and 
conditions as soon as you sign one. If they ask or seem uncomfortable 
sharing more information with you and you still need more, offer to 
send your form.  Remember that, as the buyer, the seller worries 
about sharing too much information with you.  Put yourself in their 
position and be the buyer that shows empathy to their concerns. Fol-
low through on your obligations.  Secure the data and make sure they 
know you are securing the data. Trust is one of the most valuable bar-
gaining chips you will have when it comes time to negotiate the deal. 

The “polite” way to submit the NDA once the offer is on the 
table is to send the document over by email and offer to let them re-
view it before you send it for signature.  But being polite often takes 
time and may result in the seller (or their attorney) deciding to either 
want changes or to use their own. That means time and money for 
you. The more aggressive (or, shall we call it, “confident”?) way to get 
this done is to immediately send it for electronic signature (on 
DocuSign, Adobe Sign, or the like).  They can still get the document 
reviewed by their attorney, but the fact that it is signature-ready may 
help expedite the process. The goal is to make it easy for them to sign 
and move on to the next step. 

One last question that frequently comes up, especially from 
sellers, and that you, as the buyer, need to keep in mind is how en-
forceable they are. Sellers are going to be wondering, “Am I pro-
tected?”  As the buyer, you should know the answer to that question 
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so you can keep your team on the safe side of the law as they review 
and work with materials and information.  The test for enforcing an 
NDA is the risk of damage to one’s business.  Suppose a business 
owner who shared data or materials under an NDA feels their confi-
dential information is being misused. In that case, they can get an in-
junction to prevent you from using their materials to harm their busi-
ness.  If they already did and feel like they have already been dam-
aged, they can sue you for the damages they allege you caused your 
business.   

Your attorney can tell you more about the responsibilities and 
enforceability of an NDA, but if you treat that seller and her infor-
mation like you would want a buyer to treat your information, you 
will be okay. As discussed in Chapter 4, using VDR software helps as-
sure the seller you are diligent with their information and have sys-
tems to protect that information and prevent disclosure or misuse.  
Once you get to the point of having an NDA in place, put it to use. 

Preliminary Diligence & Valuation 
Chapter 4 referred to the Initial Screening Question-

naire in the Resources section. When calling or meeting with a pro-
spective seller, use your customized version to help gather the infor-
mation you need to evaluate the target and confirm it fits your strate-
gic goals and targeting criteria.  

Remember that preliminary diligence requires just enough in-
vestigation to make you want to move forward.  You need some foun-
dational data points to confirm that the other company fits your ac-
quisition strategy.  You also need enough information to determine 
an “offer” or “bid” valuation.  You do not need the level of information 
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required to finalize or close the deal.  The initial screening question-
naire has been designed to get you to the offer point confidently, but 
not further. 

If a company wants to hear your offer, the next step is to de-
termine what you think the company is worth.  Two things to remem-
ber as you are coming up with this “offer valuation”:   

(1) Remember this is for an “offer” or a “bid”.  Your 
valuation is being assembled for an offer or an initial bid 
(where a “bid” applies to the situation where you compete 
against other potential buyers). It may or may not be the 
final deal price. Once you complete due diligence, you will 
firm up this amount, evaluating the whole business, not 
just the preliminary information. Your offer or bid has to 
be subject to change based on actual data. We’ll talk in a 
minute about how you make sure that is clear in the Letter 
of Intent (LOI). 

(2) Past performance beats future potential. Always 
base your valuation on performance and NOT merely po-
tential. Many buyers get starstruck with the potential of a 
target company. They get excited about what it can do for 
them, the people they get, the equipment or technology 
they’ll have access to, the additional customers or product 
lines they will obtain, etc.  While many of these assets are 
valuable, and factoring them into your bid may make 
sense, remember they may or may not play out how you 
think they will.  Make sure that when you go through the 
valuation process, you are conservative and smart in do-
ing the valuation. It is far easier to increase your offer than 
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try to decrease it after you get the seller all excited about a 
big payday.  The latter is one of the fastest ways for a buyer 
to kill a deal. 

Doing a business valuation in this early stage can be nerve-
wracking. You don’t yet know what you don’t know. You will be de-
veloping a bid valuation based on incomplete information.  The best 
way to work through this is to first familiarize yourself with the Val-
uation Multiple Sources list in the Resources section.  See what 
kind of information is used for performing that valuation. Ensure 
your version of the Initial Screening Questionnaire covers all the 
questions you need to ask to get the information you need for a solid 
valuation. You will likely need to determine whether you are working 
with an SDE or an EBITDA owner. You’ll need to know what those 
numbers are. You’ll want to understand what their upcoming budget 
looks like and what their revenue projections are for the next six to 
twelve months.  

If you are working with a buyer’s broker, they can also provide 
access to data sources to help with valuation. They may even have a 
canned service offering to do a valuation opinion for you, or if you’d 
rather have someone else do the valuation, make sure they include 
valuation services in your agreement.   

Your bid valuation needs to get you to a signed LOI.  It’s sub-
ject to change, and you may adjust it (or the deal structure) after you 
complete acquisition due diligence (as described in Chapter 7). If you 
are pressured to come up with more to make the deal, remember this: 

(1) Going up is easier than going down.  Going down in 
price after you have a signed LOI is hard and often kills 
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the deal.  Don’t exceed a number you are comfortable of-
fering. If the seller is asking for more, make that part of 
the offer contingent on the seller being able to prove (dur-
ing due diligence) that the additional value they claim jus-
tifies the higher valuation. 

(2) Shift the burden. Before you adjust your price, if the 
seller truly believes the business is worth more, walk them 
through your valuation process and have them tell you 
where they think you’re wrong. Maybe you left something 
out.  If something is undervalued in your calculations, 
they will tell you. If the additional element is subject to 
verification, use the validation approach described in #1. 

(3) Shift the structure.  If the price is more than you want 
to pay, remember the adage, “My number, your terms; 
your number, my terms.” If they want more, you may want 
to change the deal structure.  If you need to pay more for 
potential, insure your additional payment by structuring 
it as an earnout, where the additional amount is paid over 
time based on performance. We’ll talk a lot more about 
deal structure and financing elements in Chapter 6. 

(4) Be prepared to walk away. If the seller still pressures 
you for a price outside your comfort zone, you may need 
to walk away from the deal. 

Your offer or bid may be presented in writing or verbally.  
When you send that offer or bid, tell the prospective seller that it is 
merely a bid or an offer and that if they accept it, you will be moving 
forward with a formal LOI and diligence.  You may go back and forth 
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a couple of times before you hit a preliminary number and structure 
that’s comfortable for both the seller and you.  The seller must be clear 
that arriving at an initial offer differs from a final offer.  Everything is 
subject to due diligence.   

Deal Structuring for the Letter of Intent (LOI) 
Consider how you will structure the deal as you negotiate your 

offer or bid.  Keep the adage about price and terms in mind as you do 
this.  You should have also thoroughly reviewed our discussion on 
deal finance in Chapter 6, as well as some of the additional techniques 
listed in the Resources section. You may even want to develop a ten-
tative plan for structuring each deal per target during the planning 
process we covered in Chapter 4.  Have a list of the likely methods you 
are comfortable using for a deal. Consider each of them when assem-
bling an offer or a bid for a given target, and then assemble the deal 
structure as part of the offer.   

An important step when putting together the deal structure 
for your offer is understanding what the seller might be willing to ac-
cept before you finalize your offer. You want to structure a win-win 
deal that is easy for the seller to accept.  To do that, you must ask 
questions that reveal what the seller might find acceptable. Find out 
what they intend to do after the sale is closed.  Will they retire – and 
do what? Go on a trip? Move to a foreign country where their fortune 
will last the longest and buy the most? Invest in a new company or 
property?  The more you know how they will use the funds, the better 
you can leverage the various deal finance techniques and structure a 
deal that gets you the company, and the seller gets what they need to 
be happy.  
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It’s often not about the total price.  Terms matter. Significant 
cash at closing could be a terrible tax decision. Structuring the deal to 
have ongoing payout points might be an excellent option for some 
sellers and simply unworkable for others.  You also need to know 
whether they want to or are willing to stick around and continue to 
run their portion of the company for a while longer.  You need to know 
how long that “while” is.    

You may also leverage the information to develop a basic and 
advanced deal structure. The basic deal structure might be as simple 
as a price, with terms “to be determined.”  An advanced structure 
could be a full deal stack, including loans, notes, equity, consulting or 
employment contracts, etc. Make your offer as basic or advanced as 
necessary for the target seller. A basic offer with an offer amount and 
TBD terms might also help ensure it’s clear that nothing will be fixed 
until after you complete due diligence.  

Realize that you don’t know what you don’t know. You cannot 
possibly build a perfect deal at this point in the process, but you 
should know approximately how you want to do it so you know what 
to look for during due diligence and for the final deal. 

The last thing to remember when developing your offer struc-
ture is whether the seller uses a broker.  If they are, they will likely 
insist on knowing as many deal particulars as possible before allow-
ing their client to proceed to due diligence with you. Seller’s brokers 
may also have some standard terms with which they are most com-
fortable and may advise or even convince the seller not to go with an-
ything else. This usually takes the form of telling the seller, “Don’t 
worry, we can find a buyer that will give us the price you want on our 
terms.”  Getting past this will require you to work harder on your offer 
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and may take some deal finance tactics off the table. If the seller’s 
business is important enough to your strategy, work through it. If it’s 
not, either find one without a broker or with a more enlightened one. 

Merger or Acquisition or Something Else? 
Most deals are either acquisitions of assets or equity: 

• With an asset acquisition, you buy all, substantially all, 
or only some of the seller company’s assets and nothing 
more.  You may also assume certain liabilities or obliga-
tions of the company. Still, you do not assume any other 
obligations or issues that may have occurred before the 
closing date (such as responsibility for lawsuits or regula-
tory issues).  Asset sales are chosen most often because of 
how they leave the baggage of a company behind, as well 
as because of the stepped-up cost basis for tax purposes. 

• With a share purchase, you purchase all the ownership 
shares (“stock” for corporations, “membership units” for 
an LLC) in the seller company.  This means you get the 
whole thing, including all warts (liabilities, past issues, 
and other problems). This may be the only way to do a 
deal, especially for companies that have restricted licenses 
that are issued to the company and cannot be transferred 
(e.g., aviation and cannabis industries). 

To determine which type of deal you will be doing, make sure 
you understand what you want to buy and whether there are particu-
lar aspects of the company (such as licenses) that make a share pur-
chase the only way to structure the deal properly. 
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Note that the difference in whether you will be doing an asset 
or share purchase also materially impacts the due diligence process.  
Your team may be looking at significantly different facts and infor-
mation based on whether you are just buying certain assets or you’re 
buying the company and all its collected history across every aspect 
of the business.  If you are unsure which purchase method you will 
use, consult with your deal attorney and tax advisor BEFORE making 
an offer on the company.  How you buy the company also impacts 
what you should pay for it and how the deal should be structured. 

Above, we also mentioned the tax advantages of the stepped-
up cost basis for the acquisition that comes with an asset purchase.   
If the target company is either a C Corporation or an S corporation, 
you can make a share purchase and still enjoy the benefits of a 
stepped-up cost basis.  This may be accomplished using a tax code 
provision known as a “338-H-10” election, so named because it is 
based on Internal Revenue Code (IRC) section 338, sub-paragraph 
(h)(10).  During your preparation efforts, identify companies you may 
want or need to acquire using a share purchase. Then, consult your 
tax advisor and deal attorney about using a 338-H-10 election for 
those particular targets.  

One more often overlooked or ignored possibility is doing a 
merger instead of an acquisition. With a merger, your company es-
sentially combines forces with another company. A merger usually 
results in either your company or the other company surviving, and 
the non-surviving company is folded into the surviving company. A 
merger might also be accomplished by forming a new company and 
merging both companies into that new entity. Mergers are an excel-
lent way for similarly sized companies (and sometimes differently 
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sized companies, but where one has a key asset that the other needs) 
to combine forces.   

The biggest issue with a merger is usually ego.  One company 
feels like it MUST take over and control the other.  And if they can’t 
agree on who the alpha dog is going to be, then they start to talk about 
“joint ventures” and “partnerships” (which is discussed more in 
Chapter 10, including why they are often not the best approach for 
companies that are looking to grow by acquisition before selling), or 
they go back to working alone and potentially being even fiercer com-
petitors.  

A good merger usually involves two similarly sized or highly 
symbiotic companies.  The two companies' leaders must determine 
how best to work together, how the executive or management teams 
will be restructured after the merger, and devise a plan for how the 
two companies fit together synergistically. Honesty is critical.  

Especially for small and medium businesses (SMBs), mergers 
are rarely proposed by a broker or M&A advisor.  Getting paid for a 
merger as a broker can be somewhat problematic, especially as mul-
tiple brokers or advisors may be involved. That doesn’t mean it never 
happens because it does.  But it takes a lot of precise machinations 
and a significant amount of coordination, communication, and re-
solve to get it done.  

One last thing to note about mergers is that they require dif-
ferent documentation. If you get into a merger, your deal attorney 
must advise you on planning and completing the intended merger, as 
this book does not cover it.  



Acquire Before You Exit 

Book Reviewer Edition - 96 

Nailing the LOI 
At this point, you found a company interested in selling, that 

you are interested in buying, and for which you have negotiated a deal 
price and structure.  You are now ready to get it on paper and dive 
into the formal deal process. 

The Resources section includes a Sample Letter of Intent 
(LOI).  Note that the sample letter is a template that must be edited 
and adjusted to fit your circumstances.  The template is annotated 
(the sections highlighted in gray), so you know how to fill it in and 
what to include in the letter.  Everything in the template is not man-
datory, and some sections may not make sense based on the specific 
circumstances of your deal. As part of the preparation process in 
Chapter 4, you should have reviewed this document and worked with 
your attorney to get it ready for use.  Now is when you put it to work.  
Here is how you work through each section of that LOI to ensure you 
nail the LOI every time. 

• Opening Paragraphs – Make sure you have the parties 
straight.  You must discover all this during preliminary 
diligence.  Don’t send an LOI to a company if you haven’t 
determined and confirmed where they are located, what 
governmental jurisdiction they were formed in, and who 
the authorized signatory is for them. 

• Background and Deal Basis – Describe what has been 
done that led to the terms and conditions described in the 
LOI. This is based on your outreach and preliminary dili-
gence.  Don’t overthink it. The purpose of this section is to 
provide some facts upon which the rest of the letter is 
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based in the rare case that someone decides to file a law-
suit over the LOI. 

• Purchase Price and Deal Structure – Read the in-
structions in the template. Remember that this is where 
you lay out the deal that you have discussed with the seller 
so far and that the specific nature of the deal may change 
(either in structure, amount, or both) before closing.  En-
sure that the language is clear that the price and structure 
may be modified prior to close based on the outcome of 
the formal due diligence process. 

• Other Descriptive Sections – The Real Estate, Inven-
tory, Financing, and Employees sections describe the as-
sets or specific aspects of the deal that you understand for 
purposes of the LOI.  This helps define the overall deal and 
makes constructing the purchase agreements and other 
necessary closing documents more straightforward for the 
attorneys (i.e., helps keep legal costs down). 

• Due Diligence Process – Don’t ask for more time than 
you think you need, generally 30, 45, or 60 days.  Ninety 
days is extreme, especially for SMBs. The process can be 
quick if you are prepared and the seller is ready to sell.  If 
you have an undecided or underprepared seller, getting 
information from them may take longer. The template 
provides for automatic extensions.  The seller’s attorney 
may take issue with that.  Be prepared for some jockeying.  
The better prepared you are, the more professional you 
will seem to the Seller, and the more likely you will avoid 
issues with the LOI. 



Acquire Before You Exit 

Book Reviewer Edition - 98 

• Pick a Closing Date – Make it the last or first day of a 
calendar month.  That is easiest for accounting purposes.  
If you pick a different date, make sure it makes sense un-
der the circumstances of the deal, and discuss it with your 
internal and external accounting team members FIRST.  

• Exclusivity – You want the seller to work exclusively 
with you.  Sellers may try to eliminate it.  Don’t let them 
because their ability to work with other potential buyers 
simultaneously gives them leverage and puts additional 
pressure on you. You are about to spend significant time 
and money doing due diligence.  That expense should buy 
you time to not compete against other potential buyers.  
Additionally, the best time for the seller to weigh their op-
tions is BEFORE the LOI, not after it. 

• Legal Boiler Plate Provisions – Have your attorney 
review the template to ensure it matches what they believe 
you need.  They may recommend additional or different 
language depending upon the jurisdiction you operate in 
or based on the specific nature of the deal.  DON’T DO A 
LOI WITHOUT HAVING YOUR LAWYER LOOK 
AT IT FIRST.  Even though LOIs are typically non-bind-
ing, that doesn’t mean they never result in a dispute and 
litigation.  Make sure you have it right. Realize also that 
even after you do this for one acquisition, the next time 
you prepare one, get it reviewed again.  The template gives 
you a starting point and allows you to do most of the work 
but get the legal review anyway.  Don’t take shortcuts. 
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• Transaction Team – This section is optional but bene-
ficial.  Communication during a deal is essential to keep 
the deal moving and to form the relationships that will 
make integration smoother. 

One final issue I see frequently in LOIs that often gets ignored 
but shouldn’t is neatness. A LOI represents and is a reflection of you 
and your company.  Have some pride and make sure it looks profes-
sional.  Put it on letterhead.  Do spell and grammar checking. Don’t 
have paragraphs with weird spacing, indents, or dangling bullets.  All 
of that says you are a sloppy buyer.  Be a professional buyer.  Profes-
sional buyers have the advantage in any negotiations that may be re-
quired. 

Once you have your LOI nailed, send it over for signature.  You 
may have to do a couple of rounds of editing, but that is a good thing: 
getting the LOI right simplifies deal documentation and closing. Once 
the LOI is signed, it’s time to move on to the detailed deal process that 
we’ll cover in Chapter 7.   

But before we get there, the next chapter shifts our focus to 
deal finance options, a critical aspect that shapes your due diligence 
process. While it was instructive for the preliminary diligence and of-
fer/bid process, it’s crucial for the due diligence and closing process. 
Understanding financing avenues is vital for long-term success and 
can make or break your acquisitions journey. 
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Title: Make a Difference with Your Review 

Subtitle: Unlock the Power of Generosity 

"The greatest use of a life is to spend it on 
something that will outlast it." - William James 

 

Hey there, fellow business trailblazer! You know, people who 
give selflessly tend to lead more fulfilling lives. They're the ones who 
make a real impact. And since we're on this journey together, I'm all 
in for making a big splash. 

So, here's a little something I need your help with... 

Would you be willing to lend a hand to someone you've never 
met, without expecting anything in return? 

Who's this mystery person, you ask? Well, they're a bit like 
you. Eager, ambitious, and on the lookout for that golden nugget of 
wisdom to propel them forward. 

My goal is simple: to make the art of business acquisitions ac-
cessible to all. Everything I do, every word I write, is driven by this 
mission. But to truly make this happen, I need to reach... well, every-
one. 

This is where you come in. We all know that book reviews are 
crucial. They're the signposts that guide others to make informed 
choices. So here's my humble request on behalf of a hardworking 
SMB owner you've never met: 

Please take a moment to leave a review for this book. 
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This small act of kindness won't cost you a dime and takes less 
than a minute, but it could be a game-changer for a fellow SMB 
owner. Your review has the power to: 

• Help another small business thrive in its community. 

• Support an entrepreneur in their journey to provide for 
their family. 

• Create meaningful employment opportunities. 

• Transform the lives of clients and customers. 

• Turn a dream into reality. 

• Feeling that 'good vibes' sensation already? Great! Here's 
how you can make it happen: 

Just scan this QR code to leave your review: 

If the thought of helping a fellow SMB owner brings a smile to 
your face, then you're definitely my kind of person. Welcome aboard! 

I'm super excited to continue guiding you towards achieving 
your business goals with proven strategies and tools. The next chap-
ters are packed with insights you're going to love. 
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A heartfelt thank you for your support. Now, let's dive back 
into our adventure. 

Your biggest fan, Ed Gehres, Jr. 

P.S. - Remember, sharing valuable insights makes you an in-
valuable resource. If you believe this book can help another SMB 
owner, why not spread the word? 
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CHAPTER 6 – DEAL FINANCE: Know 
Your Options Before You Dig Into 

Diligence  
I enjoy cooking.  I learned how early in life from my parents, 

each of whom had a different style and a different set of recipes. As 
many professional and amateur chefs know, creating a fantastic meal 
isn't just about using the most expensive truffles or the finest cuts of 
meat. It's about how you combine them to create the perfect dish. I’ve 
sometimes pictured myself at one of those master chef competitions 
with seemingly every ingredient I might need ready to combine into 
a judge-wowing dish.   

The LOI is the recipe for a deal in the world of acquisitions. 
But great M&A chefs know that the actual cooking starts during due 
diligence. They know how to improvise and adapt that recipe to create 
unique, original, and winning deal structures that produce wins for 
both the buyer and the seller.  

This chapter will teach you how to understand and blend var-
ious financial ingredients—cash, seller financing, asset leverage, and 
more—to structure a win-win deal for both parties so that you are 
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appropriately prepared for the due diligence process. Because in ac-
quisitions, as in cooking, the right mix determines deal success or fail-
ure. 

Cash is Still King – But What’s the Right Amount? 
In Chapter 5, we talked about discovering sellers' motivations. 

What are they planning to do?  Why do they want or need the money 
they are asking for? What are they going to do next? Retire? Start a 
new business?  Go on an extended vacation and then decide?  How 
will they use the money they get from selling their company? Know 
that the truth is that most entrepreneurs can’t stay away – they’ll start 
something new soon after they sell “their baby” and will continue to 
work because they love what they do.  

Regarding the cash the seller receives at closing, your mission 
is to determine or discover how much they need.  Most sellers (espe-
cially ones represented by brokers) will tell you they want the entire 
purchase price in cash at closing. What you want to give them in cash 
at closing, and what may be the best tax option for them, is likely sig-
nificantly less than all.   

How, then, do you determine the cash “sweet spot”?  

First, ask the seller what they want to take away from the deal 
if you cannot pay 100% cash at close.  What is the minimum amount 
they must put in their pocket at closing?  Typically, they will ask for a 
number close to the whole amount anyway. 

Next, lowball them with a promise that less at close could 
mean a more significant total package – “What if I could only come 
up with [20% - or whatever] of the amount at closing, but you ended 
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up with a larger overall purchase price for the business?” As you are 
iterating on this process, continue to ask the core question:  “How will 
you use that money?” or “Will that be enough to enable you to do 
[whatever it is they think they want to do]?”.   

For the latter, you may even paint the picture for the seller so 
they can see how the deal serves their purposes:  “So – you want to 
retire to the beach in Costa Rica.  I looked at the cost of living and real 
estate in Costa Rica, and it looks like you could get an amazing home 
right on the Caribbean coast for $XXX.  Living costs there are around 
$XXX per month living in a place like that. If you had another XX% 
on top of that, you’d need $YYY/month. And moving costs to Costa 
Rica from [wherever the Seller lives now] will cost you about $AAA.  
If I provided a down payment of $ZZ, you would have enough for a 
house, the move, and all living expenses pre-paid for X years. Plus, 
with the seller note [or profits interest or whatever], you’d also get 
another $BBB on top of that amount every month.” 

Most people don’t solve their own problems. If you do your 
homework based on their plans and paint the picture of how your of-
fer will enable them to do whatever they want after they sell, you will 
be in a great position to close the deal on your terms. You will be help-
ing them to see the solution without actually having to create it. 

From your position as the buyer, the deal structure must fit 
within what you can afford for the company.  It needs to provide in-
surance against the possibility that the company underperforms post-
acquisition. While cash at closing may be actual cash from your re-
sources and loan proceeds (and we’ll talk about seller financing a little 
later), wherever it came from, it is an obligation that cannot be 
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avoided.  You must make the loan payments, which cannot negatively 
affect the operation of the combined company. 

That said, if you have enough cash and can justify the loan 
payments to cover bank contributions, meaning you can pay all cash 
at closing and have no lingering obligations to the seller, then there is 
no issue with doing just that. It eliminates the need to determine how 
much cash to pay at closing.  But remember to consider the additional 
reasons why you may only want to pay some cash at closing, which 
will be covered throughout this chapter. 

Another Thin Line Between Love and Hate 
(Banks and Other Lenders) 

Most of the funds you use for acquisitions will likely come 
from loans. Especially for SMB-sized acquisitions, one of those loan 
sources will be what is known as an SBA loan.  The SBA is the federal 
government’s Small Business Administration for those unaware.  The 
SBA does not actually loan money. Instead, it provides loan guaran-
tees so commercial banks feel secure lending money to SMBs. Said 
another way, most banks won’t lend an SMB money unless the SBA 
gets behind it and guarantees repayment.   

The SBA guarantees between 70-90% of the loan depending 
upon the loan size and program, plus several other, primarily political 
aspects, such as whether women or veterans own more than 50% of 
your company. As for the un-guaranteed 10-30%?  Unless the target 
business is flush with hard assets that fully cover the loan amount, 
expect the bank to require you to pledge all the equity in your family 
home, your retirement account, and your firstborn child as collateral 
(or, at least that is what it will feel like). Hence, they essentially risk 
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nothing in lending you money. If you fail to pay the loan, they can 
take it all. 

If you sense that I think this program has some issues, you’ve 
sensed correctly. If our tax money covers defaults anyway, why can’t 
the government be a direct lender and contract out the servicing of 
those loans?  Why wouldn’t the SBA put together programs to help 
SMBs be successful with those funds (and put thousands of consult-
ants to work in the process) rather than simply accepting the high 
failure rates of small businesses and the tax expenditure resulting 
from those failures? The answer is politics, big banks and other lob-
byists, and money.  

The SBA has other programs3 that cover other purchases, in-
cluding a commercial real estate loan program, that are also good.  
They have programs to connect you with grants and private investors, 
but those programs are so poorly developed that I have yet to meet 
anyone who could take advantage of them. In my opinion, the SBA 
doesn’t help small businesses nearly as much as they help banks.   

Criticism aside, because of the government’s largesse and 
pandering to banks, you may be able to obtain a loan for acquiring 
another company, especially if you have at least 10-20% to put as a 
down payment, your business is profitable, the target business is 
profitable, you have a solid plan for how to integrate and leverage the 
acquired company, and your business (and you personally) have good 
credit.  For your acquisitions, to the extent you can use these pro-
grams to get funding, be thankful, and leverage it as much as needed. 

 
3 U.S. Small Business Administra7on. (n.d.). Funding programs. Retrieved January 8, 2024, 
from hOps://www.sba.gov/funding-programs 
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Your CPA and banker will be the best resources to know whether an 
SBA loan works for a given acquisition and how best to proceed if it 
does. 

In other words, if you have a solid plan, good credit, have done 
the math, and it’s beyond obvious you can make the payments, then 
you should be able to get a loan.  The interest rates for SBA loans tend 
to be somewhat better than conventional loans (unsurprising given 
the guarantees, personal guaranty requirements, and highly miti-
gated risk), and they are almost always better than private money 
lenders (whom we’ll discuss in a moment).   

Here are some other ways to obtain financing from conven-
tional banks and credit suppliers: 

Conventional Lending / Lines of Credit – If you have a 
good (and preferably lengthy) relationship with your bank and great 
commercial credit, go directly to them.  They may still push you to-
ward an SBA loan. If you are purchasing a new business with solid 
income and hard asset collateral to secure the loan you get from the 
bank, you should be able to get a bank to provide you with the money 
you need to complete a deal.  Realize you will still need to come up 
with between 10% and 30% of the total purchase price.   

Credit Card Stacking – Many people have heard the story 
about how legendary film director Spike Lee financed his first Holly-
wood movie by maxing out a set of credit cards.  You can do the same 
thing to help you buy a company, potentially financing the down pay-
ment on credit cards. New business credit cards often provide 12 
months at 0% interest, giving you cheap credit, albeit for a finite pe-
riod.  You can then access those credit lines for a small fee using a 
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service like Plastiq. Several companies exist to help you sign up for 
these credit cards as well.  The benefit they provide is knowing which 
programs are the best deal with the most uncomplicated application 
process. They exist to get tens or even hundreds of thousands of dol-
lars in credit cards set up for businesses or entrepreneurs within six 
to twelve months. I’ve had clients work with them and report good 
results with minimal effort. 

Private Money Lenders – Also sometimes lovingly re-
ferred to as “loan sharks” or “leg breakers,” private money lenders are 
everywhere.  If you do a web search for them, be prepared to suffer 
with every ad on your browser and social media accounts to be for 
private money lenders forever after.  No matter what rate a private 
money lender advertises or even promises you, be sure to do the math 
and ask plenty of questions.  They are absolutely the most expensive 
money you will ever get, and once you contact them, they are relent-
less about getting you to follow through on your application.   

Regardless of where you get financing from, be sure to under-
stand the following aspects of loaned money: 

• Interest rate – how much is the money going to cost? 
Beware lenders that don’t follow the standard annual per-
centage rate (APR) advertising scheme.  You will see 
plenty of ads for rates as low as 1% (as of the date of this 
writing), which is NOT the APR.  It’s often a monthly or, 
worse, daily rate that translates to 12% APR or more. 

• Term – how long will you be repaying the loan?  Look for 
the most extended term available with no pre-payment 
penalty (or at least no penalty after one or two years). I 
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know this will make the hair stand up on the necks of some 
financial folks because longer terms mean more interest 
paid and, therefore, more expensive loans.  But when buy-
ing a company, you want the payments to be as low as pos-
sible during integration and maybe even the first full year 
or two. Other than low interest rates, an extended term is 
the other method of lowering the monthly cost of bor-
rowed funds.  

• Monthly payment amount – know how much the 
money will cost you each month and make sure that the 
income of the business you are buying will cover that pay-
ment, plus provide some ability to continue to grow or re-
invest, AND add to your total bottom line.  If you’re unsure 
of how to do this, that’s why you have a CPA on your deal 
team. 

• Pre-payment penalty – if you pay the loan off sooner 
than the planned maturity date, be sure you won’t get 
stuck paying a penalty. Sometimes, the penalty period can 
be negotiated to be less than the loan's maturity (i.e., you 
only pay it if you pay off the loan in the first year or two). 
But frequently, the penalty lasts as long as the loan. Loans 
with no pre-payment penalty typically come with up-front 
fees. Remember, the bank will always get “theirs”. 

• Fees – understand what fees you might be paying for the 
loan.  This could include origination fees, documentation 
fees, service fees, application fees, and pre-payment pen-
alties.  You should also be concerned with late payment 
and refinancing fees (these fees apply if you refinance the 
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loan before maturity). Some fees come out when the loan 
is first written. Sometimes, they can be “rolled into” the 
loan or financed, which means the loan principal increases 
by the fee amount, and your monthly payments increase 
proportionally.  

Selling Seller Financing 
Seller financing supposedly presents a significant amount of 

risk to the seller. That risk is that the buyer runs the business into the 
ground and cannot pay their debt.  But that is “seller financing for 
suckers.”  Smart seller financing provides appropriate security for the 
seller and enables them to keep an eye on the business and step in or 
have someone step in on their behalf if the company is being run 
down. It gives them the right to foreclose on the business and take it 
back if the payments are not made or other problems occur that put 
the debt at risk.  Brokers or advisors who tell sellers they are taking 
on significant risk if they agree to seller financing are not thinking 
about how a clever attorney can craft seller financing to give the 
sellers all the power they need to protect themselves from buyer de-
fault. Most brokers I know insist that anything more than 20% is a 
horrible deal. That’s an incorrect oversimplification. 

As the buyer, you will want some portion of the deal to include 
seller financing.  I have known investors whose starting point was 80-
90% seller financing. They didn’t always get that, but they were fre-
quently the right kind of buyers and managed to get a decent part of 
the deal financed by the seller most of the time. Opening negotiations 
with a solid purchase price that included a high proportion of seller 
financing established a foundation for negotiations.  
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You must understand why a seller should also want a portion 
of the deal to include seller financing to convince them to include it 
in the deal structure.  If you start with a high enough purchase price, 
you should be able to dictate the terms. Remember: offering the ask-
ing price opens up the “your price, my terms” argument. And once 
you review the following reasons why this is a beneficial deal struc-
ture, you will understand how to sell it to the seller (and her broker).  

First, interest means more money for the seller.  The 
total consideration paid for a deal that includes seller financing is 
more than the cash amount of the agreement.  Why?  Because seller 
financing is not free.  Like a bank, a seller who finances the deal will 
include interest on that loan. However, instead of your money going 
into a banker’s pocket, the money goes right to the seller.  I know this 
is basic, but on a $1,000,000 seller note at 5% APR interest with a 10-
year term, the seller will collect about $273,000 interest.  

Second, seller financing might help lower the tax bill. 
The IRS generally treats payments on a seller note like an installment 
loan.  Taxes on the principal are treated like capital gains, and the 
interest, while treated as regular income, is only due as that interest 
is earned, helping to keep that additional income in a lower tax 
bracket for the seller. Plus, the capital gains tax the seller may have 
paid at closing if they accepted an all-cash offer is spread out over the 
life of the loan.  That opens the door to using write-offs in future years 
to help offset that tax burden, offsets they would not have had at clos-
ing for an all-cash deal.  When making an offer and including seller 
financing (which should be all or most of the time), have your CPA or 
tax advisor do a quick calculation of the tax savings for the seller.  Use 
that to get the seller to buy into the concept of seller financing, and it 
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will make negotiations smoother.  You will also look like a savvy buyer 
with the seller’s best interests at heart. 

Third, while the risk of the business declining during the 
buyer’s tenure is real, the seller can and should incorporate reporting, 
oversight, and other protections into the seller note and security 
agreement used for the deal’s seller financing. As a professional 
buyer, have your attorney draft these documents as part of your deal 
documentation package.  Ensure that your attorney builds in the 
types of seller note protections you would want if you were the seller. 
Then, walk the seller through these protections so they understand 
how they will be protected with seller financing.  The more they un-
derstand how those provisions protect them against default or spoil-
age of their company’s assets, the more likely they will agree to a high 
level of seller financing. 

Sellers often need to be told how seller financing provides 
them with security. For one, the security agreement will include a lien 
against the assets they sell you. Naturally, this means you must be 
mindful of the assets you are keeping and what you will dispose of or 
resell after closing. You either cannot sell or must get permission be-
fore selling any asset covered by a security agreement. A seller may 
also ask for a personal guaranty or an additional security interest 
against certain of your company’s assets. Remember to consider what 
you would ask for if you were the seller. Be proactive and preemptive 
about getting those protections ready to use in the negotiation pro-
cess. 

Another tactic that is often easier with seller financing than 
with bank financing is the concept of a balloon payment.  Balloon pay-
ments defer the repayment of a significant portion of the principal to 



Acquire Before You Exit 

Book Reviewer Edition - 114 

the maturity date or the last payment of the loan. The practical effect 
of a balloon payment is to lower the monthly payment on the loan. 
For example, the $1,000,000 loan at 5% interest for ten years would 
have a monthly loan payment of $10,607.  If that same loan had a 
$500,000 balloon payment, the monthly payment goes down to 
$7,400, a savings of over $3,200 per month. This results in more in-
terest being paid over the life of the loan (additional benefit for the 
seller) but also alleviates some of the business's strain in making the 
monthly payment on the note. That reduced strain gives the company 
some leeway, especially during the difficult early days of integration 
with your business, to build up business revenue and profits that help 
ensure the loan gets paid. That, in turn, mitigates some of the risks of 
seller financing – less strain on the business means it is less likely to 
default or pay late. Most of the time, a bank won’t offer a balloon. But 
a seller can and, appropriately presented, absolutely should agree to 
it. 

I have found that balloon payments sometimes scare buyers. 
Why? “What happens if I get to the end of the loan period and I don’t 
have the balloon payment?” Simple: you refinance the debt and kick 
the can down the road.  But if you have set the terms for the seller 
note up smartly, you should never worry about it.  Why?  In five or 
seven years, you will have acquired enough businesses and grown 
your overall business so large that the debt will be erased when you 
exit.  

Sellers may also have the option of reselling the note.  This 
enables them to get cash for the note rather than waiting for it to pay 
out over time. Suppose a seller later invests in a new business or prop-
erty and needs cash from that note. In that case, there are companies 



Acquire Before You Exit 

Book Reviewer Edition - 115 

that will acquire the note and collect the payments in return for a dis-
counted payout of the total note value to the seller. For example, sup-
pose the seller had the $1,000,000 note above and decided to sell the 
note after one year of payments. At this point, the note's remaining 
value would cover the remaining nine years of payments, or around 
$1,145,500. The seller may be able to sell that note at a 10-20% dis-
count and still pocket around $920,000-$1,000,000.  Including the 
$128,000 in payments from year one, even at the 20% discount rate, 
they STILL received more than they would have if they opted for all 
cash at closing.  While the ability to sell a note always depends on the 
actual circumstances, this is still a viable option available to a seller 
that should make seller financing more attractive. 

Two more powerful reasons exist to convince a seller to agree 
to finance the acquisition of their company.  The first is that their final 
recourse for your failure to pay your debt is to foreclose on the loan.  
They can take their company back, or at least enough of your com-
pany to make them whole.  If they have a strong enough seller note 
and security agreement, they will know that the business is struggling 
before it defaults.  They can step in and fix it and continue to get paid 
at your expense.  

But reason number two is this:  Why on earth will you fail? 
You have a strategic plan for phenomenal growth through acquisi-
tion, resulting in an exit that will eclipse any debt you take on to buy 
their business.  You are already a business owner looking to build 
your business, not tank it. The level of risk selling to an existing busi-
ness owner is WAY less than selling to a buyer with no other business 
holdings.  You are trying to buy the business because it fits tightly into 
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the overall business you are trying to build.  As the buyer, YOU make 
the option of seller financing less risky. 

Bottom line: Don’t shy away from seller financing. Even a bro-
ker-represented seller can be talked into agreeing to it. Seller financ-
ing should be one of the first tools out of your finance bag for every 
company you look to acquire. 

Getting Creative and Smartly Leveraging 
Leverage 

We’ve now covered loans from banks, private lenders, and the 
seller, with the last of these three being the most favorable.  Those are 
not, however, the only places you should look to finance a deal.  This 
section is intended to inspire thinking outside the box. While this is 
not an exhaustive list of creative finance techniques by any measure 
and should inspire and help owners think creatively about how they 
can make acquisitions even without a lot of cash in the bank, it does 
guide some of the deal financing techniques you should always be 
thinking about and considering every single time.  Realize also that 
this section does not provide complete descriptions of each tactic. You 
may need to use some imagination to apply a given concept to the 
specific deal you are working on. I’d also recommend sharing this en-
tire chapter with your team (especially this section) so they can think 
creatively as they work through due diligence. 

Carve-outs.  If you don’t need or want an asset, carve it out 
of the deal and use that carve-out to lower the purchase price for the 
business.  For example: 

• The company may have a set of equipment that you al-
ready have, and you are primarily interested in their 
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customer list.  Buy the customer list and let them liquidate 
the equipment. 

• The seller may have intellectual property rights (patents, 
trademarks, copyrights) you don’t need.  Don’t buy them 
– carve them out of the deal.  OR, buy them and then im-
mediately sell them or find other companies that will pay 
for a license to use them, provided that is not detrimental 
to your combined business. 

Post-Close or At-Close Asset Sales.  Remember that 
equipment or the intellectual property rights you didn’t want or need 
above? Another way to pay for a deal is to find a buyer for that equip-
ment and then sell that equipment to another buyer at or immediately 
after closing, providing you with additional funds to pay the seller. 

Leveraging Real Estate.  If real estate is part of the deal, 
you have a few options for how it might fit (or not fit) into the deal: 

• Don’t buy it; lease it. Make a deal with the seller to keep 
and lease the premises to you instead.  

• Find a third-party company to purchase the property for 
you and then lease it back at a reasonable rate.  The seller 
gets paid at closing, and you can still access the facilities 
you need without buying the property. 

• Work out separate seller financing for the real estate.  The 
seller might be comfortable with this, considering real es-
tate is an easily foreclosed, tangible, appreciating asset. 

• Get a conventional loan to purchase the real estate.  Banks 
love hard assets and are more likely to loan money against 
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a foreclosable asset than against an uncertain income 
stream from a business. 

Assuming Liabilities.  Businesses often have a set of debts 
that they generally have to satisfy from sale proceeds at closing.  
Those past debts may be at better interest rates than you can get to-
day.  If that is the case, you should assume those debts and reduce the 
purchase price by the total amount you assume for the debt (the pay-
off amount).  

• Loans – If they have property or other loans outstanding 
that are at cheaper interest rates than you can get right 
now, then find out about assuming or taking the company 
subject to those loans, where those loans get paid by you 
and the seller doesn’t have to spend his sale proceeds to 
pay them off.  This is a dollar-for-dollar reduction in the 
company's price. 

• Real Estate Leases – Deals often include property 
leases that are usually assumed.  While this won’t reduce 
the acquisition cost, you should look at how the real estate 
leases affect the deal overall.  Could you move the business 
to new premises or to your premises that cost less money 
and then leave the real estate leases out of the purchase?  
If so, the seller may be able to release or sublet the leased 
premises for a premium and make some additional 
money.  If they do, especially if you help them find that 
new premium-priced tenant, you should ask for a portion 
of that profit to be taken off the deal price.  Without your 
deal, they wouldn’t be getting it. 
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• Other Liabilities – I am not going to go into every pos-
sibility, but be sure to look around for other debts or obli-
gations of the seller that you could potentially take on or 
eliminate, and then be sure that you are adjusting the pur-
chase price by the value of the liability that you have taken 
on or helped the seller eliminate. 

Partial Purchases.  Do you need to buy the whole business, 
or would it suit your strategy to have a partial ownership interest in 
the company you are trying to buy?   

• Maybe you buy a piece of a critical vendor.  By purchasing 
a piece of the vendor, you still pay for the products or ser-
vices you get from them (maybe now at a discount), but 
now you get a piece of the bottom line – the profits partly 
attributable to your buying their products or services.  The 
net effect is to lower your effective costs, make you an im-
portant customer to the company you just bought into, 
and increase your profitability.  Not to mention that own-
ership interest is an additional asset when you sell your 
company.  Remember to think about how you might be 
able to do it for little or no out-of-pocket cost using any of 
the other tactics in this chapter. 

• Maybe you acquire a portion of a company that provides a 
complementary service or product to the ones that your 
company produces.  Having an ownership interest in an 
ancillary business could ensure that your business is the 
first or only option presented to its customers by that 
other company.  Plus, you get the benefits of sharing in the 
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company’s profits and may get a more favorable price for 
anything you purchase. 

Rollover Equity.  Would the seller want to own a piece of 
your rapidly growing company?  Would they take equity in your com-
pany as payment for some portion or all of the value of their com-
pany? 

• A simple example is offering the seller shares in your com-
pany in exchange for all the equity in their company.  You 
paid nothing (or maybe very little) out of pocket to in-
crease the size of your company.  The seller gets a stake in 
your company.  When you sell your company at a higher 
multiple, that seller then shares in the higher purchase 
price of your business and ends up making more for their 
company than they would have if they sold it outright. 

• Alternately, you use equity in your company to pay for a 
portion of your acquisition of the seller company.  This re-
duces the cash you need to come up with to close the deal. 
It also provides the seller with a “second bite of the apple,” 
essentially rewarding them for the contribution their com-
pany’s assets contributed to your exit success when they 
are paid for the shares they own in your company.  

Involved Third Party Financing.  Can you convince a 
third party to provide financing to help you buy the business because 
it will benefit them?  For example, go to the largest customer of the 
target company.  Get them to give you a loan at a reasonable rate, plus 
you provide them with priority access to products or services they al-
ready buy, or you give them an additional discount on those products 
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or services.  This works best with a large customer with cash on hand 
who may want to increase their profit margins. 

Asset Financing.  Try leveraging assets such as large equip-
ment, buildings, or inventory to help finance the purchase.  Sell or 
take out a loan on the equity in the asset to help pay for the purchase 
of the seller’s company.  It could be done before or even right after the 
deal closes. 

Vendor Financing.  Convince a vendor of the target com-
pany to provide you with financing to complete the deal in exchange 
for keeping their contract in place (i.e., not switching vendors) or in 
exchange for a promise of higher purchases (more per month) or ex-
clusivity (get rid of all other vendors or increase their share of the 
business) or in exchange for a higher price on the goods that you buy 
from them. 

Receivables Factoring.  Another trick to consider with a 
seller business that has a lot of accounts receivable is to use factoring 
of their receivables to come up with a portion of the purchase price. 
Use their assets to help pay for your purchase. 

Again, this is only a partial list of how you can get creative 
about financing the acquisition of another company.  A list of 48 other 
deal finance techniques is included in the resources section of this 
book.  Both you and your team should review that list and keep them 
in mind as you work through putting together your deals.  If you or 
your team find yourselves wondering how these tactics might work, 
leverage your external team professionals (deal attorney and CPA, es-
pecially) to help you understand how they work and whether they 
might work in any given situation. 
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Selling a Piece to Get More 
Do you need everything you have now?  Have you ever been 

approached by someone wanting to buy into your business, but you 
couldn’t justify it? One tactic that can be used to gain some invest-
ment capital is to sell a portion of your business for cash and then 
turn around and use that to acquire other companies. Let’s talk briefly 
about how this would work and how you might do it. 

First, you need to know how much your current business is 
worth. The easiest way is to get a business valuation from a broker 
who wants to sell your company. They will often do it for free. When 
you do this, follow much of the advice on finding an appropriate bro-
ker covered in Chapter 11. You may also want their assistance in find-
ing financial buyers for a PORTION of your company.  Sell off  20%, 
30%, or even 45% of your company for cash. Use that cash infusion 
to buy other companies and grow your company.   

The broker that helps you sell a portion of your company 
should also be willing to help you find additional companies to buy 
since you will have to pay them a commission for helping you sell a 
piece of your company.  Ensure your contract includes that their ser-
vices extend to assisting with buy-side services after the partial sale 
closing. That assistance will likely be limited in some way (time, types 
of companies, number of companies, hours, etc.). Still, the sales com-
mission plus the potential to get a referral fee from another broker for 
bringing them a buyer should incent them to hunt targets for you. 
Make sure you get your money’s worth for that commission.  

Don’t give up control.  Selling a piece to get more is like having 
a garage sale to fund the family vacation.  Give up only what you can 
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afford to give up to acquire the cash you need to go on your buying 
spree. 

Something else to consider is that “selling a piece” might be 
selling something other than equity: old equipment, an underused as-
set or piece of property, a customer account that doesn’t fit into your 
future growth plans (maybe for legacy services that some other com-
pany now does better than you). Think outside the box.  Look for 
something to raise funds without handicapping your business opera-
tions or growth. 

Last, this is just one more way to raise capital.  It may not be 
the magic bullet, but it can help. The fundamental equation is how 
much larger your company will get by selling off just a portion of it.  
Could you double or triple your company size by using that cash for 
down payments on other companies?  Isn’t giving up 30% of your eq-
uity worth a 300% return? 

A Word on Earnouts 
An earnout is a technique whereby a buyer conditions a por-

tion of the purchase price on the future performance of the company 
being acquired. The seller gets paid that portion of the purchase price 
at fixed intervals based on the acquired company's performance or 
upon achieving preset performance milestones. They defer a portion 
of the total consideration to a later time and are generally not guar-
anteed.  They are conditional upon the acquired company's or assets' 
performance. 

Earnouts evidence a deficit of trust.  
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As the buyer, if you believe the seller’s representations of their 
company and have confidence in your company’s ability to integrate 
and leverage the assets and capabilities of the acquired company to 
produce additional revenues and profits, there is no reason to use an 
earnout. In that same vein, if you want to include an earnout in your 
deal structure, realize you are sending a clear message to the seller 
that you don’t trust them and don’t believe something they’ve told 
you.  

Sellers generally hate earnouts.  As a seller, once you sell the 
company or its significant assets, even if you are still in charge of 
some part of the ongoing operations through an employment or inde-
pendent contractor agreement,  you won’t feel like you have control 
over the results. You’ll feel helpless to realize the additional payout, 
and it’ll irritate you like a pebble of sand in an oyster, except without 
the certainty of a pearl being developed in the process.   

Earnouts are a great way to drive a wedge between you and 
the seller. You may not be able to get the seller to agree to them, and 
you may end up killing the deal. Maybe that’s good. Probably it’s not. 
If you want to acquire that company, avoid them. A better option 
might be rollover equity or a longer term contracting or consulting 
agreement. Equity ensures they share in the combined company's fu-
ture success by being an equity holder in the combined entity. Sellers 
will understand that while equity has future value if they sell you less 
than what they represented, their future payout on those shares will 
be similarly handicapped. A contractor or consulting agreement, 
something we’ll discuss more in Chapter 7, is another way to get the 
seller to agree to spread a payment out over time.  However, with a 
carefully crafted consulting agreement, they will feel like they have 
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more control over achieving the performance objectives.  It also 
spreads their departure from their company out over time, which 
could help with the sense of loss some owners feel after selling their 
company.     

Alternately, discount the purchase price by the amount of the 
discrepancy and provide for a bonus payment if the performance ob-
jectives are obtained.  Earnouts imply work and have a negative con-
notation. Bonuses are recognized as additive and are generally re-
garded as a positive. You might argue that this is a semantic solution 
to a real objection but don’t knock it until you try it. 

Ultimate Calculus of the Deal 
At the closing bell, the most important concept is how to 

structure a deal to fit your financial abilities, properly calibrate the 
deal structure to the deal's financials, and produce the growth effect 
you are striving for. Always do a final evaluation before you make it 
final. Look for all possible approaches during due diligence.  Review 
assets, cash flow, vendors, customers, liabilities, lenders, etc.  Look 
for every possible way to leverage those existing relationships to se-
cure the financing you need to close the deal.   

Your LOI should have made it possible for you to get creative 
with the deal before you get to close.  Formulate your agreement with 
the seller or the appropriate third parties that enable you to close the 
deal on terms that enhance your business without spending as much 
cash. 

Talk to the seller and let them know what you have in mind.  
Be sure to understand why those options make sense so you can sell 
them on the planned structure.  If the financing option happens with 
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a third party at or after the closing, ensure the deal is fully vetted and 
communicated with the seller before closing.  

One last note on deal financing is the concept of “cash-free, 
debt-free” or “CFDF.” This term tends to get thrown around a lot, and 
people are often confused by it – what does it mean?   

• “Cash free” means you will not keep their cash at closing.  
They keep most or almost all of their cash at closing.  How 
much cash you keep in the company depends on another 
challenging term, Net Working Capital, which we’ll cover 
in Chapter 7.  It does NOT mean you won’t pay cash to buy 
the company. 

• “Debt free” means that you will not assume any of their 
debt at closing, and the company will be acquired free of 
debt.  This may or may not be something you want.  Using 
their debt to help you acquire the company might be more 
intelligent than letting them pay off loans or other liabili-
ties that are potentially cheaper than what you can get to-
day. 

Bottom line: “CFDF” is a common ask on deals, but it may not 
fit with creative deal finance. You might keep some cash to maintain 
operations and use some to pay the seller or other expected bills post-
close.  You may also be assuming some debt rather than paying cash 
to the seller so they can pay it off.  Don’t get forced into agreeing to 
this until you are ready. That won’t come until you are deep in the 
throes of due diligence. 

One of the biggest fears many business owners have about ac-
quiring other companies is, “How am I going to pay for it?”  
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Hopefully, this chapter opened your eyes to how deals can be financed 
with bank assistance, leverage, and other creative finance techniques.  
More importantly, understanding these deal finance techniques 
should have opened your eyes to what information to look for through 
due diligence and for preparing the deal documentation. With these 
financing ideas in mind, let’s dive into taking the deal from LOI to the 
closing table. 
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CHAPTER 7 – DEALING: Getting 
from LOI to Close  

As a kid, I was always the apprentice on my father’s various 
projects around the house. We built rock walls, doghouses, and gaze-
bos, invented new irrigation systems, and were constantly doing 
something new.  Whatever we built, I remember my father sketching 
out a rough design on a piece of paper, hopping in the car to the home 
improvement store for needed supplies, and then getting to work on 
whatever it was we were building that day. 

As you can imagine, very few projects went as originally 
planned.  I remember my father complaining about not having the 
right tools or realizing he needed something additional to complete 
the project. I remember getting into the van still dirty from working, 
going back to the store to buy that one thing we didn’t have, and then 
coming back and magically getting to the next step or finishing the 
project. 

You have a strategy. You have targets. You have a team. You 
have a plan. Now is when you work the plan and, like the additional 
trips my father and I took to the hardware store, sometimes adjust 
and refine your process as you go.  Remember to keep your eyes on 
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the goal: growing your company through acquisition. As long as your 
actions continue to be in pursuit of that goal, you will get around the 
little rocks impeding your progress that seem like boulders when you 
first encounter them. 

Due Diligence – Avoiding Buyer’s Remorse 
As discussed in Chapter 4, the due diligence process is the 

most crucial aspect of any deal. In that chapter, we also talked about 
taking the Model Due Diligence Checklist in the Resources sec-
tion, reviewing and understanding it, and customizing it to fit the 
companies on your target list. That may mean you have several vari-
ations of the list, each geared to the kind of company it was custom-
ized to fit.  

At this point in the process, you found a company and made a 
tentative deal with them (memorialized in an LOI). The next step is 
due diligence.  One of the primary objectives of due diligence is avoid-
ing buyer’s remorse.  I have had clients come to me six or nine months 
after completing an acquisition and say, “Wow, I’m not sure I should 
have ever bought that place.”  Other investors told me about doing 
quickie due diligence or just trusting the information they collected 
during preliminary diligence. They later had to close down the ac-
quired company and write the entire investment off as a “good expe-
rience.”  To help prevent buyer’s remorse, here are my five rules of 
due diligence and a set of corollaries to help ensure you do it right the 
first time and every time after that. 
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The 5 Rules of Due Diligence   
The first rule of due diligence is not to skimp on due 

diligence.  This is your only real opportunity to discover information 
that will prevent you from making a bad decision or deal. Shortcuts 
only hurt you, not the seller, and not anyone else. Take your time to 
review what you need to review, and complete the entire checklist. If 
you do, the chances of making a terrible deal decrease dramatically. 

The second rule of Due Diligence is don’t do it your-
self.  You need the perspectives of people experienced in reviewing 
company information and uncovering critical information to help you 
understand the actual condition of the company you are about to ac-
quire. Internal team members should be involved, but the experience 
and expertise of external lawyers, accountants, and other consultants 
are simply invaluable.  Don’t do it without them. 

The third rule of Due Diligence is to spend time 
where time is needed. Determining what is most important to re-
view about a company depends on the company, the industry, the in-
formation you determined before developing your LOI, and the 
learned advice of your external, experienced advisors.  Once you de-
cide what areas need to be examined thoroughly, DO THAT. And 
don't waste time on those areas that don’t apply or aren’t critical for 
this particular deal.  Focus on what you and your team KNOW is es-
sential to review for this deal. 

The fourth rule of Due Diligence is that no two are 
entirely alike.  While the checklist has plenty of items that apply to 
every company you look at and that you should do every single time, 
no two companies are alike.  You may need to spend more time on 
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systems with one company, equipment with another, accounting and 
financial records with another, and marketing or products with an-
other. Identify the critical areas up front and then ensure your pro-
cess for that company is correctly adjusted to the company you are 
looking at. 

The fifth rule of Due Diligence is that it must solidify 
price, value, and fit.  If you are not using due diligence to help you 
justify the deal price and structure and the company’s fit for its in-
tended purpose, you’re doing it wrong.  Due diligence must provide 
the data needed to justify the acquisition. You need it to help you un-
derstand the other company’s actual past performance and actual fu-
ture potential. It has to be instructive in how easily that company and 
its team, products, systems, customers, vendors, and more can be in-
tegrated with your current company.  You're doing it wrong if you 
don’t get all this from your due diligence review. 

The Corollaries to the Five Rules 
Past Performance is Paramount.  As we discussed in 

Chapter 4, you pay for a company’s past results. Never base the pur-
chase price on what you think you might be able to do (potential).  
You base the valuation on what is achieved and sustainable.  Paying 
for a company's potential is a recipe for overpaying, underachieving, 
and buyer’s remorse. Make sure that a critical objective of your due 
diligence efforts is validating the company’s past performance. Then, 
determine whether it justifies the LOI price, a lower price, the LOI 
deal structure, or something different (potentially a structure that 
buffers against any fluctuations or inconsistencies in past 
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performance) or, if the seller has been pressing for a better deal, 
maybe a higher price. 

Future Potential Must be Discounted.  Future potential 
is what you think the business might be capable of once you have con-
trol. Thinking about what you will or believe you can do with the busi-
ness is good,  but don’t base the purchase price on what you think you 
might be able to do.  Too many entrepreneurs get ahead of themselves 
and pay a premium for a company based on its potential.  Buying 
based on potential ends in one of four ways:   

(1) The expected potential never pans out, and the acquisi-
tion fails.  

(2) You determine later that the potential will take more in-
vestment and time to develop than you expected to 
achieve that future potential; money you never expected 
to spend or don’t have available to spend or both.  

(3) You pay too much for the company and thereby spend 
money you will never see again.  

(4) Lady Luck waves her wand, your team knocks it out of the 
park, and all is well in the universe.   

Beware of when lightning strikes and you hit the jackpot with 
#4, though. I hate to be cynical, but it’s generally the exception, not 
the rule.   When it comes to price, forget about potential. Potential 
MUST be considered “upside” (a bonus), not a fundamental part of 
the deal. If the seller is pitching potential when they talk price, thor-
oughly analyze what it will take to achieve that potential and then use 
that information to negotiate a lower price.  And look at the actuals – 
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because if the seller is preaching about potential, there are skeletons 
in the closet they don’t want you to notice. 

Performance Determines Affordability. Following the 
fifth rule of due diligence, make sure you are gaining an understand-
ing of the seller’s asking price, determining your valuation of the com-
pany, and devising the most logical deal structure. You should craft a 
deal supported by the data and affordable based on the added reve-
nue and profit gained through the acquisition.  If your purchase isn’t 
going to pay for itself and then some, it’s not a deal you should be 
making.  Walk away.  

The Market, Not a Survey, Determines the Valuation.  
As shown in the Valuation Multiple Sources list in the Resources sec-
tion, many institutions and companies analyze deals and what multi-
ple was achieved.  Remember that they are all summary analysis so-
lutions.  The truth is that a company is only as valuable as the price 
someone is willing to pay.  You will encounter sellers who are sure 
their company is worth more than you think.  You need to use the 
diligence process to find that additional value. That is one of the core 
purposes of due diligence. You get to examine the books, review op-
erations, dig into sales and marketing, and review their results.  You 
get to think through synergies between this company and yours. You 
get to determine its value and express that through the deal price. At 
the end of all that review and analysis, you should clearly understand 
how much money this company is worth.  Your data-supported and 
company-specific valuation is more accurate than a third-party valu-
ation model could ever provide. 

On top of that, your diligence insights give you the ability to 
clearly articulate the basis for your price to the seller. Don’t shy away 
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from that opportunity. Don’t worry about hurting their feelings be-
cause you disagree with their opinion of their company’s value. Tell 
them what you’re willing to pay and the structure of that payment 
(deal terms) and why, and then be ready to walk away if the deal is no 
longer “on.”  You have other options on your target list.  

Never Be Afraid to Walk.  The final corollary of due dili-
gence is never to fear walking away from a deal. Be diligent and open-
minded, and don’t kill a good deal unnecessarily. But if the data 
shows you the deal won’t pay for itself, the company is not a good fit, 
the price isn’t justified, or no workable deal structure is possible, then 
end the process and stop the deal immediately. Pat yourself on the 
back for failing fast.  You just saved yourself some money to pursue a 
different target that might be a better deal and fit for your company.  
Walking away early is a win.   

Synergy, Repulsion, and the Simple Concept of 
“Fit” 

A key source of fear or apprehension for business owners 
looking to acquire other companies is inheriting headaches or expe-
riencing difficulties integrating the new acquisition with their own 
company.  Knowing your integration plan up-front and validating it 
through due diligence is the antidote to that fear and something we’ll 
discuss more fully in Chapter 8. 

Understand the goals you are trying to achieve (remember 
that strategic plan from Chapter 2?), make sure every target fits them, 
and then validate that fit during your inspection of the company. 

Understand the factors that result in synergy or repulsion. 
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• Synergy is when things fit together well and work better 
together.  One part energizes another. Look for ways your 
company and target can work together and energize each 
other. 

• Repulsion is when things are so different between your 
companies or when aspects of your companies are so at 
odds that they are more likely to push each other away 
than pull together.  You must look across several company 
aspects to find repulsive factors. More often than not, they 
exist in the people or work environment or ethics, the sys-
tems (or lack thereof), the processes in use, or how the tar-
get company presents itself to the outside world. 

Many people consider “culture” an essential aspect. Unfortu-
nately, it’s become a somewhat overused and overbroad term. “Cul-
ture” encompasses multiple variables and is difficult to consider ra-
tionally in an acquisition process.  It refers to the personality of the 
company and its people. It’s better to dig into those specific elements 
that comprise the culture and determine fits accordingly. Different 
aspects will have different effects depending on the industry.   

Consider synergy and repulsion in every aspect of the dili-
gence checklist.  Ask: “Is this a good fit for my current company?”  If 
not, consider, “Will it cause a problem for my company?” If it will, 
how big of a problem will it cause?  How much will that problem cost 
in terms of time and money?  If the answer to “Will it be a good fit?” 
is yes, then determine the benefits you could realize from incorporat-
ing it into your business. What or how much are those benefits worth? 
Those are your future potential measures. 
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In the end, once you have reviewed everything, do a simple 
“gut check.”  Does it feel right or not for everyone on your due dili-
gence team?  Your internal team should be an empowered bunch who 
can be respectfully dissident. They will be handling the integration. 
Get a go/no-go evaluation from them. If they feel the integration will 
go well, you have your “fit” answer.   

Your outside advisors will also have valuable opinions based 
on their independent experience. Get it. Do they think you are making 
an intelligent purchase or are about to buy a problem? Provided you 
have found a good fit in all other aspects, your job is to ensure the 
numbers and deal structure work. 

Evaluating the Financials 
Evaluating the target company’s financials is of paramount 

importance. Leverage the customized due diligence checklist you cre-
ated with your team.  Double-check the list before you send it over to 
the target company. With financials, you will check bank statements, 
financial reports such as profit and loss statements, cash flow analysis 
reports, and sales data.  You will review both paper records, reports, 
and data housed in accounting and other systems.   

Once diligence begins and target company information starts 
flowing, ensure the paper and system records agree. Look for anom-
alies or inconsistencies first.  If you find that the data they are provid-
ing is inconsistent or erroneous before you even dig deeper into what 
that information means to the business, that’s a red flag you should 
clear up immediately.  

Beware of internal transfers between supposedly unrelated 
accounts.  This may happen when the seller has more than one 
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company, and they have been transferring money back and forth.  
You may also see situations where the seller has been taking money 
out or putting money in from their personal bank account. Those 
transfers need to be explained and have a legitimate paper trail. Un-
explained transfers may indicate weaknesses or inconsistencies in the 
business that are being concealed. These transactions are terrible if 
you make a share purchase because they may expose you to liabilities 
you cannot yet understand. 

Understand cash flows and learn the company’s monthly net 
working capital (NWC) amount for the past three years, especially the 
past twelve months.  Look for patterns of spending and incomes and 
understand the predictability of it all.  More on NWC in a minute. 

Review customer accounts and accounts receivable (AR).  Is 
the target company’s income concentrated among a few large custom-
ers, or is their business distributed among multiple accounts, none 
significantly larger than the rest?  Companies with highly concen-
trated revenues among only a few large customers are risky.  Losing 
even one of those large customers risks the entire financial model. 
Also, customers are more likely to seek alternatives when a change of 
ownership occurs because of the perceived uncertainty that change 
brings. Review a current AR aging report. Are their customers paying 
promptly, or is a significant amount of their AR older than sixty or 
ninety days? Is it collectible?  

Does the target have a recurring revenue model (i.e., monthly, 
quarterly, or annual subscriptions with automatic renewals) or at 
least streams of recurring revenue (i.e., at least a few products or ser-
vices are subscriptions, payment plans, etc.)? Are those revenues 
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predictable or wildly variable (red flag), increasing or decreasing over 
the past twelve months, and why?  

If their revenue is transactional instead of recurring, under-
stand how robust their marketing and sales functions are and how 
much is spent on those functions.  Do they have solid streams of new 
customers, and how are they getting them?  Is that inflow of custom-
ers sustainable? Are their products and services designed to continue 
attracting new customers? Do they have a series of new products to 
keep customers returning? How much do they spend on R&D to cre-
ate those products, and is that expense sustainable post-deal?   

Examine their expenses and accounts payable (AP). Look for 
bills being paid on time.  Check for material swings in costs from one 
month to another and find out why expenses increased or decreased 
so dramatically. Is that something that happens regularly? If so, why? 
You want to see strong relationships with vendors or suppliers. As 
with customers, consider whether a significant amount of business is 
transacted with a few suppliers. Over-dependency on single suppliers 
is a considerable risk, especially for product companies.  

All of this must be on your due diligence checklist. If you 
started with the model checklist in this book’s Resources section and 
got input from your experienced external team members and your in-
ternal accounting members, you will have a solid review of the target 
company’s finances.  What records do you need to look at? What are 
you looking for and why?  As the leader of the acquisition process, you 
must know what every item on that list is and how to find out about 
it.  Your internal and external team members will guide the way on 
this.  Leverage them. 
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Deciphering Net Working Capital 
A concept that every acquisition involves but seems mysteri-

ous and hard to grasp, no matter how many times an accountant ex-
plains it to a layperson, is net working capital (NWC). What is NWC, 
and why is it a critical deal component? 

NWC is a financial metric representing the liquidity a busi-
ness offers for its day-to-day operations. It’s essentially the difference 
between current assets and current liabilities.  Current assets include 
cash, accounts receivable, and inventory. Current liabilities encom-
pass accounts payable, short-term debt, and other short-term obliga-
tions. A positive NWC means the company can pay its bills. A negative 
NWC indicates the company is struggling to pay its bills.   

NWC has a significant impact on the acquisition deal itself. 
First, it affects the overall valuation of the business, as a higher NWC 
often leads to a higher purchase price. Additionally, the NWC can in-
fluence how the deal is structured, including payment terms and con-
tingencies. Understanding NWC is also essential for planning any 
capital expenditures, operational changes, or potential restructuring 
that may be necessary post-acquisition. 

During the due diligence phase, correctly assessing a target’s 
NWC needs to include reviewing the following areas.  

• Your accounting team should audit financial statements 
from the last 3-5 years to understand the trend in NWC. 
Are they always paying their bills? Do they have times with 
a large cash surplus or other current assets? What is the 
trend with AR? With AP? 
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• Current assets, particularly accounts receivable and in-
ventory, should be scrutinized for collectability and obso-
lescence.  

• Current liabilities, such as accounts payable and other 
short-term obligations, should be evaluated to ensure they 
align with industry norms.  

• Reviewing off-balance-sheet items and legal obligations 
that could impact the NWC is also essential. Comparing 
the target's NWC with industry benchmarks can provide 
additional insights into its performance. 

From a deal perspective, when the discussion turns to NWC, 
expect the seller to want to keep all their AR and all the business’s 
cash.  If you let them, you’ll end up with a company that lacks liquid-
ity.  You must ensure that the deal is structured so that even after you 
close the deal, the business has enough working capital to keep run-
ning without cash infusions from you or your company or a bank line 
of credit.  None of those are viable solutions to an NWC deficit caused 
by letting the seller take critical assets with them at closing.  

As discussed in Chapter 6, if you are using seller financing, the 
seller should understand that taking all the cash and receivables sets 
you up to default on their loan. Taking all the cash and AR may leave 
you with no way to pay their note. It could kill the deal before it’s 
done. In acquisitions with bank financing, the bank will insist on hav-
ing sufficient NWC left in the company, or they won’t write a loan or 
grant a line of credit. 

NWC needs to be structured appropriately in the purchase 
agreement.  Your accounting team needs to let you and your 
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attorney(s) know the amount of current assets that must remain in 
the business post close to cover current liabilities. This includes un-
derstanding how quickly those current liabilities replenish them-
selves and what level of bills you can expect to pay (on average) over 
the coming 3-6 months. Based on this information from the account-
ing team, your attorneys need to specify a target NWC level based on 
those averages in the purchase agreement. If the actual NWC at clos-
ing is higher than the average level needed to keep the business oper-
ating, the excess gets distributed to the seller at closing. If the actual 
NWC is lower than the average, the purchase price gets adjusted so 
the buyer can use that purchase money to augment NWC and sustain 
the company.  Your attorney may have other ways to handle NWC in 
the purchase agreement, but this is one of the more common meth-
ods. 

Your attorney should draft the deal structure and the reps and 
warranties in the PA to specify that the seller accurately represented 
everything to the buyer, especially regarding NWC. You may want an 
escrow or holdback agreement in the PA so that if the NWC drops in 
the months immediately after closing, you have some protection from 
the escrow account.  The purchase price adjustment included in a 
holdback provision pays you when the business takes an unrepre-
sented or unplanned dip, resulting in insufficient NWC to pay bills. 
This helps protect against the unexpected and encourages the seller 
to ensure that the numbers accurately represent working capital re-
quirements, so distributions from a holdback are unnecessary. 

The bottom line on NWC is you need to know what it takes to 
run the business each month, including allowances for seasonality. 
The deal must be structured so the company will continue to sustain 
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itself post-close. The seller needs to understand that trying to take 
everything out is a bad idea for them and will kill the deal – OR – you 
need to know exactly how much they will have to put back into the 
business to keep it running post-close and ensure that the purchase 
price reflects that additional expenditure (i.e., don’t pay more than 
you should).  Your attorneys must ensure that the paperwork 
properly reflects these aspects of the deal. 

How Financials Inform Deal Structure 
During due diligence, the financials will whisper the deal 

structure to you.  Think back to Chapter 6.  Your due diligence review 
should suggest what deal structuring tactics to use.  While some as-
pects may be outside the financials, everything about the deal struc-
ture is financial.   

Even if you are thinking about doing a carve-out of an asset, 
you need to know the value of that asset to the business: the revenue 
it is involved in, whether it’s fully depreciated, whether it’s financed 
and for how much, how much the monthly bill is, and how much is 
still to be paid. I have seen executives bring a company nearly to its 
knees because they were ignorant of the foundational value contrib-
uted by specific assets and teams. Carve out only what you can afford 
to do without according to data collected during due diligence. 

If you are looking at assuming a liability, as discussed for 
loans in Chapter 6, you need to understand the interest rate, term, 
maturity, and monthly payment. You also must understand how well 
that liability compares to what you can get to replace it (i.e., a new 
loan, refinancing, replacement asset, etc.). Will preserving that liabil-
ity give you access to banking resources and relationships that could 
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be leveraged for future capital infusions? Is that liability secured by 
other assets that you are acquiring? You need to understand a liabil-
ity’s story before you assume it. 

If seller financing is a likely aspect of the transaction, you 
must understand the cash flow, including how much is available for 
new bills each month/quarter/year. You must understand how much 
money comes in each month, how much money goes out, and whether 
that cash flow is sufficient to support your deal structure. Beyond 
your deal structure and purchase payments, does that cash flow sup-
port the company’s ongoing growth needs?  Does it contribute addi-
tional cash to the combined company (i.e., increase your bottom 
line)?  If not, you should not acquire this company.  You are acquiring 
before you exit to grow your company by acquisition and increase 
your exit. If you add assets that will take years to produce a material 
bottom-line bump, then it’s the wrong target.  Walk away. 

As you review financials, ensure your financial team and ad-
visors confer constantly on what to review.  They should inform you 
what they find as they find it rather than providing a single report 
when they are all done. The latter is not as helpful in finding and dig-
ging into potential issues.  If you know about a problem, you can ad-
just your due diligence information request to help you understand 
it. When you are done with financial due diligence, you should: 

• Understand where the money is coming from – 
lines of business, products, customers, channels, whole-
sale versus retail, product versus services, best salespeo-
ple, most effective marketing campaigns, etc., and 
whether there are any issues with collecting that money 
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when it’s due (slow-paying customers, bad debts, prob-
lems with credit, etc.). 

• Know where the money is going – what the business 
pays the most for (e.g., independent contractors, inven-
tory, raw materials, transportation, postage, supplies, 
etc.), how much, how often, whether there are any high or 
low points in a year, what those are, etc. 

• Measure how much is left over – and where that has 
been going. Reinvested? Distributed?  

• Understand tracking systems – and evaluate how 
well they track the business and how well they will inte-
grate, blend, challenge, or improve your current systems 
and processes. 

• Inform deal structure – what deal structure makes the 
most sense for the acquisition based on your findings?  Do 
you need a holdback? Should you insist on an earnout or 
other protective device or decrease the purchase price? Do 
you want to carve out assets, assume liabilities, refinance, 
or finance other assets to pay the bill? Is a seller note af-
fordable, and at what level? Etc. 

• Enable NWC bracketing – how much NWC needs to 
be left in the company to keep it going until you have com-
pleted integration, and how does that work in the deal?  
Determine upper and lower limits and the appropriate 
monthly average for the purchase agreement. 



Acquire Before You Exit 

Book Reviewer Edition - 146 

Paperwork – Covering all the bases 
At the same time the team is cranking through due diligence, 

your legal team should be working through deal documentation. In 
Chapter 4, your team assembled a folder of deal documentation tem-
plates for each deal. Your attorneys will start by leveraging these doc-
uments. However, remember that the more creative or complex the 
deal structure, the more likely it will be that one or more specialized 
documents are needed.  Get your legal team working to knock those 
out as soon as you know them.  

With documentation, you always need to start with the end in 
mind.  What are you trying to accomplish?  How are you going to ac-
complish it? What has to happen to close the deal, to effectuate the 
transfer of assets or control of the company? What money goes 
where? Who stays, who goes?  Etc.  These factors determine what pa-
perwork must be prepared to consummate the deal properly.  

Never shortcut documents simply because you’re pursuing a 
smaller-sized deal. Make sure you are protected from the risks in-
volved in your specific transaction. Have your legal team explain what 
is needed and make intelligent decisions they agree with, noting that 
attorneys naturally tend toward over-protecting. Sellers tend to want 
simplicity and fast cash.  You don’t need to build Fort Knox in your 
documents to be adequately covered against risks, but you shouldn’t 
agree to shortcuts or unreasonable demands by the seller that leave 
you exposed.  An example?  One seller tried to pull the entire indem-
nification provision (that protects the buyers against lawsuits and is-
sues that occurred pre-closing) out of a share purchase agreement, 
insisting that no prior claims meant that was safe to do.  It’s not, 
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especially for a business that handles solvents and other hazardous 
chemicals regularly. The buyer walked away.  

Asset Versus Share Purchases and Diligence  
As we discussed in Chapter 5, the two main ways of buying a 

company are to acquire all or substantially all of its assets (an asset 
purchase) or to buy the whole kit and kaboodle by buying all of its 
stock (corporations), membership units (LLCs), or partnership 
shares (a share purchase).  As you work through due diligence and 
move toward completing the deal, you must remember the purchase 
method's impact on the diligence process. 

In an asset purchase, the buyer acquires specific assets and 
liabilities of the business.  This allows the buyer to pick and choose 
which assets to acquire and which liabilities to assume. Your team 
must capture that asset list and inspect the assets to be purchased. 
They must also evaluate any liabilities you may assume to ensure they 
fit the deal calculus. Transferring individual assets can be complex 
and may require third-party consent (e.g., when equipment is secu-
rity for a loan). Be sure they ask those questions and get any contracts 
or agreements about assets being acquired for the legal team to re-
view. Additionally, an asset purchase does not transfer the legal entity 
itself, so any contracts, licenses, or permits the business holds may 
need to be renegotiated or reapplied for. Ensure your due diligence 
adequately covers these requirements specific to an asset purchase. 

In a share purchase, the buyer acquires ownership of the 
company by purchasing its shares, effectively taking over the entire 
business, including all its assets and liabilities. The administrative 
burden of this type of acquisition is generally more straightforward 
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as the legal entity remains intact, and there is no need to transfer in-
dividual assets or renegotiate contracts. However, a share purchase 
also means inheriting all existing liabilities, some of which are not 
fully known at the time of the acquisition, regardless of due diligence. 
Tax implications in a share purchase can also differ and may be less 
advantageous to the buyer than an asset purchase. As your team is 
conducting diligence on a share purchase, they should remember to 
ask about everything, especially any history of claims or lawsuits.  The 
team should try to defeat potential surprises for a share purchase. 
Your legal team must also ensure the purchase agreement is written 
to help protect you against future claims for past problems. We’ll dis-
cuss that next. 

Purchase Agreements – The Basics You Need to Know 
An average purchase agreement (PA) for an SMB ranges from 

20-35 pages for smaller or more straightforward deals and can exceed 
70-80 pages, depending upon the complexity of the business, the in-
dustry it's in, or the transaction details. For most SMB PAs, the aver-
age will be in the 30-50 page range, NOT including the attached 
schedules with specific information related to the details inside of the 
PA.  

Just like the deals they represent, no two PAs are alike. A tem-
plate document has NOT been included in this book. Instead, when 
selecting your deal attorney, have them send you a couple of sample 
agreements (one asset, one share) to review so you can understand 
their style and see how they assemble one of these documents.  If you 
get a lengthy, incomprehensible document, or if it looks sloppy (mis-
spellings, inconsistent headers or paragraph markings, poor 
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organization, etc.), interview a different deal attorney.  I’m unsure 
how a client can trust an attorney unconcerned with understandabil-
ity and professionalism.  

Unless you have been involved in an M&A deal previously and 
had an attorney walk you through the PA’s provisions, you likely will 
not want to spend a few hours reading and attempting to understand 
one. To help you understand the document, how it is structured, what 
specific terms mean, and how and why they are used, here is a quick 
rundown of what to expect in a PA.  Note that this is not a compre-
hensive description, just an overview, and the contents of your PA 
may differ, often based on the experience and preferences of your deal 
attorney and the specific requirements of your industry.    

Preamble. The opening language of a PA specifies the name 
of the agreement and its parties, being the buyer and the seller, and, 
in the case of a share purchase agreement, the name of the company 
whose shares are being acquired. Note that for share purchase agree-
ments, the seller is NOT the company being acquired. It is the share-
holders, and there can be several of them. For each party that is an 
entity (e.g., corporation, limited liability company, partnership, etc.) 
rather than an individual, the PA should specify the primary business 
address and the state in which it was formed.  

Background.  Also archaically known as or drafted as “Re-
citals” and couched in words like “whereas” and “wherefore,” this sec-
tion is better handled as a paragraph or a short set of paragraphs that 
spell out who each party is, that they both want to do the deal, and 
why. It doesn’t need to be lengthy or super detailed. However, it 
should provide enough background information for a disinterested 
third party (e.g., a judge) to understand the general nature of the deal.  
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Definitions.  Generally used to help collect the unique defi-
nitions used in the agreement, this section sometimes becomes a 
multi-page glossary of definitions used in the document. For shorter 
agreements, this is unnecessary.  Long lists of definitions may also be 
challenging for an attorney to keep aligned with the terms used in the 
document, especially if it goes through multiple reviews. Ensure the 
list mainly covers the definitions that are truly impactful to the agree-
ment. 

Deal Terms.  The first substantive sections of the PA should 
spell out the deal terms.  This is where the contract spells out whether 
the buyer is buying assets or shares, how and how much they are pay-
ing for them, etc. NWC provisions that specify the acceptable level at 
closing (and the adjustments to be made if it is not) should also be 
included here. This section should document the deal structure in 
sufficient detail and in terms you (and the seller) understand.  If an-
ything doesn’t make sense or is worded such that even your most es-
teemed college professor would go cross-eyed reading it, make the at-
torneys reword or restructure the section so that it is easy for you and 
the seller to understand without getting a legal translator.  You will 
have either an asset listing or an exclusion list for asset purchase 
agreements.  For a stock purchase agreement, you may have some ex-
clusions or carve-outs for assets being distributed or removed from 
the business before closing that you are agreeing to. 

Representations and Warranties. Each party to a trans-
action needs to provide assurances to the other about their part in the 
deal.  Those representations may be as simple as the seller stating 
they have the legal right to sell the assets or shares you buy. They 
could be as complex as explaining their actions to mitigate a 
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regulatory compliance situation discussed during due diligence and 
that they need to assume ongoing responsibility to resolve. Work with 
your attorney to understand what representations and warranties 
should be included in the document template and what should be 
changed or added for each deal.  Many of the representations and 
warranties will stay the same from one PA to the next, but some will 
be specific to the deal structure, the parties, and any particular cir-
cumstances involved in that deal. 

Covenants.  Covenants are specific promises related to the 
deal.  This could be about keeping the agreement's existence or terms 
strictly confidential until it closes. It could be an agreement about 
how key executives will be handled in the deal.  They are often related 
to taxes (although tax provisions may be handled in an entirely sepa-
rate section, especially if they are complex) or the handling of regula-
tory filings or licenses. Remember that this is the section where agree-
ments between the buyer and the seller to work together on unique 
aspects of the deal are found. Make sure they are understandable and 
appropriate to the agreement. 

Indemnification. Entire books could be written about this 
part of the agreement (and have been), but we’ll try to keep it as sim-
ple as possible here. This is your contractual insurance policy section. 
Although it acts like an insurance policy, it is not between the parties 
and an insurance company but strictly between the parties involved 
in the transaction. It is one of the more critical aspects of how a PA 
protects both parties to the agreement should something go wrong, 
usually involving someone who is not a party. This section is going to 
be hard to understand as the language provides for different labels 
(indemnitors, indemnitees, third-parties, successors, assigns, etc.) 
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that might apply equally to you, the seller, or someone else (such as a 
director, agent, or heir of one of the parties, among other possibili-
ties). Do your best to know what kinds of situations your purchase 
agreement provides for, likely by having your attorney walk you 
through it and translate the often obtuse legal language necessary for 
this particular clause. Realize that contract language is often open to 
interpretation, no matter how carefully drafted. For the attorneys 
reading this book, the following explanations are purposefully over-
simplified. 

• The first thing to understand is who’s who?   

o “Indemnitors” are the people who provide the pro-
tection, like insurers.  

o “Indemnitees” are those who are owed the protec-
tion, like insureds.  

o “First parties” are the parties to the purchase 
agreement itself.  This could be you and the seller-
owner. It could include the shareholders that sold 
you their shares in the acquired company.  

o “Third parties” are people (which can include 
other companies, regulators, or individuals) who 
are NOT directly involved in the agreement or di-
rectly related to a party to the contract (i.e., you or 
the seller).   

• Next is understanding whether the clause covers first- or 
third-party liability or both.  Most purchase agreements 
are concerned primarily with third-party claims as first-
party claims are usually directly related to the contract 
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and some breach thereof (e.g., the offending party said 
something that wasn’t true or did something they weren’t 
supposed to under the agreement).  However, they may 
also provide instructions for claims that arise between 
buyer and seller that may or may not be covered elsewhere 
in the purchase agreement.   

• Purchase agreements also usually include language that 
limits what will get paid if a claim is made against an in-
demnitee.  

o A “basket” or “threshold” is kind of like a “deduct-
ible” on your auto insurance policy that must be 
paid before the insurance company has to pay for 
anything. Similarly, in a PA, the claims that trigger 
indemnification (protection) must add up to that 
threshold amount before any indemnification pay-
ment is required. 

o There may also be a monetary limit on indemnifi-
cation – a “cap” – that specifies the most an in-
demnitor has to pay, no matter how many claims 
are raised. This is similar to an insurance policy’s 
“policy limits.” Most agreements at the SMB level 
provide that the total purchase price is the most a 
seller will ever have to pay.  

o You will sometimes see indemnification limited to 
a lower amount for less critical aspects of the 
agreement and higher limits for more fundamen-
tal elements of a deal (such as the right to sell). 
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o Indemnification may also be time-limited, often 
aligning with a statute of limitations that controls 
when a third party can make a claim. 

• The last part of an indemnification clause will usually 
specify a process to follow if an indemnifiable claim is 
made.  Generally, some notice of a claim being lodged that 
results in a duty for one party to indemnify the other is 
required. You may also have provisions about who 
chooses the attorney or what kind of attorney is accepta-
ble. You may have insurance clauses that require indem-
nity to be taken from any applicable insurance policies 
first. You may also have limitations on who can settle a 
claim. 

Special Terms and Conditions. Different industries may 
require the agreements to have specialized clauses.  For example, 
some agreements have long sections on government contracts.  Oth-
ers might cover environmental concerns.  In limited license indus-
tries, an entire section (and potentially ancillary agreements) may de-
scribe how the business will be handled while regulators approve the 
sale or transfer of the company or its licenses. Ensure that your attor-
ney covers all the angles in the PA so that nothing (or at least very 
little) is left to chance. If you are in a regulated license industry, en-
sure your deal attorney is either directly experienced in handling li-
cense issues for your industry or associates with an industry-experi-
enced attorney who can ensure those terms and conditions and ancil-
lary agreements are appropriately crafted. 

Bottom Line.  The explanation above should help you un-
derstand what’s in a PA.  But, especially when you are getting a 
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template put together to use for your deals, have your deal attorney 
walk you through the entire PA so that you know what it says, you 
understand your rights and obligations, and you can complete deals 
knowing that all appropriate risks are covered. 

Contracts, Licenses, and Other Agreements 
If you are purchasing assets, make sure your legal team re-

views all the contracts the seller company has in place to ensure you 
can assume them, or they can be assigned to your company.  You may 
need contract amendments or assignment agreements to assume or 
have those agreements transferred to your company.  Note that you 
usually do not have to do this with a share purchase.  With a share 
purchase, you buy the entire company, including all its obligations, 
outstanding contracts, licenses, etc. 

Look into the regulations around any licenses that you are ac-
quiring or want to acquire. If there are restrictions on transferring 
those licenses (e.g., in the aviation or cannabis or (often) construction 
industries or many professional services companies), you may be 
forced into a share purchase if you want them.   

If you will be assuming building leases as part of your deal, 
make sure your legal team looks at the premises leases for the build-
ings or other facilities the target company uses.  If there are re-
strictions on transferring or assigning the lease, then you have only 
two choices: (1) Persuade the landlord to agree to it anyway, possibly 
through a new lease, or (2) Look for another building or facility to 
move into before closing. The latter option may result in forfeited rent 
or security or additional lease payments the seller will still owe after 
you move out.  It also involves additional time and costs to secure a 
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new facility and may disrupt the business.  Be mindful of restrictive 
leases. If you must find new facilities, ensure the deal structure and 
price reflect that. 

Another tricky aspect of dealing with contracts and licenses 
with an asset purchase is the concept of “change of control.”  A change 
of control is when more than 50% of the ownership or management 
control over the company gets transferred to someone new (regard-
less of whether that “someone new” is a new entity, a new individual, 
or some other creation, such as a joint venture). Some contracts re-
quire the agreement to terminate (end) if there is a change of control.  
If there are contracts with restrictions or special procedures related 
to a “change of control” or a sale of all or most of the company's assets, 
you will need to see if those issues can be overcome or if they kill the 
deal.  Before they kill the deal, get the seller’s help to overcome objec-
tions.  They want to sell, so they will help. Usually, you just need to 
ask. 

Handling Human Resources (HR) 
One of the most delicate aspects of any deal is people. I’ve 

been an employee and executive at companies both acquired and 
sold.  I’ve also been an advisor and attorney for both buyers and 
sellers. Discussions about handling employees and contractors to en-
sure they stay (or go!) are aptly described as a “ballet.”  If you do not 
have an HR pro on your team, getting the assistance of a professional 
human resources consultant is a wise expenditure. Here are a few key 
aspects of handling human resources that you should know. 

Announcing the Deal.  Generally speaking, you and the 
seller both want only certain people to know about the deal. It could 
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fall through, and then what? If everyone knew about it, having it fall 
through would send shock waves through the company and could 
cause problems (such as an employee exodus) that often result in law-
suits. Announcements to most employees usually take place right af-
ter closing, with some exceptions. 

Key Employees or Managers/Leaders.  Although you’ll 
probably not retain the target company's owners (except as part of a 
transition agreement, which we’ll discuss in a moment), you will most 
likely want to retain the key personnel that keep the company run-
ning. To do that, you will want to put together retention agreements 
that assure those employees will be appropriately taken care of and 
provide them with incentives to stay. You might want to lock them 
into a contract for a certain period.  You might want to offer them a 
retention bonus that can either be cash- or equity-based.  However 
you do it, consider how to retain key talent and ensure it is fully doc-
umented and ready for signatures at closing. 

Offers of Employment.  For asset deals, you will rehire all 
the acquired company employees immediately after closing.  That 
means that for every seller company employee, you need employment 
offers for them to sign to keep their jobs.  You will also want to make 
sure that your announcement puts a big, rosy ribbon on the deal that 
makes every desirable employee anxious to sign those offer letters.  
Generally speaking, everyone will.  But for how long?  Before they race 
for the exits, you need time to evaluate, separate, and decide how to 
handle them appropriately. You may need to move people around. 
You may need to understand team dynamics and interpersonal con-
nections, not just simple productivity, quality, or effectiveness met-
rics.  This takes the first few months of integration to do correctly. 
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Once accomplished, you may need to adjust people’s titles, the overall 
organizational structure, management assignments, or compensa-
tion to properly align everything within the combined company.  

We’ll cover this aspect in our discussion about integration in 
Chapter 8. Right now, realize that to rehire everyone immediately af-
ter closing for an asset purchase, you must understand everyone’s ti-
tles, roles, salary, and more to assemble employment offers correctly. 
While you can modify their employment terms to match your compa-
ny's programs, titles, and compensation structures, don’t make any 
radical shifts until you can perform proper assessments during the 
integration process. 

Independent Contractors. Some companies have some of 
their most essential resources on contract rather than payroll.  Re-
gardless of whether this is an asset or a share purchase, you need to 
scrutinize those contracts.  First, be sure that the contractors are con-
tractors and not employees.  While a company may get away with 
keeping someone technically an employee as a contractor, changes in 
ownership sometimes trigger audits of matters like this by regulators. 
If they determine the person is and should always have been an em-
ployee, you have a problem that hopefully your indemnification 
clause covers. When you review the contracts, you must also ensure 
they are assignable. If they are, then you will need to get assignments 
put together. If it is an essential contractor, be prepared for the con-
tractor to request something extra to stay on, especially if the agree-
ment is expiring soon or may be subject to periodic rate increases that 
your acquisition of the seller-company affects. Remember, a share 
purchase agreement vitiates this need because you buy the whole 
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company, including all existing contracts, unless there is a change of 
control provision in the agreement, as discussed above.   

Transition Agreements.  You may need the current owners 
to stick around for some time to complete a proper transition.  Be 
prepared to set up a consulting or other agreement with the current 
owners to get their assistance for a limited time to get their help with 
the business transition. Usually, a seller can persuaded to do this for 
up to 90 days for free.  If you need more time than that, be prepared 
to pay them for that additional time.   

Note that a consulting agreement may be a creative finance 
method as well.  It may also be a tactic that makes an earnout more 
palatable because the seller will continue to have some control over 
the company and its results. Instead of paying the purchase price all 
up front, you have the seller sign a consulting agreement that pro-
vides you access to them for some time (usually no more than two 
years) for a fixed monthly rate.  The value of that contract can be con-
sidered part of the purchase price in many cases, which is then a good 
deal for the seller because not only is the income considered part of 
the purchase price and subject, therefore, to lower capital gains tax 
rates, but also they can write off expenses against that consulting in-
come and effectively pay no taxes for that portion of the purchase 
price. 

Be sure to read through handling people as part of integration 
in Chapter 8, where we’ll discuss some of these concepts again and in 
the context of assembling the two companies into one post-closing. 
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Managing Special Circumstances 
Remember that certain circumstances will require special 

handling that can make closing and post-closing a bit more challeng-
ing.  Here are some examples to illustrate.  

Cross-Border Deals. Suppose you are purchasing a busi-
ness in a different country. In that case, there are a whole host of ad-
ditional documents, filings, and considerations that you may have to 
handle in addition to the standard documentation you need in your 
country.  It’s also likely that you will have additional lawyers and ac-
countants involved from the other country. Some countries dictate a 
specific chart of accounts for all companies in their country that may 
not easily translate to the chart of accounts you use at your company. 
Industries with limited licenses or strict regulatory rules may involve 
more complexity. All the professionals must communicate and coor-
dinate to ensure that everything has been adequately prepared and 
that all documentation and filings are done as required. 

Special License Situations. As mentioned earlier, but 
worth reiterating, if your industry has tight licensing requirements, 
you may also have some special documentation and processes that 
you need to follow.  In some sectors, licenses are tied to companies 
and cannot be transferred, meaning a share purchase is mandatory if 
you are trying to buy those licenses.  That may also mean you have to 
go through an extended regulatory approval process for your acquisi-
tion to be approved by regulators.  The documentation and process 
all need to be adjusted for these particular circumstances. 

Simultaneous Closes. What if you didn’t buy the whole 
company? What if, as part of getting your funds together for the 
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purchase, you made a side deal to sell off a particular asset (for exam-
ple, you agreed to sell real estate and lease it back) and you have sim-
ultaneous closings, i.e., the purchase of the business and the resale of 
the real estate happen at the same closing table.  All of that documen-
tation has to be prepared and ready at closing. 

Other situations. Every unique situation can be handled. If 
you have a sharp deal attorney, CPA, and tax advisor, then you have 
to work closely with them to ensure all the processes and paperwork 
needed at closing are done. You don’t want to deal with a missing doc-
ument or a botched procedure at closing. Be prepared. 

Last but not least, especially when there are special circum-
stances, avoid shortcuts because they will cost you more in the long 
run.  Get proper agreements for everything that needs to be covered 
in the transition from the seller to you. 

Escrow / Closing Process – Putting Everything 
Together 

Having a single, impartial party review documents, handle 
money transfers, ensure critical aspects of the deal are adequately re-
viewed and certified, and generally assemble a closing package that 
both parties are comfortable executing is invaluable. If you have real 
estate included in the deal, this is obvious.  You need the closing pro-
cess common to real estate transactions, including title insurance. 
People don’t always realize the need for an escrow agent or an impar-
tial closing attorney for M&A transactions, but they are invaluable.  

Something to keep in mind as you get to the closing table is 
that timing is critical to the process.  You may need to push the date 
if everything is not ready for closing. You may be looking at two ways 
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of handling closing that affect how the closing and escrow processes 
are conducted: 

• Sign and Close – This is where you sign the agreement, 
pay the money, and everything transfers right at the clos-
ing table.  Similar to a real estate transaction, when you 
sign the docs, everything (including financing) has been 
put together before you get to the closing table, and one 
party pays money, signs documents, and then receives the 
keys from the escrow agent (that have already been put 
into escrow by the seller). Everything changes hands at 
closing. This is a common approach for SMBs because of 
its familiarity. 

• Sign then Close – This is used for more complex, often 
higher priced deals in which all documents and other ele-
ments are completed and signed before closing.  That in-
cludes signing the purchase agreements and putting 
money into an escrow account pending the closing pro-
cess.  When you get to the closing date, some supple-
mental documents get signed, either indicating nothing 
has changed or documenting what has changed and ad-
justing the deal as necessary.  The closing becomes a rec-
onciliation and exchange. 

With either approach, the documents needed to close the deal 
are assembled during due diligence.  With a “sign then close” ap-
proach, those documents are executed while everything is reviewed 
and prepared.  Sign then close requires the PAs to include termina-
tion clauses that allow you or the seller to back out of the deal before 
final closing.  Those terms will also specify how and why the 
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agreement can be terminated before closing.  Closing attorneys or es-
crow agents help ensure either process is executed correctly, all doc-
uments are appropriately crafted, and everything changes hands 
when it should.  

Although they are good to have even for smaller deals, the 
more complex the deal, the more valuable using closing attorneys or 
escrow processes will be.  They provide neutral, professional over-
sight and finality for both sides and a final layer of assurance as the 
money and possession change hands, the same as in a real estate deal.  

After the Close 
Contrary to popular belief, closing is not the end of a deal. In 

almost every deal, certain aspects linger past the closing. Generally 
not complicated and always encapsulated in the deal documentation, 
some of the post-closing processes that you should keep in mind as 
you work through your acquisitions include the following:  

Regulatory Filings.  Ensure that all regulatory filings get 
filed and that you adhere to the regulatory requirements.  This in-
cludes changing tax registrations, filing for business licenses, foreign 
entity registrations as necessary, and more.  For each deal you work 
on, make sure that your legal team is preparing a list of the regulatory 
filings that will be required post-deal, including timeframes in which 
those filings are due. Missed filings result in fines and penalties.  Save 
your money for the next acquisition.  Complete all necessary regula-
tory filings promptly.  

Accounting Adjustments.  Most deals require accounting 
or net working capital true-ups just after closing to account for trans-
actions or expenses that cross over or straddle the closing date. 
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Ensure the paperwork has been prepared to handle these eventuali-
ties and that you have a timeframe and a plan for dealing with them 
post-close. 

Handling Holdbacks. Holdbacks are held in escrow for 
some of the adjustments above or future payments required upon 
achieving some particular deal aspect (e.g., obtaining regulatory ap-
proval of a limited license). In these cases, an escrow agent or attor-
ney ensures the achievements and payouts are correctly tracked, doc-
umented, and paid promptly. You will likely be required to provide 
some notification or report that controls the release of these funds. 

Rollover Equity. If you used your equity as currency to fund 
the purchase, you must deliver that equity immediately following 
closing. This includes ensuring all agreements for it are (or have al-
ready been) executed and all share certificates (whether physical or 
virtual) are validly issued and delivered. 

Earnouts.  When some of the payment of the purchase price 
is based on the acquired company performing to a specific set of 
standards post-closing, you’ll need to make sure that the earnout 
milestones are appropriately tracked and that money is paid to the 
seller upon the achievement of those milestones per the purchase 
agreement. 

Again, all of these post-closing aspects of the deal will be con-
tained in the deal documentation.  Your deal team must review each 
documentation set, assemble a checklist, and plan to ensure all the 
post-closing aspects are handled promptly. You will avoid issues if 
you do that as a normal part of the deal process.  
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Summary 
At this point, you have a closed deal and are poised to handle 

any post-closing deal aspects. Your confidence level should be high. 
Having read this chapter, you are ahead of 70% or more of the other 
business owners who have never been through an acquisition and, 
therefore, know little about them. Even if you only use this infor-
mation for the sale of your own company, you’re more prepared than 
most to handle that process successfully. 

But that’s not why you’re reading this book.  You’re reading 
this book to grow through acquisition and score a big win on your exit. 
Next step? Integrate the company you just bought.  Let’s talk about 
how you do that successfully and defy the naysayers so worried about 
that part of the acquisition process that they stay on the sidelines in-
stead of going for the big win. 
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CHAPTER 8 – INTEGRATION: 
Effectively Blending Strengths  

Recall the junk drawer analogy from Chapter 1. If, after you’ve 
completed an acquisition, you have an even bigger mess with more 
stuff and people from another company all crammed into your cur-
rent company, then you’ve failed the acquisitions success test. An ac-
quisition that produces no benefit or causes greater chaos is not suc-
cessful.  

Many business owners fear this result and shy away from ac-
quisition-fueled growth because of that fear. But integration doesn’t 
have to be scary. If you start thinking about and preparing your inte-
gration plans before completing the deal, you should have a smooth 
integration experience. Additionally, if you are considering integra-
tion during the deal process, you are more likely to buy good-fitting 
companies.  

Integration is not and should not be made complex. In this 
chapter, we’ll talk about how to think about and prepare for the inte-
gration process during due diligence, such that when you do the inte-
gration, it becomes just another part of the process. Additionally, the 
thought process and preparation method we’ll discuss in this chapter 
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will become routine after just the first time through. Once that pro-
cess is routine, you will never fret over or fear another integration. 
Instead, you’ll be anxious and impatient for the success and dramatic 
growth on the other side. 

Planning & Preparation 
 In Chapter 4, I introduced you to the concept of the Seven Ps. 

Planning and preparation for due diligence and integration directly 
lead to an acquired company's successful integration. Your prepara-
tion work and action plan must include the discovery necessary for 
rapid and orderly integration. As your team reviews the initial screen-
ing questionnaire and due diligence checklist and customizes it for 
your acquisitions process, they need to include this chapter’s integra-
tion considerations. With questions and discovery tasks that antici-
pate integration and not just acquisition, your team will be better pre-
pared and able to handle the integration than they would otherwise. 

As previously discussed, each target company is different, 
even if they are essentially the same type and size of company. Details 
matter. As you prepare for target outreach, your team should adjust 
the initial outreach questionnaire to ensure it probes possible inte-
gration factors. Eliminating a company from consideration early for 
insurmountable integration issues saves you and your team consid-
erable time and frustration. Proper screening also prevents “deal 
heat,” which is where you can’t give up on a bad deal (“We’ve come so 
far – we can’t give up now!”). Remember: Deal heat equals regret. 

The screening process should produce clear LOIs and set the 
stage for successful due diligence. It should drive further refinement 
of the due diligence checklist, ensuring it accurately directs your team 
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to the information and discovery needed to confirm deal parameters 
and integration plans. Although it will be impossible to learn every-
thing (something always gets missed), the preparation and planning 
that go into due diligence should ensure that nothing significant gets 
past your team. When properly prepared and executed, the “gotchas” 
that get past you and your team in due diligence will be minimal and 
easily overcome. You will get the information you need to move 
quickly and surely through integration.  

Throughout this process, it’s essential to trust your team. You 
put this specific group of individuals together for a reason. They are 
the ones you have entrusted not only with helping to acquire quality 
additive companies but also with integrating those companies once 
the acquisition is complete. If you have adequately prepared them for 
the full extent of their participation, then you must trust them to get 
the job done right.  

Finally, a target company’s “integration readiness” must be a 
“go/no-go” criterion on your acquisition checklist. If the target com-
pany will result in a challenging, costly, or time-consuming integra-
tion process, it’s a “no-go.” Walk away. Remember, the goal is to ac-
quire and build for your exit. If you are taking on a lengthy and com-
plicated integration, it’s the wrong target. Move on to a better fit. 

Stuff 
Especially for an asset purchase, identifying and understand-

ing the target company’s “stuff” is crucial to deal structure, documen-
tation, and integration. “Stuff” means all the valuable tangible and 
intangible assets the target company possesses, including equipment, 
products and services, brands, customers or clients, and more. 
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During due diligence, your team must assess the target company’s 
stuff to determine its integration path post-closing.  

Products and Services  
Start with what the other company offers to its customers or 

clients. What do they sell? Do those offerings overlap with yours? Do 
they complement or supplement your offerings? How? Is the overlap 
a good fit, or have your products been competitive and for good rea-
son? If the products or services don’t fit, think about how it doesn’t 
fit, whether they can be made to fit without a lot of extra effort, and if 
not, if there might be some other company that might be interested 
in acquiring that product or service from you either at or after closing. 

Also consider the other company’s products and services from 
a branding and market position perspective. Are their products or 
their brand stronger or more highly recognized than yours? Do they 
target a different demographic than yours? If so, is that demographic 
additive or overlapping?  

Investigating the other company’s offerings across multiple 
aspects is essential.   I was involved in one integration where the tar-
get company was acquired to eliminate a competitor product from the 
market. The goal was customer absorption. Unfortunately,  many of 
those customers chose the competitor’s product because they didn’t 
like the acquirer’s product. They liked the target company’s features 
and functionality better. Many of those customers left for a different 
product within a year despite the acquirer’s best efforts to build the 
target company’s features into their product. While the acquisition 
was not a failure, this customer exodus reduced its value significantly. 
Be careful that this type of underlying arrogance, believing that 



Acquire Before You Exit 

Book Reviewer Edition - 171 

customers will naturally see the superiority of your product with the 
other company’s features added to it, doesn’t lead to poor acquisition 
choices. 

Equipment 
Different industries use different types of equipment to de-

liver their products and services. This ranges from laptops to heavy 
manufacturing equipment so tightly fit into a building that it becomes 
a fixture. You and your team should know what equipment requires 
inspection and assessment.  

Think about what they have that you don’t have and vice 
versa. Assess what to keep and what to jettison. What’s being used 
now? For what purpose? One of the products or services you don’t 
want or need? If something needs to go, determine how quickly it can 
go. For equipment you don’t need and want to eliminate, will some-
one else buy it at or after closing? If there are equipment gaps where 
something necessary is missing, how will you bridge the gap, and how 
long will that take? How much will it cost? Consider equipment in 
terms of facility use as well, especially larger or heavy manufacturing 
or specialty equipment. Can that equipment even be relocated?   

Assess vehicles, trailers, and other mobile equipment. Are 
they in good condition? Do you need them? All of them? What is the 
cost of keeping them? Is there a benefit to getting rid of them? Are 
they owned or leased, and is this an asset or a share purchase? For an 
asset purchase, what are the costs of transferring the vehicles? Are 
there any re-titling or contractual transfer costs?  Be conscious of the 
measurable utility of the assets, whether they are complementary to 
your assets and operations. Post-integration, how many are required? 



Acquire Before You Exit 

Book Reviewer Edition - 172 

Sometimes, acquired companies have better stuff. Plan how you 
might retire some of your fleet and reduce costs. As you work through 
diligence, inspecting and assessing vehicles and other rolling stock, 
understand how it fits, how the integration will occur, and how long 
it will take. If, after diligence, you have a fleet integration plan with 
“keep” and “dispose” designations not only for the target fleet but also 
your own, then you probably have a good plan.   

Don’t worry too much about small stuff. With smaller assets, 
you need to think more about systems and processes and how those 
smaller assets are used. Accounting for smaller assets is important 
(you want to ensure they are being tracked and properly depreciated) 
but not nearly as impactful as assessing and planning for more signif-
icant assets. Don’t worry too much because, with few exceptions, from 
an integration perspective, they work themselves out quickly and 
without much impact on the business. 

Remember that you need to know what assets are part of the 
purchase for an asset acquisition. As your team works through the 
equipment the other company owns, be sure they are cataloging them 
and making the determinations discussed above. Figuring out what 
you want and don’t want is part of putting together the inventory for 
the asset purchase agreement. Keep in mind that it may be easier to 
specify what is not being acquired (e.g., “All desktop and laptop com-
puters EXCEPT [list specific ones that are not being acquired].”).  

If you are doing a share purchase, remember that everything 
comes over. Your plan will be more about what happens after every-
thing is yours and less about what you want and don’t. The exception 
to this might be larger equipment that might be sold at or after closing 
to help pay for the deal. As with an asset purchase where you acquire 



Acquire Before You Exit 

Book Reviewer Edition - 173 

and immediately sell, with a share purchase, you will own it after you 
buy the other company, so you can shed or sell off assets to create the 
most positive impact on your numbers. 

Customers and Clients 
Chapter 7 discussed assessing customers and clients from a 

financial review perspective. Here, we want to consider other factors, 
such as the “We didn’t buy from you because we didn’t like your prod-
uct” issue I mentioned above. Your team must assess the customer 
list for the obvious factors and the not-so-obvious aspects of main-
taining or preserving customer relationships post-closing. 

Consider whether you and the other company share custom-
ers or if they’re all different. Assessing products, services, and brands 
becomes more critical if the customers are the same. You need to un-
derstand if you want or need those additional customers if you have 
different customers. Do their customers need what you offer or just 
what they offer, and how are you handling those products? How hard 
will it be to keep the customers or get them to purchase the additional, 
supplemental, or complementary products or services you offer? Do 
they naturally need them, or are there insurmountable differences 
that require a more complex integration approach?  

Also important but often overlooked is how the target com-
pany communicates with its customers. How do they service or sup-
port their customers? How does that differ from what you do? The 
customer service or support approach may be the differentiator that 
made the customer choose the other company. Can you incorporate 
or leverage their methods, systems, and approaches, or are they too 
different? Does using their communications methods present a future 
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model for your company, or do they represent a management chal-
lenge? Whose methods are better and why?   

Customers or clients can be a fickle bunch. Don’t shortcut the 
analysis of what they want or need, what made them choose the target 
company’s products or services, how that fits or impacts your busi-
ness, and whether the differences present an opportunity or a chal-
lenge that will distract from the more significant goal. Determine 
what must be done to communicate with those customers, transition 
them, or entice them into acquiring more products or services and 
being happy, referenceable customers or clients. Are the target com-
pany’s products attractive to your existing customers?  Will cross-
selling the acquired products increase revenues simply by selling 
them to existing customers? Ensure your team considers what it will 
take to preserve the short- and long-term client base. What are the 
next steps? You may need different plans by customer group. It may 
depend on what they use or purchase, whether they are one-time, 
short-term, or long-term customers. 

Other Stuff   
Delivering products and services to customers and clients of-

ten requires something unique. Use the examples above to evaluate 
this other stuff to ensure your team is planning for integration of the 
other stuff you may not have considered until after diligence began.  
Again, trust your team. They will have good ideas about what might 
work and what will not, even if you have to make the final decisions. 
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Systems and Processes 
Combining disparate data sources is another critical and chal-

lenging aspect of integration. Even now, some industries or busi-
nesses still have clunky old systems. Others have highly industry-spe-
cific systems that are hard to replace. Integration of data systems also 
suffers from problems with data being stored differently, including 
naming conventions that require adjustment before one dataset can 
be harmonized with another. Ways in which similar functions are de-
scribed differently between one company and another cause prob-
lems not only in systems but also in personnel training and manage-
ment processes. Computers and software are business friends, but 
they can also be seriously problematic, often due to the decisions and 
whims of their human masters. 

Review systems and processes during due diligence and de-
termine what is used to do what. Look at the data and assess its clean-
liness and quality. Determine the usefulness of the systems, pro-
cesses, and tools used to acquire and process that data. Compare how 
the other company performs certain functions versus how you do it 
currently. Decide or at least develop a plan for how the two ways of 
doing things will become one. 

If the other company uses the same software and has a similar 
implementation of that software, it makes everything a lot easier. 
Contact the software vendor to find out what it takes (money and 
time) to migrate or combine data from two instances of their solution 
into one and factor that into your integration costs. Plan to start 
merging the two systems as soon as practical following closing. 
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If they have different software, then you will be making one of 
a few possible choices: 

1. Best Solution Wins. Most often, one system will be 
shut down, and all will use the remaining system. Acquir-
ing companies often declare their system the victor with-
out adequately assessing the target company’s system. 
Don’t make that mistake. The challenge is determining 
which system is best suited for the consolidated company. 
If your team is unfamiliar with the software the other com-
pany uses, they need to get a complete walkthrough as 
part of due diligence to determine how they want to pro-
ceed post-closing. Don’t wait for closing. Keep an open 
mind and see if the other company’s system is better: 
more capable, flexible, or easier to use. If one system is 
clearly the winner, go with it. It’s okay if that’s the target 
company’s system. It means you just bought an upgrade. 
If you can’t determine a clear winner, choose one of the 
following two approaches instead. 

2. Neither Solution Wins.  Sometimes, neither com-
pany’s system adequately addresses a particular need, 
which may become more extensive and complex in a con-
solidated company. In that case, find a new product that 
is more capable than either of your systems and plan to 
migrate the entire company onto a new platform. For this 
choice, think big picture: you are on an acquisition growth 
path, and whatever the new system is, it needs to accom-
modate all the planned acquisitions that need to use that 
solution. If you go with a whole new system, don’t skimp 
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on the professional services to complete this. From many 
years of managing software services teams, I can tell you 
that no matter how easy the vendor says it will be, it won’t 
be. You will get tripped up and need those consultants to 
figure things out.  They will help ensure your future sys-
tem is configured to accommodate all your planned 
growth. If a new system is the solution, get quotes and 
budget for the new software and implementation cost. Al-
ternately, think about possibility number three, which 
could allow you some time to integrate partially, raise ad-
ditional capital for software and related services, and then 
implement later when you have even more inputs to the 
plan. 

3. Temporarily Run Parallel.   You may need more time 
or help determining which solution is better. The target 
company may have a system that cannot easily be replaced 
due to unique integrations, control mechanisms, or cus-
tom code implementations. If a victor cannot be deter-
mined, plan for the systems to run parallel while you eval-
uate and determine a solution. Timebox the evaluation. 
Don’t allow multiple systems to be used for a single func-
tion for an extended period. You need your operational 
data in a single system as soon as possible and before your 
planned exit date. 

The options above apply to both systems as well as processes. 
These days, most processes rely on automation. However, there may 
be processes that are in place outside of systems. Or the systems may 
enforce those processes through automation. Processes for similar 
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functions or purposes that differ between the companies must also be 
harmonized during integration. Be sure your team looks for synergies 
and improvements. You and your team must be open to change. Stay 
focused on the prize. 

Places 
Places include any building or facility leased or owned by the 

target company. Each place the target uses must be evaluated, and a 
plan devised for handling it post-closing. That involves a few key con-
siderations that we’ll review here.  

One of the first evaluations your team should perform is 
whether the places are helpful to the future combined business and, 
if so, how. 

Good or Useful Space.  Ask how space is currently used.  Is 
it fully utilized? Are there ways to improve its utilization level? Are 
there adjustments the other company’s team has thought about but 
never had a chance to execute? Can you execute them, and what is the 
potential impact on the business? Will productivity increase? Will 
that investment flow to the bottom line, or is it distracting? If the tar-
get has space that currently houses critical business functions, works 
well, and has room for expansion, then acquiring and utilizing the 
space probably makes sense.  

Redundant Space. It is also likely that you will encounter 
redundant or unnecessary spaces. Sometimes, a crucial aspect of con-
solidating administrative functions is getting the entire team into a 
single facility. That may render the other facility redundant and un-
necessary. Alternately, the consolidation of redundant spaces should 
be approached as if the redundancy opens space up for the expansion 
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of other critical functions. Can the section of the other company’s 
building that houses their managers and administrative functions be 
repurposed into additional production space? Sometimes, redundant 
space is just that: extra. For example, what if the other company’s ad-
ministrative offices are entirely separate from the production facility, 
and once you move those folks in with your team, their place is no 
longer useful? In these cases, you want to eliminate the space and its 
associated expenses as soon as possible post-closing. Carefully assess 
every space regarding its usefulness to the future consolidated com-
pany and determine whether redundant spaces can be utilized or not. 

Unused Extra Space. Companies frequently have extra 
space in an oversized building they own or lease. Sometimes, space is 
used unproductively. One company I assisted had an entire ware-
house adjacent to their main production facility. Twenty percent of it 
was used for shipping and receiving. The remaining eighty percent 
was either unused or filled with junk. At the same time, they had an 
administrative team sitting on top of each other in a tiny room where 
mistakes were happening regularly because of the need for more 
space. Five hundred dollars of paint, eight hundred dollars of carpet, 
four thousand dollars of office furniture (altogether just over 
$5,000), and the front space of that building was converted into ad-
ministrative and meeting space. A rollaway dumpster and half a day’s 
work cleared the junk from the rest of the warehouse and got it ready 
to serve as production expansion space. In less than a week and for 
less than $5K, a space was transformed into available production 
space, and the accounting and administrative issues were eliminated.  

The critical question for unused space is whether you can use 
it quickly and cost-effectively. New space may be part of the bargain 
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for the acquisition. Does it need work or special preparation before 
you can use it? Can you afford that work? If not, then look at getting 
rid of the space. If you can use it, and expansion will result in opera-
tional and sales growth, then ensure you plan and budget for improv-
ing the space, set it up for use, and utilize it as quickly as possible.  
And if your plans to use it don’t pan out or won’t for an extended pe-
riod, get rid of or sublease the space to someone else and collect the 
additional rent revenue.  

Leased Space versus Owned.   After assessing the useful-
ness of the space, determine whether the space is leased or owned. 
This is a crucial evaluation aspect. If the target company’s places are 
leased, that requires different analysis and planning than owned 
spaces.  

• Owned spaces require an analysis of whether the space is 
fully paid, how much it adds to the purchase price, and 
how it affects the deal’s financial structure and ongoing 
acquisition expense.  

• Leased spaces require assessing the lease (especially for 
an asset acquisition), the maintenance costs, and the cost 
and value of utilizing the space.  

The paramount concern in the leased versus owned space 
evaluation is financial. Weigh the cost of the space against the value 
it could contribute. Understand the ongoing cost of paying the lease 
(including annual increases usually built into that agreement), con-
tinuing to pay on a mortgage, or paying on a new mortgage used for 
its acquisition. Then, factor in how the space could be utilized.  Uti-
lizing space has to balance the cost of building the space out and 
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equipping it against the additional revenue using that space would 
contribute. If the value of the space materially outweighs the cost of 
that space, then you will not only want to keep it in the deal, but you 
will want to add that utilization plan into your integration efforts.   

Consult with tax advisors before making an acquisition or dis-
position plan. Your accounting and operational team needs to ensure 
that the plan for the space justifies the cost of acquiring the space or 
assuming the lease.  

The next aspect your team should consider is whether and 
when you can change the space. If you have expansion, migration, or 
renovation plans, these must be balanced against your rights as either 
the owner or the lessee. Can you even do what you want to do? This 
has to factor into whether the space stays in the deal and how it is 
included in the integration plan. 

What if you decide not to keep it? Disposing of or carving out 
a place from the deal has to be done differently depending upon 
whether the space is leased or owned. It is generally easier to carve 
out an owned space than to avoid assuming a lease. If you decide to 
keep it, you need to consider how long the lease will go and whether 
that duration is long enough to suit your plans or not. If you buy it, 
you need to be sure that the space will survive and be sufficient 
through your exit. 

Asset versus Share Purchases Revisited.   Deal type is 
another integration plan consideration.  

With an asset purchase, your first concern, especially for 
places your team wants to keep, is to ensure you can assume the 
building lease. As mentioned, that requires lease agreement reviews, 
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permission from the landlord, and documentation. For owned 
spaces, you need to determine whether you want them in or carved 
out of the deal.  

With a share purchase, you will take over everything that the 
company you are buying had in place at the time of the sale UNLESS 
(and this is key for your legal team to review) any contracts refer to a 
change in control, a change in ownership, or some similar language 
that forces a novation (or express re-approval) of leasing or financing 
agreement(s).  Carving a property out of a share purchase is usually a 
sale of that property at or after closing. 

Keep or Dispose. At this point, we’ve covered how to assess 
the places and determine whether they are valuable and feasible for 
the consolidated company. We’ve discussed the differences between 
leases and owned premises and the evaluations involved. We’ve also 
revisited the asset versus share acquisition process and how that im-
pacts your decisions for places in both the deal and afterward. Your 
team should now have all the information it needs to decide how to 
handle the other company’s locations during the integration process. 
Will you keep them or get rid of them, and if the latter, how?   

Here are some ways in which those spaces can be handled as 
part of the deal structure or as part of the integration. These solutions 
are not intended to be all-inclusive, as every deal is different, but are 
ideas to consider.  

1. Keep the space. If you have a use for it, if it makes fi-
nancial sense, and if no issues prevent you from keeping it 
in the deal and integrating it with your existing operations 
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post-closing, keep it. Make sure it’s in the deal documen-
tation and factored into the deal structure and acquire it. 

2. Keep it temporarily. Other than keeping a facility, this 
is the second most used option. Often, you cannot get rid 
of a facility immediately because it is in use. Keeping a fa-
cility again depends on whether it is a lease or owned and 
whether this is an asset or share purchase. Here are a cou-
ple of scenarios for temporarily keeping the facilities to 
consider: 

a. Leased Premises. If the lease expires soon after 
closing, it could give your team enough time to 
move the operations into other facilities you cur-
rently own or lease. In that case, ensure the build-
ing stays in the deal and plan the move-out post-
closing. If the lease goes longer and the market 
price is more than you are paying, find a third 
party to sublease the facility or someone else want-
ing to assume the remainder of the lease after 
you’ve moved out.  

b. Owned Premises   On the other hand, if the fa-
cility is owned, and you don’t need it long-term, 
but you do need it long enough to move out, then 
you can handle this situation in several ways:  

i. Carve the building out of the deal and get a 
short-term lease (long enough for you to 
move out) on the space from the seller. The 
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seller then keeps or resells the property at 
their option. 

ii. Keep the building in the deal, move out 
post-closing, then either lease the space to 
earn income from a lease or re-sell the 
property. 

iii. Keep the building in the deal, and find an-
other buyer to acquire it at closing. In this 
instance, you will have two closings (likely 
simultaneous): You buy the facility from 
the seller, and then a third party buys it 
from you (money that can help with the 
target’s purchase price). The money from 
selling the building to the third party can 
then be used to pay the seller at closing. As 
part of the sales agreement, the third party 
agrees to lease the facility to you short-
term until you can move out. 

3. Carve it out. Sometimes, a facility isn’t necessary to your 
plan post-closing and may not even be useful at closing 
(e.g., empty extra spaces). In that case, if it is a lease, don’t 
assume the lease as part of the deal. If owned, carve it out 
of the acquisition and let the target company owner sell it 
post-closing or at closing to a third party. Note that you 
must be very careful about timing when carving some-
thing out. Carve-outs of actively used places usually re-
quire some temporary arrangement, as described above. 
Generally, only unused places can be wholly carved out 
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right at closing.  Carveouts of owned space in share pur-
chases require additional deal structuring and documen-
tation. Work with your deal attorney to get that put to-
gether. Alternatively, keep it and sell it post-close. 

The bottom line on evaluating and integrating places is to 
make sure you are carefully evaluating the other company’s spaces 
during due diligence. Determine if you need them, need them tempo-
rarily, or don’t need them at all. Consider whether the facilities are 
leased or owned and what kind of a deal (asset or share) this will be. 
Then, make a plan for how you will utilize and maximize the value of 
that space (which may be to sell or sublet it) and get that plan put into 
motion as soon after closing as possible. 

People 
People are the largest, arguably most important, and un-

doubtedly most complex aspect of any integration. People involve 
personalities, emotions, ambitions, expectations, talents, communi-
cation styles, etc. A company’s people are organized, assigned, tasked, 
managed, and evaluated. Without people and all their unique little 
quirks, capabilities, and drives, most companies would die.  Integrat-
ing people requires understanding, planning, and humanity.  

At the end of 2019, the division I led was slated to more than 
double in size in product manufacturing, distribution capacity, and 
headcount due to a significant acquisition. More than 130 people 
would join an existing team of just over 100 (through the prior inte-
gration of 4 other companies). The acquired company’s production 
processes, equipment, and facilities also completely differed from 
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anything else we had, further complicating the people side of the 
equation.  

Company culture was very different, with the division of the 
acquiring company I led being decidedly more “corporate.” In con-
trast, the acquired company was a scrappier operation with many 
longstanding personal relationships fueling its success. Several top 
leaders from the acquired company would be cut from the roster at 
closing, leaving a leadership gap on day one (a decision made by oth-
ers that I could not change). I knew we had to stay focused on pro-
duction and revenue targets. The most important thing was getting 
people together and cooperating. The rest of the disparities would 
have to work out over time. 

We planned an “after-the-holidays” party for the first full 
week in January to enable as many as possible to attend. The deal was 
expected to close and be officially announced that week, but everyone 
knew it was coming. So, I instructed my team to invite everyone from 
the soon-to-be-acquired company to our party. They were already a 
partner/vendor of ours, so even if the deal slipped, I knew we could 
still get away with getting together for an extracurricular get-to-
gether. Luckily, the deal closed as scheduled, and at the party, I en-
sured everyone knew that we would very soon be working together.  

After the party, I told my department heads to involve people 
from the new acquisition immediately, even though they weren’t yet 
working on anything together. They responded by informing each 
other about the projects they were working on and started talking 
through issues and collaborating on solutions. In short, the directive 
was, “We are, right now, one team – start working together to keep 
driving revenue and customer satisfaction with our products.” 
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In the latter part of March 2020, just as the COVID-19 pan-
demic was beginning to reach peak hype levels, I met with the direc-
tors of marketing, production, and sales of the newly acquired com-
pany. They reported feedback from their teams that, only two months 
after the closing date, everyone already felt like they were part of the 
larger company. In contrast, they reported that on a recent call with 
their colleagues in divisions of the company that I had no control 
over, none of those other locations had even a fraction of the level of 
integration we already had in our division. We had shed some people. 
We had plans to shutter one of the operations. We had some produc-
tion and distribution issues, but we’d maintained or grown our sales 
in nearly every category. At the same time, the other divisions were 
either declining or barely maintaining pre-merger performance.   

“Integration” can be a terrifying word. But if you stay focused 
on the goal, get people working together immediately, trust and ena-
ble your teams, make intelligent decisions that are also focused on 
those goals, and remain consistent in your messaging, then “integra-
tion” becomes little more than getting together and rowing the boat 
together in the same direction.  

Organizational Planning & Evaluation 
The first step to successful people integration is considering 

where the new people fit into or supplement existing staff. Review the 
other company’s organizational charts, policies and procedures, and 
management and other employee records as part of due diligence. In 
reviewing this information, you must understand how the other or-
ganization fits or doesn’t fit into your organization. Understand the 
purpose, structure, and roles of the target company’s departments. 
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Compare them with your own. Look for duplication, disparities, and 
synergies. Discuss with your team how the other company could be 
integrated, redistributed, or added to your company’s organizational 
structures to achieve the best possible results. From this exercise, 
even before you close, you should know how the combined company 
will be organized and where the lines of integration will be drawn.   

As part of this planning, and following the preceding discus-
sions about stuff, systems, and places, consider the people aspect in 
the context of the entire business. Where do the various teams (both 
new and existing) work? Do you need to consider differences in sys-
tems, processes, equipment, or tools? What about products or 
brands? Will any be getting discontinued? Will any of your brands or 
product lines be integrated into a newly acquired brand or line? Are 
there unique capabilities, equipment, technologies, or processes in 
your company or the acquired company that will require an adjust-
ment or modification soon after closing? Each of these factors may 
impact people decisions.  

The next step is to develop a plan and timeline to get to that 
combined organizational structure. You may be able to make some 
changes very soon after closing. Other changes will take longer. Take 
into account the integration process related to facilities. Working in 
different locations can extend the integration process. Marketing or 
production plans related to brand integrations or eliminations will 
also affect the timeline.  

Within this plan, you also need to designate milestones or 
checkpoints. When will you know when something has been achieved 
that will trigger the next step in the process? More importantly, what 
success metrics need to be achieved to move to the next step?   
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Be careful that your plan and timeline are not overly rigid. Be 
sure to build in ways for those metrics to be realized SOONER than a 
planned milestone or checkpoint. Don’t handicap your integration 
process with artificial dates if that’s not necessary. If your team over-
achieves and you are ready to move forward sooner, ensure they’re 
empowered. Fast and smooth integrations are driven by people who 
are enabled to innovate through change and combine talents, experi-
ence, and resources to produce quality results as quickly as possible.   

Don’t allow your managers to wade through the weeds and 
force your people to follow behind. Get them up on a platform, mak-
ing sure that the in-the-weeds team understands the direction and 
goals and allows them to determine how best to whack the weeds and 
achieve those goals. Too many companies handicap themselves with 
artificial controls to try and prevent mistakes rather than stay focused 
on results. Ensure your people plan enables and empowers your cur-
rent and future team members. 

While some ability to evaluate new team members will be pos-
sible during due diligence, it’s best to wait until after closing. Once 
again, people evaluation is about achieving results. Those results 
must be achievements that move the company forward, that lead to 
integrated operations, and increase revenue and profits. Efficiency 
and cost savings are sub-results. Results may be as simple as “They 
have that equipment, we have this equipment – figure out how to 
make it all work together within the space of this room or building – 
Go!”  

The military teaches problem-solving, leadership, and results 
orientation with confidence courses. One that I recall to this day 
equipped a team of 5 or 7 people with a rope, a barrel, and two steel 
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poles, giving them five minutes to plan and ten minutes to get over a 
water obstacle and a wall. The goal was to get everyone on your team 
and all that equipment to the other side within the time allotted. As 
the team worked through plans for accomplishing the mission, a rater 
would listen in, answer questions, and nix any plans that were unsafe 
or against the rules. The team had to collaborate to accomplish the 
task. The team I was on had one of the fastest times on the course that 
day because we communicated, collaborated, and cooperated our way 
to success. 

Once you see both your people and the new people working 
together to attain results like this, you will be in a much better posi-
tion to evaluate who stays, who gets reassigned, and who should be 
let go. The more enabled and empowered work environment you 
have, the more likely you will be able to retain as many of the com-
bined team as you want.     

All managers need a plan for evaluating people who come into 
their department. Are they a fit? Are they doing the proper role? What 
do they do great (what is their superpower)? Is that superpower use-
ful to the company? Useful in their current or intended role? Is there 
somewhere else in the company where their superpower would be 
even more “super”? Have a plan to evaluate people within the first 
four weeks post-close and make things happen quickly.   

Although not always possible, evaluate before you cut. Poll 
your managers to collect all inputs. Get perspectives on people from 
those who know them best: the incoming managers. Cut without 
looking back or feeling bad if you see an obvious cut. But send them 
off positively.  We’ll talk about that more in a minute.  
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Management 
During due diligence, you should evaluate the org chart, iden-

tify critical managers, and identify whether duplicate managers exist 
between your company and theirs for the same or substantially the 
same role. This is part of integration planning. 

You may find that some of the acquired company’s manage-
ment team are indispensable. They may bring unique skills or exper-
tise that you need. They may inspire followership in the other com-
pany’s team members. Make sure you keep them and potentially even 
incent them to stay. And sometimes, you just need them to stay 
through integration.  

If your management team members are decidedly better or 
more capable than the target company’s managers, then you have op-
tions: 

• Keep the target’s managers for a determined period (gen-
erally 3-6 months and no longer than a year). Use that 
time to transition them from their roles and absorb their 
work onto your team or find them a new role in the com-
bined company. Pay them to leave if no new role appears 
for them during this time. Be sure you have budgeted for 
this severance expense. 

• In some cases, you can incent a person to stay short-term 
while they find a new role elsewhere in the company or 
with another company. That gives them time to adjust out 
of their role and still be paid while they find a new home. 
Make sure you give this to the right kind of people, though. 
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Not every manager is deserving of an arrangement like 
this. 

• Cut them at closing. If your team thinks they can accom-
plish a transition of the other company’s manager without 
that person ever coming on to your company, then (in the 
case of an asset purchase) have the other company give 
them a severance payment and send them packing the 
morning after closing   In the case of a share purchase, give 
them a severance the morning after closing and send them 
home. 

Employees 
It’s well-known that the single most significant expense on 

most company’s P&Ls is labor costs. You will almost certainly trim 
some employees off the payroll to drive a greater return on your ac-
quisition investment. As discussed from an organizational perspec-
tive, you may not know who stays and who goes right at closing. Mak-
ing hasty decisions can result in cutting the wrong people. On the 
other hand, some cuts might be obvious. This is possible when you 
discontinue a product or brand or eliminate a production line at clos-
ing, and the team working that line or manufacturing those products 
is no longer necessary.   

Compared with managers, you will likely find more labor du-
plication with employees. But labor reductions may not be possible 
on day one. You may need those people for a while. You have to plan 
it out. If it’s unclear, give yourself a month to evaluate and decide, but 
don’t spend more than a quarter letting things shake out. It’s best to 
keep things moving forward; getting stalled on employee issues is not 
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moving forward. In general, reduce whatever labor costs possible at 
or soon after closing. You can use the same options with employees 
as described above for managers. 

For specialized or acquired functions that are not currently in 
your business, you must retain those employees, and you may also be 
looking for others in other roles who are interested in cross-training 
on that function. Rather than reducing headcount, you can immedi-
ately add capacity to an acquired product line or service. Always keep 
scenarios like this in mind when devising integration plans.   

The bottom line for employees is to make sure you are consid-
ering where you can make immediate cuts, where you may want to 
shift people into other work areas, and where you need to take the 
time to do a more careful evaluation. Don’t take too long. Don’t worry 
too much about making mistakes. Focus on results, the people you 
and your team think you need to achieve those results, and forward 
progress. 

Independent Contractors (ICs) 
Many companies hire more independent contractors (ICs) 

than employees. The cost-cutting rationale is acceptable, but using 
ICs rather than employees potentially involves several problems to 
understand and address during integration. Too many IC contracts 
are quickly and poorly written and based on a form someone got from 
their uncle who downloaded it from an internet link they got from 
their buddy who “totally knows what he’s doing.” As part of due dili-
gence, make sure your legal team is looking for the following three 
most frequently encountered issues with IC agreements and ICs: 
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• Issue #1:  Are they actually ICs or just employees 
in disguise? Make sure your legal team scrutinizes their 
contracts for this. Be prepared to transform improperly 
classified ICs into employees or have them execute new 
contracts. You may also need to start paying them or hav-
ing them pay for things they may have been provided free 
of charge before (i.e., uniforms, equipment, fuel, etc.). Re-
member that ICs are supposed to bring their tools and 
equipment and are primarily responsible for results. The 
more control a company has over what they do, how they 
do it, and what they use to do it, the more likely that per-
son is an employee and NOT an IC. For more, see the IRS 
guidelines at https://www.irs.gov/newsroom/worker-
classification-101-employee-or-independent-contractor.4 

• Issue #2: Loyalty. ICs are generally free to cancel their 
contract and work somewhere else with little or no notice. 
Employers typically have “easy out” clauses for their own 
purposes, but if you acquire a company and several ICs 
cancel their contracts, you will have work to be done and 
no one to do it and will lose that revenue. Employees are 
bound; ICs are independent and know it. When they leave, 
ICs often go to competitors without you being able to stop 
them under most state laws. Be sure your legal team looks 
at non-compete, non-solicitation, intellectual property 

 
4 Internal Revenue Service. (n.d.). Worker classifica7on 101: Employee or independent con-
tractor. IRS. Retrieved January 8, 2024, from hOps://www.irs.gov/newsroom/worker-classi-
fica7on-101-employee-or-independent-contractor.  
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rights, and confidentiality clauses within all IC agree-
ments to ensure you’re protected. 

• Issue #3:  Assumability of their Contracts.  If you 
are doing an asset purchase, have your legal team deter-
mine if the otherwise good IC contracts can be assumed. 
You may need to re-do those contracts, which requires ex-
tra time and legal money. If you are doing a share pur-
chase, have the team look for “change of control” or 
“change of ownership” clauses in IC agreements and be 
prepared to address those issues with contract amend-
ments or replacement contracts. If there are a lot of ICs, 
this can be a significant effort. 

Remember that acquiring a company that relies primarily on 
IC workers involves unique risks. A thorough contract review during 
due diligence is a must. Bad IC contracts present an additional risk 
for share purchases, as many regulatory and governmental agencies 
use a change of control as an excuse to do an audit. If the old agree-
ments are problematic, you inherit those issues (and their potential 
fines) with the acquisition.  

Rather than relying on the indemnification clause in the share 
purchase agreement to protect you, get in front of these issues, make 
the changes that need to be made, and have the seller address any 
legacy issues that need to be remedied as part of the agreement. If you 
are making an asset purchase, you need to be able to assume those 
contracts, or you need to put new agreements in place at closing. For 
these, you’ll either need paperwork to facilitate the assumption of the 
agreement or you will need to draft a new contract.  
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Compliance with Laws and Regulations 
I’d be remiss if I did not advise you to check with your HR 

professional or legal counsel to ensure you comply with all applicable 
laws and regulations. This should happen throughout the integration 
of the acquired company. 

Why to Send People off with a Smile 
If you will be letting anyone go, whether at closing or six or 

more months later, it is always best to part on good terms. Be sure 
that your transition process provides people with a means for transi-
tioning to whatever is next for them. Regardless of what others might 
advise, the negative hangover effect of being a nasty employer or ruth-
less acquirer is way more expensive than the money you spend to help 
eliminated workers transition. People have long memories, and you 
may need to hire new or additional people before you exit. If you have 
a reputation as an employer who cares about people, not only is it 
easier (and therefore less expensive and time-consuming) to find new 
people, but it is also easier to retain the people you keep. They will 
remember that you took care of their friends, and you will reap the 
benefits of the loyalty that kindness (actually, business sense) pro-
duces. 

Avoiding the Pit of Integration Despair 
Returning to the fear many business owners and leaders have 

of inheriting problems and enduring disastrous integrations when 
making acquisitions, here is one last section on avoiding that pit of 
despair.  
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First, delay and hesitation are absolute death. Just get it done. 
Don’t overcomplicate or dwell on anything. If something you’ve ac-
quired is problematic or overly complicated, cut it loose (whether 
that’s people, equipment, product lines, entire company divisions, lo-
cations, systems, or whatever) and stay focused on your core compe-
tency. If you are having difficulties with the integration process, de-
termine what’s causing the complication and deal with it.  

Work with your team, determine what the end state needs to 
be, and go there. Avoid overthinking things. Avoid the thousands of 
books that provide specific plans, guidance, and step-by-step instruc-
tions for handling integration. No such magic wand exists. The pro-
cess in this chapter is what it will take to complete the process suc-
cessfully. 

I often see an integration get bogged down in the mud because 
managers or executives are so worried about making bad decisions 
that they let things fester and delay taking action. Rip it off like a 
Band-Aid. Stop worrying, invite that team to the holiday party, and 
get things started. If you think you will be selling off a division of the 
company or some other asset, don’t wait. Find someone to buy it right 
now and get rid of it immediately. 

Fear, uncertainty, and doubt (FUD) have no place in your 
growth through acquisition plans. Stop worrying about making a mis-
take. In the classic Al Pacino movie Scent of a Woman, Pacino’s char-
acter memorably says about the Tango, “If you get all tangled up, just 
tango on.” If you have done the kind of “Proper Prior Planning” com-
bined with the flexibility we’ve discussed since Chapter 2, you will not 
make a show-stopping mistake. And even if you make a mistake, you 
(and your team) should know what to do about it and immediately 
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put “plan B” into action. If you’re unsure what to do if something goes 
wrong, fast forward to Chapter 10. 

You, your team, and all newly acquired team members must 
focus on the ultimate prize. You may want to set up some incentive 
program around the company’s growth where everyone from man-
agement down to rank and file has a stake (and a reward) in seeing 
the company achieve its growth goals. Those incentives can be as 
complex as equity and as simple as a company party to celebrate the 
achievement. Plan something impactful and motivating for everyone.  

Having navigated the complexities of integrating acquired 
companies, we now pivot to sustaining the forward momentum. The 
ensuing chapter will focus on harnessing the synergies of your acqui-
sitions to fuel ongoing momentum, ensuring that your growth is not 
just a series of transactions but a continuous ascent. 
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CHAPTER 9 – RINSE AND REPEAT: 
Maintaining your Acquisition 

Momentum 

"People who succeed have momentum. The more 
they succeed, the more they want to succeed, and 

the more they find a way to succeed."  

-- Tony Robbins 

 

It starts as early as your first signed LOI.  For some, it may 
begin even earlier than that.  The excitement.  The anticipation.  
You’ve started the acquisition process, and with even the first project 
going smoothly, you are ready to dive into the next.  And the next one.  
And another one after that. 

It won’t just be you, either.  Everyone in your team will feel it, 
too. Once they get started doing acquisitions, they won’t want to stop.  
They’ll see that the preparation is working.  They’ll see the effects that 
it has on the business.  They’ll get high on the process and constantly 
refine their tools to make it smoother and faster.  Done correctly, in 
fact, almost everyone in your company will notice the uplift it has not 
only on the business and its ability to produce more products or 
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deliver more services but also on the overall positive mental effect it 
will have. The company is growing. You have birthed an alpha dog, 
and it is expanding its abilities and gobbling up more territory daily.  

Of course, it isn’t quite that simple, but one success will make 
you wonder why you didn’t do more sooner. That’s a great feeling.  
More importantly, its effect on your business drives you toward that 
planned grand exit.  

So, once you get the train rolling, how do you maintain the 
momentum and avoid the pitfalls along the way?  How can you keep 
deals coming in so that the minute you finish one, you are right on to 
the next one? How can you handle multiple acquisitions at the same 
time?  Welcome to Chapter 9. 

Staying Focused on the Goal and the Process 
More important than anything else is to keep your eyes on the 

prize.  You may have been taught never to look right in front of the 
vehicle when driving.  You always look out ahead of the car. If you 
look too close, you could be caught unaware of a hazard ahead on the 
road, and your steering will become erratic.  You’ll swing your car 
back and forth in the lane, trying to maintain a center lane position 
that would be much easier if you looked ahead instead of down.  That 
is what you have to do with acquisition growth. 

 You have a certain level of revenue and profits in mind that 
you know you need to achieve your desired exit. That has to remain 
the goal, or you may need to return to Chapter 2 and update your 
strategy. Remember that simply filling a junk drawer won’t attract a 
higher price.  Every one of the companies that you acquire must be-
come part of a greater, more capable, more productive, more 
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profitable whole.  Put another way, you can’t simply collect eggs in a 
basket; you need to make a killer omelet out of them.  If you don’t 
transform that junk into a decently operating whole, it won’t be at-
tractive enough to fetch a higher valuation multiple.  If you are fol-
lowing the process described in this book so far, especially in Chap-
ters 5, 7, and 8, you should be doing great at finding and closing great 
deals and integrating those acquired companies into your own. 

Stay in tune with your team, both internal and external. Know 
when they need time to finish. Understand the impacts of the deals, 
and be sure to adjust your process regularly.  Never stop targeting – 
that must be an ongoing process. Have regular deal and integration 
process meetings and keep your finger on the organization's pulse. If 
things are starting to get wobbly, slow down a bit. If integration issues 
are causing your team stress, listen to what they need to address 
them.  Slowing the train is one of many ways to address integration 
pressure.  Sometimes, the next integration has the ingredients you 
need to cure what currently ails the team.  To find out, you need to 
listen to what your team needs, go back to your strategy and targeting 
list, and see if there is a target on the list that solves the problem.  

Sometimes, pressures or delays are the result of doing too 
much.  Many athletes can tell you about when they “overdid it” at the 
gym or preparing for a marathon and got injured. Suppose you are 
doing sequential deals (one after the other) or parallel deals (more 
than one at the same time). In that case, you are at greater risk of 
integration issues, mistakes, or burnout than if you complete an inte-
gration of one acquisition before you move to acquire the next. On the 
other hand, if you are proceeding smartly and leveraging the 
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processes described in this book, you can handle sequential or multi-
ple deal processes.  Let’s discuss how to do that.    

Handling Multiple Deals at Once 
To handle multiple deals simultaneously or sequentially, con-

sider the factors that affect the ongoing health of the business, you, 
and your team. This section outlines a series of potential adverse ef-
fects you must watch for and suggestions for addressing or preventing 
those adverse effects. Use your knowledge of these negative possibil-
ities to create a plan that enables you to do more deals at once. 

First, every deal requires the same relative amount of effort.  
You and your team will go through all the stages for everything you 
buy, whether large or small. If you take a shortcut, you are risking the 
success of the deal you shortcut.  If you do more than one deal at a 
time, because of the limited bandwidth of your internal resources and 
the fact that you are also expecting them to handle their “day jobs,” 
you will need the assistance of and spend more on external resources.  
Unless you have a treasure chest that you are using to fund your ef-
forts, affordability is very quickly at risk.   

Some acquisition experts talk about doing deals for little or no 
money of your own. While it IS possible to do that in some circum-
stances, in most cases, it’s NOT possible in one critical way:  your deal 
team.  Unless you can find lawyers, accountants, and other specialists 
willing to work for free, you still have to pay those people to help you 
get deals done. As discussed in Chapter 4, your internal team mem-
bers CANNOT do it all.  You need external resources to help you.  Ex-
perienced deal attorneys, even if their time is minimized and you use 
your in-house counsel for some of the work, still cost money.  The 
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more deals you do at once, the more you are spending to get their 
assistance.  On your first deal, measure the costs and determine the 
ongoing per-deal cost of using those outside resources.  Then, deter-
mine how many simultaneous deals you can pursue based on external 
team member costs alone. 

Be wary of possible effects on the business as well. I was once 
called in to assist with a turnaround project. The company started 
backsliding when the founders took their eye off the ball to focus on 
M&A efforts. While they were otherwise engaged, their industry ex-
perienced not one but two significant changes, and they were left with 
products and services that no longer worked.  Their client list de-
clined by 60% in only six months.  Although the slide was halted and 
reversed, the damage proved too deep. The founders lost their edge 
and backed out, trusting the company to a relatively inexperienced 
executive. The company went out of business two years later. Taking 
their eyes off the ball cost them their company. This is why you 
formed a team back in Chapter 4. 

As the business leader, you can't shift focus entirely to acqui-
sitions even as an EBITDA owner, as described in Chapter 1.  You 
have to make sure you have time for the regular workings of the busi-
ness with appropriate amounts of time spent on acquisition and 
growth.  If you do more than one at a time and are not handling inte-
grations as described in Chapter 8, you risk spending too much time 
on acquisitions and not enough on keeping the business on track. 
During your first two acquisitions, get an understanding of the 
amount of time that each acquisition requires. Use that metric to help 
you understand how many you can handle at once.  



Acquire Before You Exit 

Book Reviewer Edition - 204 

Diverting resources from the daily needs of the business can 
also be costly. Remember, those internal team members have day 
jobs.  Unless you hire or task team members to a dedicated deal team 
(which may make sense), your team has to do the same balancing ex-
ercise we just talked about for you.  You aren’t just expecting them to 
help you with M&A work; they also have to handle your company's 
bookkeeping, marketing, or operations. When you started the acqui-
sitions process, you took those internal team members at least 
slightly away from their jobs.  The more acquisitions or integrations 
in motion at once, the more attention is taken from their “day job.”  
Eventually, that will impact the business, even if the new acquisitions 
have additional people to help cover the work.  As with the other di-
mensions above, when you are working through the first acquisition 
or two, have your team members determine how much time they had 
to devote to the M&A process and whether handling M&A and their 
day job was achievable, in their opinion or not.  To the extent that it 
is, use that metric to determine how many simultaneous deals your 
internal deal team can handle. 

Be careful of getting so focused on buying things that you 
stretch the company’s credit to the edge such that any unforeseen in-
cident could cause the whole thing to come crashing down.  When 
working on financing more than one deal at a time, you are less likely 
to fully understand the combined financial impact of those acquisi-
tions. Work with your internal and external accounting resources to 
ensure you have metrics, reports, and triggers that will alert you to 
the breaking point so you can keep your M&A efforts from reaching 
the tipping point.  
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Multiple deals increase complexity in the acquisition process 
and, through the integration process, in the operation of the business 
overall. You and your team must monitor the business's operational 
tempo to prevent overheating.  Don’t be afraid to delay an in-process 
deal to keep the company humming or avoid overtaxing it.  

Adjustment lags, or boomerangs, occur when you think some-
thing is done, but it never quite gets there, or, worse, something 
breaks, and you whip back into the original position before the 
change.  If these occur while you are in the acquisition process, you 
may need to pump the brakes. The more you do at once, the more 
likely it will be that something never gets a chance to adjust to a new 
normal properly. You need the business to keep up with the demands 
of the M&A cycle, or you will have problems. 

Speaking of the new normal, another aspect to keep your eye 
on as you work through acquisitions is the potential for cultural over-
load. If your team is experiencing too much change too fast, key peo-
ple may get demotivated or demoralized or feel like they don’t matter 
anymore and leave.  This is more likely with multiple deals. Ensure 
your managers keep their team members' pulse and watch to see how 
well new players meld with the existing ones. Have your HR manager 
or consultant assemble employee engagement monitoring campaigns 
to get feedback from folks who may not feel comfortable stepping for-
ward to present issues.  Sometimes, when the company is rolling for-
ward at full speed, people don’t feel comfortable in the role of killjoy. 
They don’t want to say things aren’t going well because they fear back-
lash or its negative effect on others.  Give them an anonymous back-
channel to ensure you understand how your team is handling the in-
tegrations you are challenging them with. 
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A tactic to consider if you want to do multiple simultaneous 
deals is to make them disparate. Multiple disparate deals, in which 
you buy different assets simultaneously, are more doable and practi-
cal. Different target company types require different diligence and in-
tegration processes and likely different team members.  The focus 
isn’t the same if the targets differ, which may allow you to do more 
with the same resources. If you buy one operating company that pulls 
time from your operations team and then acquire some marketing or 
brand targets that tax your sales and marketing teams but not opera-
tions as much, that could provide you with a multiple deal process 
without causing overload.  

The bottom line for multiple simultaneous deals is to do only 
as many as your team and bank account can. 

Sequential Acquisition Timing 
Whether doing multiple or sequential deals, ensuring you 

have the timing right is critical. This refers not to market timing but 
to project planning and execution. As mentioned above, managing 
the timing of your deal pipeline depends on your available resources 
and your team’s ability to manage the integration process.  

Many of the same issues you have with simultaneous deals are 
also in play with sequential ones.  Note also that if you cannot handle 
sequential deals, your team can only handle multiple simultaneous 
deals if you do disparate deals, as described above. Sequential deals 
tend not to be as additive to the M&A team’s workload because the 
overlap is less. With sequential deals, though, be worried about fa-
tigue.  Unless you have a dedicated deal team, they might need to 
catch their breath between deals.  But growth by acquisition is all 
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about one, then another, and another, so you must be able to handle 
it, or you need to learn where the breakdowns occur to address them 
and keep going. 

As emphasized throughout this book, having solid plans is es-
sential. When determining timing for sequential deals, consider what 
resources are used on what tasks and how those overlaps can work. 
Below are a couple of example Gannt charts to help explain how the 
timing of deals might be accomplished.  In the first of the two charts, 
three acquisitions come out of the targeting process, with the stages 
of each deal running in sequence.  Preliminary diligence on Acquisi-
tion #1 is followed directly by preliminary diligence on Acquisition 
#2, and so on.  Preliminary diligence leads right into full diligence, 
which overlaps integration planning.  Together, they end in the clos-
ing and integration process.  As you review the first chart, notice how 
the projects run serially, one after the other.  Minimal overlap occurs 
in each of the M&A process stages. 

In the second chart, there is much more overlap.  These are 
near-simultaneous deals in which some of the efforts from full dili-
gence on one acquisition somewhat overlap the full diligence for the 
next project.  For near-simultaneous deals, there has to be some com-
monality between them.  For example, they need the same core due 
diligence checklist and are essentially the same company type. Your 
team will look at the same information across multiple target compa-
nies to have that overlap. 

Being successful in timing sequential acquisitions requires 
several things to be true.  First, you must know what it will take to get 
through the process regarding time, resources, and costs.  Second, 
you need to understand the integration plan, approximately how long 
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it will take, and who is involved. Third, you need to understand finan-
cial and operational impacts and uplifts.   

Figure 3 – Model Acquisitions Timelines    

 

Remember that you should buy companies that are additive 
to the top and bottom lines.  Each acquisition facilitates the next.  But 
understand precisely how much and be sure not to overextend. You 
may only be able to do this after you have completed at least one and 
probably two deals.  Don’t rush into direct sequential deals like this 
until your process, tools, and documents are buttoned up.  But once 
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you do have that, this is the kind of process you need to run for max-
imum results.   

One last thing to remember for running and timing sequential 
deals is to be prepared to pause or slow a deal down. You might draw 
out a deal that is otherwise ready to close because your team or com-
pany still needs time to absorb it. This can be accomplished by getting 
an extension of time from the seller to complete the process. 

Be upfront with the seller.  If they are working with you al-
ready, they will want to stick with you even if it takes a little longer 
than expected.  If they go to another buyer, they start the clock again 
and have to repeat many of the same meetings and disclosure pro-
cesses with the new buyer that they have already completed with you.  
If you get their buy-in on slowing things down a bit (“We’re not can-
celing the deal; we just need a little more time before we close”), then 
you can keep the deal going, stretch out the timeline, avoid overbur-
dening your team or finances, and still keep the overall timeline and 
goal on track.  

Knowing When to Hold and When to Fold  
Following the chorus of the old Kenny Rogers song, when 

growing by acquisition, you do need to know when to hold (pause) 
and when to fold (stop). 

If you’re getting financially overextended or need to wait until 
you have reaccumulated resources before moving on to the next deal, 
then hold. If your team is getting exhausted, hold. Hold if key team 
members are unavailable to handle the M&A process.  Note that ex-
ternal teams can often be doubled up by hiring more than one deal 
attorney or CPA, but if a couple of key members on your internal team 
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have vacation or some other form of leave planned, or some signifi-
cant event or a hectic part of the year is coming up, then wait for them 
to get back and get caught up before you move on. If you have com-
pleted a deal and are having integration issues and something is tak-
ing longer than expected, you may need to hold as well.  Confer with 
your team and ensure you make smart decisions, as discussed above. 

While you’re holding, don’t just take a nap.  Use the pause to 
nail down integration efforts. Get things completely dialed in. Catch 
up on other tasks that may have been delayed or pushed aside for ac-
quisitions. Continue targeting.  

Re-evaluate and refine your acquisitions strategy and vision: 
Does what you started to do still make sense, or do you need or want 
to make changes?  Have you accomplished what you wanted in one 
area and need to shift gears to move to another part of the plan?  Can 
you move forward with the other deal type while still holding the one 
you’ve paused?  

Evaluate what you’ve already accomplished:  How close to 
your goal are you? How much more to go?  What from your pipeline 
makes the most sense to go after next?  What’s working and what’s 
not?  Think about how to fix or change what’s not.  

Reorganize your company. Some of this may have been ac-
complished as part of integrations, but now that you’ve added a few 
new businesses and they are integrated, does everything still work the 
way it should, or can you accomplish other improvements while you 
wait to reengage in acquisitions?  Do you have people that could be in 
more appropriate seats on the bus?  Do you have systems now chok-
ing on the strain of multiple companies that need to be changed or 
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upgraded? Work on those efforts.  All these things help keep your 
growth going even in between deals. 

Shift some focus to alternate growth strategies.  Is now the 
time to revamp the product line? What about markets and marketing: 
are the right messages getting out, or is there an opportunity to boost 
revenue with a new campaign?  Have other areas of your business 
kept pace with the growth?  Are there opportunities to add new prod-
ucts, services, or partners that can help you gain additional reach now 
that you have more resources and capabilities? 

You also need to know and remember when you have enough.  
When have you achieved the goals that you set in your strategic plan?  
How big is big enough to attract the attention or gain the valuation 
you were shooting for? By this point, you have likely performed valu-
ations on multiple other companies. Do a valuation on your own com-
pany. Have you achieved your goal? 

There may also be some practical limitations on growth.  Have 
you grown to the point where you can no longer gain additional reve-
nue?  Do you need to return to Chapter 1 and work on reinforcing 
prerequisites again?  And do you know what you should do, or have 
things gotten big enough that you have plateaued along with the com-
pany?  That may be a sign you’ve taken it as far as possible. 

What does your team think?  Are internal team members say-
ing they’ve had enough? Are they itching to switch to other growth 
opportunities your acquisitions have made possible?  Do you agree? 
When holding on a deal, you may also need to assess whether you 
need to upgrade your team.  It’s possible that the companies you ac-
quired were the same size or smaller than your company. But your 
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company may now exceed the experience or talent of your existing 
management team, and you need new executives experienced in man-
aging and growing a larger company than you started with.  

If you think it’s time for team upgrades, that does not mean 
you eliminate your current team members.  Get the upgraded talent 
in place and then have them do the same kind of evaluation and reor-
ganizing that you have been doing with every acquisition you’ve com-
pleted. 

Many companies keep acquiring and integrating until there’s 
nothing left to eat. There are also practical limitations to how big a 
company can get and still be effective and profitable. If you’re unsure 
you’re done, get a second opinion from an outside resource.  An as-
sessment by a consultant can help you know whether you are big 
enough, need to make some adjustments, or can keep rolling forward. 

The goal of this chapter has been to help you see when to hold, 
fold, assess, and adjust. It’s been about smartly leveraging early suc-
cesses into accelerating progress that leads you to your exit goal.  

But before we get to the exit, let’s briefly discuss other growth 
strategies businesses often consider. The next chapter will weigh 
these against our acquisition-focused approach.  It will also discuss 
the crucial process of divesting non-performers to ensure your com-
pany continually grows toward your goal. 
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CHAPTER 10 – SPECIAL 
SITUATIONS:  Other Opportunities, 

Disaster Avoidance, and Business 
Divorce 

Imagine you're a captain navigating treacherous waters, seek-
ing the fastest route to treasure. Along the way, you encounter other 
ships offering to join forces. It's tempting to form alliances, but re-
member, every additional ship means more coordination, compro-
mise, and, ultimately, a slower journey.  

In the high-stakes world of growing and preparing your busi-
ness for sale, joint ventures and partnerships can be those distracting 
ships—appealing but often slowing you down. This chapter explains 
why acquisitions should be your primary focus. It also covers han-
dling situations where something or someone you acquire isn’t work-
ing out. We’ll talk about cutting them loose quickly and effectively.  

Should You Consider Joint Ventures? 
Webster defines a joint venture (JV) as “a cooperative busi-

ness agreement or partnership between two or more parties that is 
usually limited to a single enterprise and that involves the sharing of 
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resources, control, profits, and losses.”5  What does that mean? It 
means two or more businesses getting together to accomplish a spe-
cific objective. Take notice also of the part that describes the “sharing 
of resources, control, profits, and losses.” This is where JVs tend to 
be burdensome, especially when you are an owner acquiring to exit 
strongly. 

In layperson’s terms, that definition sounds fine. “My com-
pany and yours will pool our resources, make this cool widget, and 
make a fortune.”  Except nothing is that easy.  

Creating a joint venture is generally done in one of two ways.  
The first method is forming a whole new company that the joint ven-
turers own. To accomplish this, the parties must do everything an en-
trepreneur must to form a new company.  That is more than just 
forming the entity and getting a business license.  Also, because in 
most cases two or more companies are participating, it involves de-
ciding how much each party will invest, whether that investment is 
cash, intellectual property, or some other tangible asset or work con-
tribution. It involves deciding who controls or manages the new com-
pany and defining its specific purpose.  It involves determining profit 
shares, assuming that everything goes according to plan. 

JVs involve contributing more than just capital.  They can in-
clude contributing labor or raw materials or using machinery, facili-
ties, people, and systems.  They may require the creation of new mar-
keting and brands and conducting sales campaigns to get customers.  
One of the venturers has to provide management of the joint venture, 

 
5 Merriam-Webster. (n.d.). Joint venture. In Merriam-Webster.com legal dic7onary. Re-
trieved January 8, 2024, from hOps://www.merriam-webster.com/legal/joint%20venture.  
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or the venturers must contribute enough capital to hire executives to 
run the new venture.  If the venture should run its course or fail, the 
new entity agreement also needs to cover how the company gets split 
up and who is responsible for the costs and management of the dis-
solution.    

Another way to create a JV is with an agreement. Except that’s 
a deceptive oversimplification. The truth is that whether you form a 
new company or write a contract, many of the same decisions need to 
be made. Those myriad decisions are about the same effort required 
to start a new company, except that a JV is formed for a limited pur-
pose, so it’s not the same. From that standpoint, it’s handicapped. 
You do all that work, and you may or may not be able to pivot when 
you determine that something isn’t working as planned. Most JVs at 
the SMB level are poorly thought out, poorly documented, poorly ex-
ecuted, and lead to damaged relationships or litigation.   

Especially if you are working toward an exit, avoid them.  JVs 
may produce growth but in a different manner from acquisitions. 
Their requirements will distract you and your team from completing 
the next acquisition. JVs may also not build your company as fast as 
an acquisition would. The benefits of a joint venture often won’t count 
on a dollar-for-dollar basis on exit, either. Acquirers will see them as 
a sticky wicket and, unless it is already materially profitable, may 
want to pull out of the venture rather than have to share profits with 
another company or deal with maintaining the relationship long-
term. Because that withdrawal costs time and money, that expense 
likely gets subtracted from the purchase price. 
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What About Partnerships? 
If a joint venture is handicapped because of a single purpose, 

a partnership is handicapped for its versatility.  Many different defi-
nitions for a “partnership” exist other than the official entity defini-
tion because people use the term so loosely. If someone approaches 
you or suggests forming a partnership rather than buying their com-
pany, make sure you understand what the person proposing the 
“partnership” actually means/intends. To the extent that the “part-
nership” is a JV, see above. If it is more of a merger, determine 
whether it makes sense and could lead to a grand exit for you and the 
other company. If it does, then proceed accordingly. Remember that 
a merger functions similarly to an acquisition, except with a different 
set of documentation and a different result. 

Not including mergers, partnerships are generally more time-
consuming and distracting than they are worth, just like JVs.  If you 
are trying to build your company up to an exit, stay focused on your 
business and what you want to acquire to grow it. Focus on buying 
and integrating.  Let others get entangled in partnerships. 

What to do About “Bad Marriages”?  
Have you ever seen a zombie movie where someone gets bit-

ten on the arm, and before the virus can spread throughout the bitten 
person’s body, they hack off the arm?  This is kind of like that. 

If you bought a company and it has become clear that you 
goofed, clean up what you can. Try to put it in a somewhat better po-
sition than when you bought it. Do this with little extra effort or in-
vestment, UNLESS you are confident you will be able to recover that 
investment when you resell the company. You should also be careful 



Acquire Before You Exit 

Book Reviewer Edition - 217 

that fixing it will not take too much of your team’s time. Do NOT in-
tegrate a lousy buy with the rest of your company. Put it back on the 
market and dump it. 

What if you had already started integrating, and that’s when 
you realized you had bought a stinker? In this case, first work to pre-
vent damage to your core company.  Separate the company or its sale-
able assets back out, including separating books, systems, etc. You 
may return them to what they had before you bought them, or you 
may need to keep some of the new systems you use for the rest of your 
company but work to put them into a separate system, bank accounts, 
order entry systems, etc.  Make them severable and quickly. 

If you haven’t integrated them at all – don’t.  But don’t just let 
them rot, either.  Treat it like a used car you bought that looked awful 
because the previous owner never bothered to take it to a good de-
tailer.  Clean it up, make it shiny, and sell it to someone who will give 
it the love you won’t. 

And if you can’t sell the company once you’ve detangled it 
from your own? Then, sell the assets and get as much as possible for 
them.  Keep whatever is worth keeping. Don’t get discouraged, and 
don’t look back. Focus on the next acquisition and keep going. 

Smart Divesting – When to Sell a Piece but Not 
the Whole 

Fragments of an acquisition that are valuable but don’t fit 
should also be sold off, if possible. Don’t keep a costly distraction if it 
is not helping you grow the top and bottom lines, causing distractions 
that prevent you from working on the rest of the business or making 
the subsequent acquisition in your plan. 
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If an entire department, division, or function can’t be sold as 
a unit, reshuffle and shut down the assets and people involved.  Save 
good people and valuable things or locations, and eliminate distrac-
tions.  If you need to write some parts of your acquisition off, work 
with your tax advisor to determine the best way to do that and get it 
done. 

Don’t delay, but get everyone’s input before you make the de-
cision.  Involve key people to help with reshuffling, sales, or disposal 
of assets or layoffs of people. 

On people – remember that good people are hard to find, and 
finding a place for people to work within your larger organization is 
positive in many ways. But if someone is not working out, don’t hesi-
tate to eliminate them. Don’t try to salvage everything or expend val-
uable resources trying to save something that shouldn’t be saved. 

You've successfully built your business into a formidable em-
pire as you've navigated the complex waters of acquisitions, cutting 
loose any dead weight and staying the course. But reaching your des-
tination isn't the end of the journey; it's the beginning of a new chap-
ter.  

Now that you've grown your company to your target size 
through intelligent acquisitions, what's the next step? How do you 
prepare this expanded empire for a profitable and smooth sale? The 
next chapter will guide you through this crucial phase, ensuring that 
the empire you've built doesn't just impress but commands the high-
est possible price on the market. So, let's set sail one more time, this 
time with the treasure chest in sight. 
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CHAPTER 11 – FINISHING STRONG:  
Preparing Your Expanded Empire 

for Sale 

Sitting in a hotel meeting room at an investors’ group confer-
ence, the leader had just spent the last day and a half reminding eve-
ryone why they should avoid brokers when finding companies to buy. 
Introducing the CEO of a company he was invested in that provided 
business broker services, his tune seemed to change, and it didn’t es-
cape the attention of the investor group. 

“But I thought you said we should avoid business brokers?”  
One of the audience members pointedly asked. 

“Absolutely,” the speaker smiled, “except for selling YOUR 
business.  Once you’re ready to sell, you want the services, processes, 
access, and protection you get from having a professional represent 
you.” 

It truly is a dog-eat-dog world out there.  And that speaker is 
100% correct. 
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Properly Marketing Your Expanded Enterprise  
Buyers will come to you if your company has been growing 

and is profitable.  Even if one of those offers is exceptionally tempting, 
do NOT try to sell your company without professional assistance.  Alt-
hough by this point you have been through the process of buying com-
panies multiple times and know more than most, selling your com-
pany is not the same thing.  You are better prepared but not fully pre-
pared.  The adage, “An attorney who represents himself has a fool for 
a client,” does not just apply to attorneys. 

No shortage of business brokers, M&A advisors, or invest-
ment banks exists. They are plentiful.  But like anything plentiful, it 
also means that the quality varies greatly.  Like potential buyers look-
ing for companies to acquire, brokers will also be banging on your 
door now. Start taking those calls if you have achieved your goal and 
are ready to exit.  

Because broker quality varies considerably, you must be as 
diligent about choosing a broker or advisor as you were for buying 
companies. Do NOT just sign up with the first broker or advisor who 
contacts or is referred to you. This is one of the most important deci-
sions you will make. (NOTE that back in Chapter 4, if you decided to 
hire a buyer’s broker to assist with acquisitions, this is the same kind 
of review you need to make in selecting that person, agency, or com-
pany.)  

Here is what you need to find out about a prospective broker, 
advisor, or banker (for simplicity, we’ll refer to them collectively as 
“advisors”) before hiring them to help you sell your company: 
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Deal Size Experience / History – I will start with this as-
pect first because one of the reasons your buyer’s broker may not be 
the right person to be your seller’s advisor is that larger deals are 
more complex.  The big-money buyers you should now attract are 
more sophisticated and require different negotiation techniques and 
expertise.  Ensure your advisor knows how to value your business cor-
rectly and attracts the attention of the right buyers.  Find out how 
many deals they (and their company) have been part of at this level 
and get some information about their involvement. Invite some of 
your external team members (attorney, CPA, tax advisor) to speak 
with them. Get their feedback on an advisor’s level of experience or 
expertise as well. 

Industry Expertise – This aspect is more critical than many 
advisors might care to admit. If an advisor does not understand your 
industry, they will not be successful in representing your company to 
potential buyers. Don’t take their word for it or trust that their deal 
closings in your industry mean they actually “get it.”  Invite them for 
a tour of your place. Get on a Zoom call. Ask them questions; see what 
questions they ask you. You know your industry; make sure they do 
as well, or that lack of expertise will handicap your company’s sales 
process.  

Resources / Team / Network – Find out what else they 
bring to the table besides themselves.  Are they part of or do they have 
a team they work with on deals? Can they access systems to help with 
valuation, due diligence, and closing?  What about their network of 
contacts? Will it help find buyers and arrange other services needed 
to close the deal?  The right advisor will bring the tools you now know 
you’ll need.   
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Process – Have them walk you through their process.  You 
will notice that their sales process may be a bit more sophisticated 
than the process you’ve followed to buy other SMBs.  Make sure you 
understand the process and know what to expect.  Ensure you under-
stand how they will communicate and interact with you and when you 
will be actively involved versus when they will be operating autono-
mously on your behalf. 

Related Services – Many advisors also provide other ser-
vices.  Valuation services.  Escrow or closing services. Transition ser-
vices.  Tax advice. And others. Have them (as part of the process re-
view) talk you through what other services they or a partner can pro-
vide so you don’t have to shop for them.  Remember, just like the 
buyer’s broker may not be the best exit advisor, the external resources 
you used for the smaller deals you completed may not be the right 
resources to sell your now substantially larger company. As discussed 
above, the right advisor should be able to help make those connec-
tions.  

“Fit” – Just like this was a factor for evaluating the compa-
nies you sought to acquire, ensuring that this advisor is a good fit for 
you and your company is equally important.  Do they share the same 
values as you and your company?  Do they want a sale no matter what, 
or do they want to get the right buyer for you and preserve the legacy 
you have so carefully fostered over the years and have been cultivat-
ing in your business even as you grew it? Remember the broker hor-
ror story I shared in Chapter 4. You don’t want to be that owner work-
ing with that broker.  

Cost – Get multiple quotes.  Get a range of what their assis-
tance will cost you.  Then, pick the advisor you feel most comfortable 
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with and, if their cost is out of the range you’ve received from others, 
negotiate the rates with them.  And if they don’t negotiate their rates, 
you have to decide whether you are okay paying more for the advisor 
you want or whether another cheaper advisor is acceptable. Remem-
ber, you will only be selling this company once.  Your choice will have 
a significant impact on its success. 

Engagement Agreement – Naturally, you will want to get 
their engagement agreement reviewed by your attorney. But before 
you do that, have THEM walk you through the engagement agree-
ment and tell you what’s in it and what they believe it says.  This tests 
for two things: (1) Do they truly know what they are promising to do 
and not do, and what you are being asked to do and not do? (2) Do 
their explanations make sense to you? This tells you how helpful they 
will be when they receive complex documents from potential buyers 
and need to explain those to you.  Are they contract savvy, or are they 
just salespeople?  Contract savvy is required for your company’s size 
during this process stage. 

Licenses – Ask the advisor whether they need a license to 
perform their services.  In many states, for example, a business bro-
ker has to have a license from the state to act as an intermediary for 
selling a business.  Ensure the person or firm you will work with is 
properly licensed. Your deal attorney may also help ensure you get 
the correct information in response to this question. 

Certifications and Related Experience – In the military, 
we used to call them “scare badges.”  Those were the certifications 
where you qualified as an “expert” with a rifle or with grenades or 
where you qualified to parachute out of airplanes or zip down a rope 
out of helicopters. The advisor realm is no different.  If they have a 
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series of cool acronyms after their name on their business card or 
their LinkedIn profile, have them tell you what each one is for and 
what they had to do to earn it.  Then ask yourself, “Am I impressed?”  
Seriously. 

Professional Organizations – While many professional 
organizations exist for brokers, advisors, and bankers, remember that 
membership in one of these organizations is a good indicator of some-
one’s dedication to their craft. It is NOT an automatic indicator of 
quality or professionalism.  Like the certifications above (many of 
which are offered by these organizations), professional organization 
membership is just one indicator you should consider when choosing 
an advisor. 

Leveraging Your Past M&A Efforts to Streamline 
Your M&A Exit 

Most business owners have never done an acquisition. How-
ever, if you have been building your business through acquisition us-
ing the process in this book, you are ahead of most SMB business 
owners. Let’s count the ways: 

• Knowledge of Process – you have been through the 
process and know what it takes to buy and integrate a 
company into your own.  This same knowledge will help 
you prepare your company for sale and understand what 
a potential buyer will need to know about your company 
for their integration process. 

• Use of Advisors – you understand that the process re-
quires the assistance of specialized advisors such as attor-
neys, accountants, and tax advisors, not to mention the 
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knowledgeable participation of key people within your 
company. For the sale of your company, you now know 
what to expect from those advisors when you are the 
seller. 

• Handling Due Diligence – you know how due diligence 
works, having done it at least a few times for deals of your 
own.  You know what kinds of information to prepare, and 
your team knows how to present it to a buyer’s diligence 
team. 

• Preparation of Materials – you know what infor-
mation needs to be examined and the best or most effi-
cient way to prepare or present those materials to the 
buyer.  You will have these ready to go for the sale of your 
company and be able to accelerate the process.  

• Understanding Deal Structure – you’ve structured 
several deals of your own, learned how deal structuring 
works, and know what you are willing to accept and why. 

• Understanding Deal Structure Tax Implications – 
you’ve also worked with sellers and their tax advisors 
through objections to deal structures for tax reasons. You 
now know how to consult your tax advisors to ensure that 
your taxes on sale are minimized as well. Your advisor 
should be focused on post-tax sale proceeds, not just the 
total price. 

• Handling Objections – you’ve heard many objections 
and made quite a few of them yourself.  You are so well 
informed about how deals work that now you know how 
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to work through objections to develop win-win solutions 
to keep a deal on track.  

With all of these hard-earned skills and experience, you 
should be able to nail the sale of your business.  Depending on the 
potential buyer being an appropriately sophisticated buyer (which 
you will have if you now have EBITDA over $2M/year), it should be 
faster and more efficient than anything else you have done and even 
more satisfying than anything else you have done to this point. 

Handling the Sale 
The first step in handling the sale process, like when you were 

the buyer, is solidly valuing your company. By now (following the dis-
cussion in Chapter 2), you have also consulted with a wealth advisor 
and a tax advisor, so you know how you want the deal structured to 
minimize your taxes and maximize your payout. This includes what 
you will or will not accept from a price and terms perspective. Recall 
the adage about price and terms from Chapter 6 and realize you are 
now on the other side of that expression. Consider how each potential 
buyer might want to structure a deal, and you will be well-prepared 
for negotiations. 

Be proactive. Don’t wait for anyone to get the ball moving.  
You know what must be done and what the buyer wants to see. Get it 
staged before they even ask for it.  This accomplishes two strategic 
objectives:  

• It tells the buyer you are a sophisticated seller and well-
organized.  You are not to be trifled with. 
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• It shortens the process and makes everything faster.  Once 
a buyer is on the hook, you want them to go through due 
diligence expeditiously and get straight to the closing table 
with their checkbook.  They might ask you for something 
that you haven’t prepared before, but you will have your 
advisor and your experience to help you get the proper re-
sponse assembled faster and more accurately than an in-
experienced seller. 

Make sure your team is prepared. They should already know 
what has been prepared and staged, and they should already know 
what questions are likely to be asked.  If you are one or two steps 
ahead of the buyer every step of the way, that buyer will be much more 
confident about the business they are buying.  Most sellers don’t 
properly prepare and stumble through the process.  This is a yellow 
flag, especially for a sophisticated buyer.  The folks who write big 
checks, the ones you’ve embarked on this journey to attract, are pri-
marily interested in strong, well-organized sellers.  Your sales process 
will be fast and efficient if you are that seller. 

You have been through multiple sales transactions and seen 
various sales documentation. You will better understand the docu-
ments you’ll likely see in this sales process. Even documents you may 
not have seen before will be clearer because you know the process 
front to back. Even though the document preparation is on the other 
side of the table from you, you’ll grasp and appreciate the concepts 
presented in the deal documents faster than before you started on 
your acquisition spree. 
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Employment or Consulting Services Agreements 
If it wasn’t before, by this point, your company is an EBITDA 

company, and you are an EBITDA owner. You will likely be paid at 
closing and walk out with a check, a smile, and no further obligation 
to your business. But be prepared to stick around briefly to assist with 
any transition. If your transition time is ninety days or less, be ready 
to do that time for free.  Alternatively, you may receive the same kind 
of longer-term employment or consulting agreement that you offered 
to one or more of the owners whose companies you acquired. 

If the offered price for your company from the right kind of 
buyer is somewhat less than you wanted, or especially if the buyer 
wants an earnout provision, propose that you stick around for some 
time under an employment or consulting services agreement.  You 
can remain in place or be “on-call” to assist and have a portion of the 
purchase price paid to you as employment or contractor compensa-
tion. This might also help you ensure the company continues to per-
form at high levels and that the integration of your company is han-
dled correctly.  

For an earnout, which we discussed in more detail in Chapter 
6, this helps you attain the performance goals that will earn you the 
maximum amount of that earnout. Suppose you stay on as an execu-
tive or consultant for some time and can push your company toward 
goals that justify more significant compensation. In that case, you can 
also work in extra incentive pay or performance bonuses to help push 
the overall purchase price even higher. Ensure that any earnout or 
bonus provision includes clear, attainable criteria you are confident 
will be achieved. 
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For these agreements, ensure the terms are clear and provide 
you with appropriate compensation levels.  The terms should include 
duration, compensation, time requirements, duties and responsibili-
ties, expected outcomes, termination provisions, buyout provisions, 
and anything else your attorney or financial advisors recommend.  

Be sure to cover these agreements with your tax advisor to un-
derstand the impact of that agreement on your taxes. Remember that, 
in many cases, a consulting or service agreement executed as part of 
a sale of a company can be counted as part of the compensation paid 
for the business. That means they may be subject only to capital gains, 
not regular income tax.  

Be sure that any employment or services agreement has an 
explicit buy-out provision.  Think of it like you’re an NFL coach or a 
public company CEO with a pre-negotiated severance agreement.  If 
they send you packing prematurely, they must pay you to leave.  Be 
sure it covers the entire base pay or compensation in the contract plus 
all or at least a reasonable or carefully calculated portion of the incen-
tive compensation.  Make sure that terminating your contract early 
does not produce an unearned windfall for the buyer.  They need to 
be held to the total contract price they would have paid if they’d kept 
you on for the entire term. This must be the case regardless of 
whether you are an employee or a contractor. 

Moving On 
Once the deal is closed, you should keep the following items 

in mind. 

Follow-Up After the Close – Remember all those adjust-
ments and follow-up payments or holdback payouts you dealt with 
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when you were the buyer and had sellers pressing to ensure you pro-
cessed them correctly?  Now it’s your turn.  Ensure you know pre-
cisely when and how much your payouts are.  Have your advisor as-
semble a schedule for you and get your assistant to put it on your cal-
endar.  Get every adjustment and payout you are entitled to, and 
watch that nothing falls through the cracks. 

Avoid the Urge to Look Back – The first time I turned a 
family home into a rental unit, I had a tough time watching as the 
tenants took care of the house, but not nearly like my family and I had 
before renting it. I soon learned it was no longer mine like it had been.  
I had to let go and trust my property manager to ensure that the value 
of my asset (not my home) was maintained correctly.  When you sell 
your company, you need to do the same thing.  Don't look back once 
the company is sold and you are out of the business.  You have been 
fully paid for it and no longer have any control over it.  You have to 
let it go. 

Focus on the Future – Before starting the sales process, 
envision what’s next for you. If you don’t, don’t start selling until you 
do.  You need a next step, or either the urge to look back will be un-
bearable, or you will feel lost and risk depression. Sit down with peo-
ple close to you, reflect, think about what you want to do next, and 
focus on that.  If you have a “life after my company” plan, then you 
can focus on that instead of constantly looking over your shoulder and 
wincing when they’re not doing things the way you would. 

And if you do come back to the business world, re-read this 
book and do it all again. 
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CONCLUSION 

Chances are you picked up this book because it might be time 
(or almost time) to sell your company.  Maybe you’ve been building 
your company for years and felt it was time to do something else. Per-
haps you had a change in your life and knew it was time to get out. 
Maybe you saw something new and exciting and wanted to do that. 

Then you went to see how much your company would be 
worth if you sold it and were disappointed. Maybe you even put it on 
the market and couldn’t find a suitable buyer or the offers were much 
lower than expected.  Rather than just accepting that fate, you started 
looking around. That’s when you found and are now finishing reading 
Acquire Before You Exit.   

What’s next? Follow the steps.   

1. Assess your company and get it ready. What do you 
need to do to be prepared to do some acquisitions?  Are 
there any changes to your organization that you should 
make before you get started?  Do you need to update your 
organizational documents?  Get your house in order be-
fore you start. 



Acquire Before You Exit 

Book Reviewer Edition - 232 

2. Develop your acquisition strategy.  Figure out what 
you want to buy and why. Look for ways to be creative. 
Come up with a comprehensive acquisition strategy to 
help you build your company so it is irresistible to buyers. 

3. Find your targets.  Do some research.  Find companies 
that fit your acquisition strategy and learn more about 
them.  Prepare and prioritize a list. 

4. Assemble your team and prepare plans and docu-
ments. Based on your strategy and planned targets, who 
do you need on the team from your current staff?  What 
external resources do you need? Review the tools in this 
book and make them fit your industry, strategic plan, and 
targets. 

5. Start making calls and having conversations.  Con-
tact the owners of your targets and start a conversation. 
When they’re comfortable, find out more about their busi-
ness. Get the information you need to decide whether to 
make an offer and how to structure it.  Execute an NDA if 
you need to. Then, craft an LOI with the most appropriate 
deal financing structure possible. 

6. Work the deal. Once you have that LOI in place, conduct 
due diligence that confirms the deal and its terms and pre-
wires everything for integration into your company. 

7. Integrate your purchase.  Lead your team to assemble 
it all using the information you learned during due dili-
gence.  While doing this, you should immediately move on 
to your next purchase. Keep the momentum going with 
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sequential and simultaneous deals smartly aligned with 
your team’s available capacity. 

8. Rinse and repeat.  Keep going until you’ve built your 
company up through acquisition to the point where you 
will have people coming to you with offers you never 
thought you’d see. 

This book provides you with all the detailed instructions, cre-
ative solutions, tools, and templates you need to succeed in this quest. 
Once you’ve built your company, it also provides a guide for selling it 
for a premium, using professional advisors and the knowledge you 
gained from making your acquisitions. 

You may need additional assistance besides the lessons and 
resources in this book.  But rest assured, those professionals are out 
there and ready to help you be successful.  Getting their aid is only a 
phone call or email away. 

So, good luck with your quest.  Leave a review for this book if 
you liked it and found it helpful.  Feel free to contact me directly with 
additional questions or feedback or to get assistance through the site 
where you acquired it or on my company website at https://nav-
vee.com.  If you are looking for direct advisory assistance with your 
exit, or you want help with buy-side advisor services you can also find 
me at https://tnma.com.  

Happy acquisitions! 
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Title: Keeping the Game Alive 

Congratulations! You're now equipped with the knowledge to 
hit your target exit valuation. It's time to share this wealth of infor-
mation with others. 

By leaving your honest review of this book on Amazon, you're 
not just sharing your thoughts; you're guiding other SMB owners to a 
resource that could transform their business journey. 

Your review is more than just words; it's a beacon for growth 
and success in the SMB community. You're helping to keep the spirit 
of knowledge-sharing alive, and for that, I'm incredibly grateful. 

Thank you for being a part of this mission. Together, we're 
making a difference in the world of business acquisitions. 

Scan the QR code below to leave a review: 
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RESOURCES 
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Company Types and Organizational Documents 
 

En1ty Type Document 
Type 

Descrip1on 

CorporaBon ArBcles of 
IncorporaBon 

A document that establishes 
the existence of a corporaBon 
in the state and includes basic 
informaBon such as the 
corporaBon's name, purpose, 
and structure. 

CorporaBon Bylaws Internal rules governing the 
management and regulatory 
procedures of a corporaBon. 

CorporaBon Shareholders' 
Agreement 

A contract among the 
shareholders of a corporaBon 
outlining the rights and 
obligaBons of the shareholders. 

LLC ArBcles of 
OrganizaBon 

A legal document filed with the 
state that formalizes the 
creaBon of a limited liability 
company (LLC) and includes 
details like the business name 
and the names of its members. 

LLC OperaBng 
Agreement 

An agreement among LLC 
members governing the LLC's 
business, and members' 
financial and managerial rights 
and duBes. 

Partnership Partnership 
Agreement 

A contract between partners 
that outlines the terms of the 
business relaBonship, including 
contribuBons, profit sharing, 
and management duBes. 
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En1ty Type Document 
Type 

Descrip1on 

Sole 
Proprietorship 

Business 
License 

A permit issued by the 
government allowing 
individuals to operate a 
business under their own name 
or a trade name. 

S CorporaBon ArBcles of 
IncorporaBon 

A document that establishes 
the existence of a corporaBon 
in the state and includes basic 
informaBon such as the 
corporaBon's name, purpose, 
and structure. 

S CorporaBon IRS Form 
2553 

A tax form filed with the IRS to 
elect S corporaBon status, 
which allows corporaBons to 
pass corporate income, losses, 
deducBons, and credits to their 
shareholders. 

S CorporaBon Bylaws Internal rules governing the 
management and regulatory 
procedures of a corporaBon. 

S CorporaBon Shareholders' 
Agreement 

A contract among the 
shareholders of a corporaBon 
outlining the rights and 
obligaBons of the shareholders. 

Nonprofit ArBcles of 
IncorporaBon 

A document that establishes 
the existence of a nonprofit 
organizaBon and includes 
informaBon such as the 
organizaBon's name, purpose, 
and structure. 
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En1ty Type Document 
Type 

Descrip1on 

Nonprofit Bylaws A set of rules adopted by a 
nonprofit organizaBon to 
control the acBons of its 
members and the management 
of the enBty. 
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Target (Lead) Research Systems and Services 
Note that this is only a short list of some of the systems and 

service providers available and that listing them here is not an en-
dorsement of any of them.  Everyone processes data a little bit differ-
ently and has their own preferences, so having plenty of options is 
important. Take a look at several of these (and maybe others as well) 
before you decide on one to use.  Remember, if you are using a broker 
to help with acquisitions, find out what they have access to before you 
buy or subscribe to any of these.  

1. PitchBook - (https://pitchbook.com/)- Provides comprehen-
sive data on the private and public markets to help professionals 
discover and execute opportunities with detailed information on 
companies, including their financials, valuations, and more.  Ex-
pensive and caters more to larger companies. 

2. Crunchbase Pro - 
(https://www.crunchbase.com/products/crunchbase-pro ) - Of-
fers detailed information on companies, including investment 
and funding data, founding members, and news about startups, 
as well as tools for market analysis. Inexpensive for single user 
licenses and has good information, but limited on the number of 
records you can download in a month. 

3. Mergermarket - (https://www.mergermarket.com/ ) - A 
global provider of M&A data and insights, which specializes in 
providing forward-looking intelligence and deal flow opportuni-
ties.  



Acquire Before You Exit 

Book Reviewer Edition - 240 

4. CB Insights - (https://www.cbinsights.com/) - A tech market 
intelligence platform that analyzes millions of data points on 
venture capital, startups, patents, partnerships, and news men-
tions to help predict technology trends. 

5. Bureau van Dijk - A Moody's Analytics Company - 
(https://www.bvdinfo.com/) - Offers detailed company infor-
mation and business intelligence with a comprehensive database 
for private company data and M&A deals. 

6. D&B Hoovers - (https://www.dnb.com/products/marketing-
sales/dnb-hoovers.html) -  Provides sales leads and sales intelli-
gence data on over 120 million companies like prospects, com-
petitive analysis, and analytics. 

7. Statista – (https://www.statista.com/) -  Provides statistics and 
studies from more than 22,500 sources, which can be used to 
gather market and industry data for potential acquisition analy-
sis. 

8. Factiva – (https://professional.dowjones.com/factiva/) - Offers 
global news and data on industries, companies, and business 
leaders, which can be leveraged to conduct research on potential 
acquisition targets. 

9. S&P Global Market Intelligence – 
(https://www.spglobal.com/marketintelligence) - Offers finan-
cial news, data, and analytics, which can be used to research and 
identify potential acquisition targets across various industries. 

10. IBISWorld – (https://www.ibisworld.com/) - Offers a vast col-
lection of industry reports and market research, which can be 
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instrumental in identifying potential acquisition targets within 
specific sectors. 

11. Frost & Sullivan – (https://www.frost.com/) - Provides mar-
ket research and analysis, growth strategy consulting, and cor-
porate training, which includes identifying and researching com-
panies and industries. 

12. The Economist Intelligence Unit (EIU) – 
(https://www.eiu.com/) - Offers forecasting and advisory ser-
vices to provide insights and analysis on industries, companies, 
and countries, which can aid in identifying acquisition opportu-
nities. 
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Model Due Diligence Checklist 

Introduction 
Search the internet for due diligence checklists related to mer-

gers and acquisitions (M&A), and you will find at least a dozen to 
choose from.  They’re published by lawyers, accountants, business 
brokers, investment bankers, M&A software companies, business 
consultants, and exit advisors.  Most of the information that is being 
reviewed is the same across the majority of the checklists.  Only those 
checklists that are specific to a particular industry (i.e., aviation, soft-
ware development, cannabis, etc.) have special items that no general 
checklist has.  You SHOULD seek out supplemental checklists 
made for your industry, especially if you are in a specialized 
industry.  Use those specialized checklists in addition to this more 
general checklist.  

Intended as a general checklist that works across multiple in-
dustries, the following list is an amalgamation of eight different 
checklists (citations to the source lists are contained at the end of the 
checklist) that have been sorted, deduplicated, and simplified as 
much as possible for this book.  Even so, there are still several areas 
on this checklist that are repetitive of other portions of the list.  That 
is purposeful.  Some items that you (or your team) will examine affect 
the picture or story of the company you are looking into acquiring in 
several different ways.  Having those same materials appear in differ-
ent parts of the list helps emphasize their importance to the overall 
review process. 
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As you are preparing for your acquisition process, you and 
your team should review this checklist, supplement it with additional 
information that comes from a checklist that is specific to your indus-
try, add other areas of examination requested by either your internal 
or external team, and carve out or eliminate areas that may not be as 
important or even necessary to the types of companies you are look-
ing to acquire.  Remember that every purchase is unique and may re-
quire reviewing your custom version of this checklist each time you 
start a due diligence process.  A strong foundational list will make that 
part of the process much less time-consuming. 

Corporate Organization & Ownership 
This part of the due diligence list encapsulates a thorough in-

vestigation into a company's corporate organization and ownership, 
detailing the composition of its leadership, structural intricacies, and 
historical evolution. It includes a deep dive into the records of stock 
and shareholder specifics, legal and strategic documents outlining the 
company's core competencies, and any potential for growth through 
acquisitions. This list also scrutinizes legal compliance through or-
ganizational documents and minute books, while considering addi-
tional factors such as partnerships and asset distribution.  

Corporate Information 

1. List of current officers and directors, including the history of 
the management team. 

2. Comprehensive organization chart detailing the structure of 
the company and its subsidiaries. 
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3. Corporate history, including founding details, evolution of 
service offerings, location changes, ownership changes, acqui-
sitions, divestitures, and financial history. 

4. List of all subsidiaries and significant non-subsidiary invest-
ments, including details on shares, interests, and voting 
rights. 

5. Description of transactions with insiders such as stockhold-
ers, directors, officers, employees, or affiliates. 

Ownership Details 

1. Detailed records of stock, options, and warrants issuances or 
grants. 

2. Complete list of shareholders with share counts, issuance 
dates, and consideration received. 

3. Documentation of all shareholder agreements, voting agree-
ments, trusts, proxies, rights, and ownership-related matters. 

4. Copies of agreements related to stock transfer restrictions, 
registration, repurchases, redemptions, exchanges, conver-
sions, and preemptive rights. 

5. Stock books and recent communications to shareholders, in-
cluding quarterly and annual reports within the past five 
years. 

Corporate Strategy 

1. Outline of the company's core competencies and strategic al-
liances. 
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2. Detailed synergies expected from acquisitions, categorized by 
cost reductions and potential revenue increases. 

3. Analysis of how the company's products, personnel, and geo-
graphic coverage align with potential acquisitions. 

Legal and Corporate Documents 

1. Organizational documents for the company and each subsidi-
ary, including certificates of incorporation, by-laws, partner-
ship agreements, and LLC agreements. 

2. Review of minute books, including board and shareholder 
meeting minutes and written consents. 

3. Analysis of all acquisition agreements and related govern-
ment filings. 

4. Examination of all publicly filed documents and press releases 
issued by the company. 

5. Internet searches and media article reviews concerning the 
company and industry. 

6. Summaries of corporate history, including mergers, acquisi-
tions, and divestitures. 

7. Obtain and review certificates of status/good standing for the 
company. 

8. Conduct a corporate review of the minute books focusing on 
the validity of major corporate actions. 

9. Obtain a list of jurisdictions where the company is or should 
be qualified to do business and conducts operations, including 
employee and property details. 
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Additional Considerations 

1. Review partnership or joint venture agreements, if any. 

2. Perform asset searches in jurisdictions where principal assets 
are located. 

3. Analysis of the number of shares outstanding and documen-
tation of private equity issuances. 

4. Summary of warrants, convertible notes, and any rights enti-
tling the holder to obtain equity. 

Environmental 
The environmental due diligence list is a thorough investiga-

tion into a company's environmental compliance, encompassing in-
terviews with stakeholders, examination of violations and permits, 
assessment of hazardous substances management, and review of 
safety programs. It aims to identify environmental liabilities, verify 
adherence to regulations, and evaluate the impact of the company's 
operations on the environment, which is essential for risk manage-
ment and sustainable practices. 

1. Interviews with past and present owners, operators and occu-
pants 

2. Copies of any violations, complaints or requests for infor-
mation regarding environmental, workplace safety and health 
(from private parties or governmental authorities) 

3. Historical sources of information (i.e. aerial photographs, fire 
insurance maps, chain of title documents, and land use rec-
ords) 



Acquire Before You Exit 

Book Reviewer Edition - 248 

4. Federal, state, local and tribal government records 

5. Records concerning adjoining or neighboring properties 

6. Permits and records relating to environmental matters such 
as underground storage tanks, air quality, water use, 
solid/liquid wastes and hazardous waste storage or disposal 

7. Any records of environmental cleanup liens 

8. Listing of hazardous substances (i.e. asbestos, pesticides or 
petroleum products) and any intentional or accidental 
spills/releases of the material 

9. Details on workplace safety and health programs 

10. Description of any toxic chemicals used in production and 
manner of storage and disposition. 

11. Description of any Environmental Protection Act, Toxic Sub-
stances Control Act or other investigation or claim. 

12. Environmental surveys, site assessments or reports (includ-
ing copies of any Phase I and Phase II reports) concerning any 
real property currently or formerly owned or leased by the 
Company. 

13. Environmental, health and safety compliance verification re-
ports (e.g. compliance audits) and quality assurance docu-
ments. 

14. Copies of any internal reports or memoranda prepared by the 
Company or third parties relating to hazardous materials, 
health and safety or other environmental matters. 
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15. Correspondence, memoranda, notes or notices of violation 
from foreign, federal, state or local environmental, health and 
safety authorities. 

16. Any "potentially responsible party" letters or other similar no-
tices or requests for information from any governmental or 
regulatory authority. 

17. Identify where finished product, inventory and raw materials 
are being stored. 

18. Identify methods of waste disposal: paperboard waste; haz-
ardous waste; effluents. 

19. Determine whether they are any drums or waste buried on 
project premises. 

20. Determine whether any projects are subject to an environ-
mental compliance schedule, consent order or administrative 
order and whether any project received notice that it is not in 
compliance with applicable environmental laws. 

21. Determine if any projects operate under an air or water pollu-
tion permit. Determine if any projects have underground 
tanks. If so, obtain a description of them including age. 

22. Provide general information about the age of the project(s), 
former operations, prior land use, prior owners to the extent 
possible. Determine whether any environmental audits or as-
sessments have been done. If so, obtain copies of reports. 

23. Describe the status of the environmental clean-up efforts in 
progress. 



Acquire Before You Exit 

Book Reviewer Edition - 250 

24. Determine what steps have been taken to ensure compliance 
with the Environmental laws. 

25. Determine environmental problems, and what the Company 
plans to spend between (dates) on environmental matters. 

26. Schedule of Hazardous Materials stored, manufactured or lo-
cated at any facility of the Company either now or in the past, 
or that the Company ships or transports (Hazardous Materi-
als means any substance or any material containing a sub-
stance that could be considered toxic or hazardous under Fed-
eral or state law, including solvents, petroleum, pesticides, 
paints, asbestos containing materials, lead based batteries, ra-
dioactive materials and PCB containing transformers.) 

27. Schedule of chemicals, toxic substances or air contaminants 
which are regulated by OSHA present in any facility of the 
Company. 

28. Schedule of any incidents involving the release of a potentially 
hazardous amount of any carcinogen into, or presence of as-
bestos in, the workplace. 

29. Schedule of all instances in the past in which the Company has 
corrected unsafe working conditions. 

30. Schedule of all the facilities of the Company that discharge 
waste into any body of water, stream or any sanitation sys-
tems. 

31. Schedule of all permits or approvals obtained from any gov-
ernmental body responsible for environmental or health reg-
ulation. 
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32. Schedule of all occasions in which a liquid or solid waste ma-
terial or any fuel or other Hazardous Material was accidentally 
or intentionally spilled or released. 

33. Any notices of violation or requests for information that have 
been received or threatened at any time for alleged failure of 
any facility to comply with applicable air pollution laws or 
with any air quality permit. 

Financial  
The financial due diligence list is a rigorous assessment of a 

company's financial health and sustainability, focusing on verifying 
the accuracy of cash balances, receivables, and inventory valuation. It 
includes a review of fixed assets, existing liens, and capital expendi-
ture plans, alongside a detailed examination of financial statements, 
auditor reports, and cash flow forecasts. The list also scrutinizes lia-
bilities, potential losses, and compliance with financial regulations, 
ensuring a comprehensive understanding of the company's financial 
operations, obligations, and profitability. This process is vital for 
evaluating the financial viability and future prospects of a business, 
forming the backbone of informed investment and management de-
cisions. 

Assets 

1. Obtain bank statement for the past three years. Verify bank 
reconciliations for all bank accounts with significant cash bal-
ances. 
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2. Obtain detailed accounts receivable and notes receivable ledg-
ers or records, including aging schedules and information on 
allowances for doubtful accounts. 

3. Determine days of receivables outstanding, valuation meth-
ods, and bad debt probability. Ensure you understand how 
those outstanding accounts will be paid current. 

4. Review inventory items, valuation methods, and discuss the 
obsolescence reserve. 

5. Obtain current fixed asset listings, depreciation calculations, 
and appraise the value of significant fixed assets. 

6. Ascertain the existence of any liens against company assets 
and obtain any maintenance agreements on company equip-
ment. 

7. Discuss plans to close, relocate, or expand facilities and the 
need to replace assets. 

8. Itemize all capitalized research and development or software 
development expenses. 

9. Determine the value of any net operating loss carryforward 
assets. 

10. List all owned or leased properties, including details on sales 
and purchases of major capital equipment in the last three 
years. 

11. Obtain copies of all lease agreements for equipment and real 
estate, including deeds, appraisals, mortgages, leases, sur-
veys, title policies, use permits, and other relevant documen-
tation. 
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12. Provide a schedule of owned and leased fixed assets, including 
description, date acquired, value, and location. 

13. Describe practices regarding inventory aging, valuation, ob-
solescence, and any methodology changes. 

14. List any security interests in personal property, including 
UCC filings. 

Audits 

1. Arrange a due diligence meeting with the auditors (or at least 
the CPA that handles the books or taxes for the target com-
pany) to review financial statements, forecasts, accounting 
policies, auditor-management relationships, internal con-
trols, and post-audit results. 

2. Discuss the nature and scope of the auditors'/accountants’ re-
view of financial statements and forecasts. 

3. Review any supplementary financial or management reports 
or letters to management prepared by the auditors. 

Cash Flow 

1. Construct a cash flow forecast for the next six months and re-
view the trend line of working capital. 

2. Categorize working capital by segment, product line, and cus-
tomer. 

3. Determine historical and projected capital expenditure re-
quirements. 
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General 

1. Confirm seller’s financial performance by examining histori-
cal and interim financial statements, including significant ac-
counting policies. 

2. Review management letters or special reports by auditors and 
any responses. 

3. Provide detailed aging schedules for accounts receivable and 
payable. 

4. Describe critical accounting policies, revenue, and cost recog-
nition methods. 

5. List fixed assets and provide a detailed description of any off-
balance sheet arrangements. 

6. Describe any non-GAAP financial measures and provide rec-
onciliations to GAAP. 

7. Obtain all business plans, including summaries of ongoing or 
proposed capital expenditures. 

8. Provide financial statements for the target and branches, in-
cluding unaudited financial statements for comparison. 

9. Summarize any cash management controls, investment poli-
cies, and hedging policies. 

10. Provide reports reflecting all aged accounts receivable trial 
balances. 

11. List debts, agreements, or arrangements expected to result in 
a loss to the target. 
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12. Provide a current listing of standby letters of credit, perfor-
mance bonds, and guarantees. 

13. Investigate any auditor resignations, continual changes in ac-
counting methods, complex business arrangements, and loan 
covenant targets. 

14. Review insider stock sales, internal audit scope restrictions, 
end-of-month sales patterns, and regulatory warnings. 

Instruments 

1. Summarize all outstanding debt, derivative instruments, and 
financing arrangements. 

2. Provide copies of all financing agreements, including loan and 
credit agreements, mortgages, promissory notes, and related 
correspondence. 

Liabilities 

1. Review current accounts payable and terms of any lines of 
credit or other debt agreements. 

2. Verify wage and tax remittances and review the sufficiency of 
accruals. 

3. Obtain copies of all unexpired purchasing commitments. 

4. Investigate potential warranty, environmental, legal, and reg-
ulatory non-compliance issues. 

Miscellaneous 

1. Provide documentation on restrictions or encumbrances on 
assets. 
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2. Summarize the target's compliance program and applicable 
regulations. 

3. List and summarize all pension plans, benefits, compensation 
policies, and incentive stock option plans. 

Profitability 

1. Obtain audited financial statements and tax returns for the 
last three years, and monthly financial statements for the cur-
rent year. 

2. Determine profitability by product, customer, and segment, 
and review revenues and profits per employee. 

3. Analyze direct materials expense as a percentage of revenue 
and trends in revenues, costs, and profits. 

4. Review the company's budget projections and compare past 
budgets with actual experience. 

Property and Real Estate 

1. List all business locations, including owned or leased property 
details. 

2. Summarize deeds and provide copies of all related title papers 
for owned real estate. 

3. Provide lease agreements and agreements related to the pur-
chase or sale of real property. 

4. List real property owned by the Company, including docu-
ments of title and outstanding leases. 
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Securities Issuances 

1. Provide copies of equity and debt financing documents, in-
cluding stock purchase and convertible debt agreements. 

2. Summarize stock option or purchase plans and related agree-
ments. 

Supplier and Contractor Relations 

1. List the top suppliers for the past three years and provide ma-
terial contracts. 

2. Summarize policies and procedures for evaluating and 
onboarding new suppliers or contractors. 

Tax 

1. Analyze tax returns, tax structure, and any audit adjustments 
proposed by the IRS. 

2. Provide documentation around tax liens, settlements, and any 
tax provision work papers. 

3. Evaluate the effect of changes in tax laws on the future opera-
tion of the business and assess potential tax liabilities. 

Governmental Regulations and Filing 
The governmental regulations and filings due diligence list 

scrutinizes a company's compliance with regulatory requirements, 
encompassing inquiries, permits, licenses, and contracts with gov-
ernmental bodies. It reviews the company's historical and current fil-
ings, correspondence with regulatory agencies, and any potential an-
titrust issues. This process ensures the company's operations align 
with legal standards and anticipates renewal needs for ongoing 
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regulatory adherence, which is crucial for risk management and op-
erational integrity. 

1. Summary of material inquiries by any foreign, federal, state 
or local governmental agency. 

2. Copies of all contracts between the Company and any foreign 
or domestic government (including regulatory bodies and 
other agencies with governmental authority). 

3. Status of foreign and domestic government contracts subject 
to renegotiation. 

4. Material foreign and domestic governmental permits, licenses 
and certificates which the Company holds and current status. 

5. List and description of all permits necessary for the Company 
to operate its business in the ordinary course. 

6. Material filings made and significant correspondence by the 
Company with any state, federal or foreign governmental or 
regulatory agencies since the Company's inception. 

7. Any franchise filings and all material correspondence relating 
to the filings. 

8. Copy of the company's compliance policy and written stand-
ards of conduct 

9. Copies of any governmental licenses, permits or consents 

10. Any correspondence, citation, notice or documents relating to 
any proceedings of any regulatory agency 

11. Any documents filed with the SEC or any state or foreign se-
curities regulatory agency (if applicable) 
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12. Any material reports to government entities and agencies (in-
cluding the EPA and OSHA) 

13. Analysis of potential antitrust issues (if applicable) 

14. Review the company's correspondence with the Securities and 
Exchange Commission, any national exchange, or state secu-
rities commission, other than routine transmittals, for the 
past five years. Determine if there are or were any enforce-
ment or disciplinary actions or any ongoing investigations or 
suggestions of violations by any of these entities.   

15. Review any correspondence during the past five years with the 
Environmental Protection Agency, Federal Trade Commis-
sion, Occupational Safety and Health Administration, Equal 
Employment Opportunity Commission, or Internal Revenue 
Service. Determine if there are any ongoing investigations or 
suggestions of violations by any of these agencies.   

16. Review any required regulatory compliance and verify that 
necessary licenses and permits have been maintained, as well 
as ongoing filings and reports.  

17. If there is a General Service Administration schedule, when 
does it come up for renewal?   

18. Obtain copies of the most recently filed EEO-1 and VETS-100 
forms. Obtain copies of any affirmative action plans.  

19. Obtain copies of any open charges of discrimination, com-
plaints, or related litigation, or any such cases that have been 
closed within the past five years.  
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20. Permits for conduct of business, including licenses, fran-
chises, concessions and distributorship agreements. 

Human Resources 
The human resources due diligence list is designed to audit 

employee records, compensation structures, legal compliance, organ-
izational policies, and cultural dynamics. It aims to identify potential 
liabilities, ensure regulatory adherence, and assess the impact of cor-
porate transactions on the workforce. This thorough review is crucial 
for evaluating the company's human capital risks and aligning per-
sonnel strategy with business objectives. 

Employee Information and Agreements: 

1. Obtain comprehensive lists of all current and inactive employ-
ees, detailing compensation, employment history, demo-
graphic information, and job titles. 

2. Provide professional biographies for key employees, senior 
management, and board members. 

3. Summarize loan amounts and terms to officers, directors, or 
employees. 

4. Detail involuntary terminations within the past year, includ-
ing reasons and demographic information of those termi-
nated. 

5. Obtain all employment, severance, salesperson, director, and 
consulting agreements. 
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6. Collect all non-compete, intellectual property, confidentiality, 
and related agreements, including those for terminated em-
ployees. 

7. Obtain copies of union labor agreements and details of any la-
bor disputes or union activities. 

8. Provide copies of all employee manuals, policies, and hand-
books. 

9. Summarize current recruitment initiatives and employee re-
lations matters. 

Compensation and Benefits: 

1. Obtain copies of performance evaluation criteria, bonus 
plans, and compensation agreements. 

2. Summarize all benefits, compensation policies, and details of 
profit-related schemes. 

3. Provide copies of plan documents for all benefit plans, includ-
ing pension and retirement plans. 

4. List and summarize incentive stock option plans and out-
standing stock awards. 

5. Review accrued 401(k) benefits, pension plan documents, 
funding status, and fringe benefits. 

6. Obtain a list of former employees using COBRA coverage and 
executive perquisites. 

Compliance and Legal Matters: 

1. Conduct background investigations on principal employees. 
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2. Summarize litigation against the company brought by current 
or former employees. 

3. Detail any disciplinary proceedings, grievances, and investi-
gations by authorities relating to employment matters. 

4. Obtain copies of all labor or employment contracts and any 
labor board proceedings or outstanding grievances. 

5. Review documents relating to union employees' participation 
in any multi-employer pension plan. 

Organizational Structure and Policies: 

1. Obtain a copy of the organization chart and a management or-
ganization chart. 

2. Determine the number of states to which payroll taxes must 
be paid. 

3. Assess the adequacy of the labor supply for each operating di-
vision. 

4. Obtain detailed resumes of directors and top management 
personnel. 

5. Review corporate policy and employee manuals covering hir-
ing, employee benefits, regulatory compliance, and internal 
controls. 

Cultural Assessment: 

1. Documents covering company values, mission, vision, and 
shared beliefs. 

2. Conduct internal and external stakeholder interviews and fo-
cus groups. 
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3. Perform on-site visits for observation and employee question-
naires to gauge culture and sentiment towards potential mer-
ger/acquisition. 

4. Assess company practices for employee retention, training, 
indoctrination, recognition, and customer service levels. 

Miscellaneous: 

1. Review prior transactions between the business and insiders 
for fairness and propriety. 

2. Investigate the prior experience and reputation of manage-
ment and directors in the industry. 

3. Obtain copies of all personnel policies and a complete em-
ployee list. 

4. Analyze written employment contracts for terms and obliga-
tions. 

5. Obtain descriptions of all pending labor disputes or disputes 
within the past five years. 

6. Obtain sample employment applications and forms used for 
the evaluation of applicants. 

7. Obtain copies of any complaints, proceedings, or orders under 
applicable affirmative action or pay equity legislation. 

8. Obtain copies of Health and Safety reports and summaries of 
workers’ compensation claims. 

9. Summarize current vacation plans, paid leave, and other em-
ployee benefits. 
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10. Consider the impact of the transaction on key employee re-
tirement and labor supply. 

11. Obtain copies of Directors' and Officers' Questionnaires and 
all stock option and stock purchase plans. 

Information Technology (IT) 
The IT due diligence checklist focuses on evaluating the com-

pany's network infrastructure, system applications, data security, and 
compliance with licensing and export laws. It also reviews IT opera-
tional procedures, disaster recovery readiness, software usage, and 
the company's capacity for technological innovation and research de-
velopment. 

Infrastructure and Network: 

1. Assess if the company's IT and network environment is pri-
marily Windows-based and identify other supported plat-
forms. 

2. Provide a list of all company sites with network and e-mail 
connectivity, detailing the type of business, headcount, and 
circuit size at each site. 

3. List any additional company sites not connected to a WAN. 

4. Describe external connectivity, including remote access, part-
ners, vendors, firewalls, and third-party data connections. 

5. Detail the company’s website hosting environment, including 
location, server count, and service level agreements. 



Acquire Before You Exit 

Book Reviewer Edition - 265 

Internet 

The Internet portion of the IT due diligence checklist assesses 
the company's use of the Internet for internal operations, security 
measures like firewall integrity, the provision of technical support via 
the website, the tracking and application of website usage data, and 
the potential for operational cost reductions through enhanced online 
customer interactions. 

1. Does the company use the Internet for internal use as an in-
teractive part of operations? What functions are used in this 
manner?   

2. Has the company’s firewall ever been penetrated, and how 
sensitive is the information stored on the company network’s 
publicly available segments?  

3. Does the company provide technical support information 
through its Web site? 

4. Are Web site usage statistics tracked? If so, how are they used 
for management decisions?  

5. In what way could operational costs decrease if the company’s 
customers interacted with it through the Internet?  

Systems and Applications: 

1. Describe the company’s e-mail and calendaring systems. 

2. Identify internal business systems and applications sup-
ported, specifying the platforms they run on (e.g., Finance, 
HR, Sales, Operations, CRM). 
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3. Describe the security policies and procedures for the com-
pany’s website and web services, including firewalls and traf-
fic access points. 

4. Outline connections between the company’s website/web ser-
vices and the internal office network, including usage and 
traffic volume. 

Data Management and Security: 

1. Provide details of the company’s data backup solutions and 
disaster recovery processes. 

2. Confirm if the company’s website/web services use encryp-
tion. 

3. List third-party IT and network service providers and fulfill-
ment vendors. 

4. Describe the operational interactions with customers and the 
maintenance of those relationships. 

5. Detail the use of third-party software versus custom-built so-
lutions, including maintenance contracts and version status. 

6. Assess the extent of modifications to third-party systems and 
the impact on upgradeability. 

Compliance and Licensing: 

1. Evaluate monitoring of user computers for unauthorized soft-
ware and the security of software distribution. 

2. Determine the anticipated difficulty of integrating the com-
pany’s databases into the buyer’s systems. 
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3. Ensure there are adequate backup systems with offsite storage 
for corporate databases and individual computers. 

4. List the software used by the company and provide copies of 
licensing agreements. 

5. Detail any IT outsourcing agreements. 

Operational and Strategic IT Review: 

1. Assess current system usage, age, and the list of interfaces 
linking systems together. 

2. Document IT processes, including application development, 
operations, disaster recovery, security, and cost management. 

3. Gather information on the security and controls framework. 

4. Detail any past cybersecurity incidents, including hacks or 
breaches. 

5. Review the company’s research and development plans for 
anticipated changes and cost implications. 

Research, Development, and Compliance: 

1. Evaluate the effectiveness of research and development per-
sonnel and their capacity for technological innovation. 

2. Review royalty contracts for contingencies and verify terms 
with licensees. 

3. Assess professional affiliations of management or R&D per-
sonnel for potential competing technology claims. 

4. Ensure the company's exports comply with export control 
laws. 
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Insurance and Risk Management 
The Insurance and Risk Management due diligence checklist 

aims to evaluate a company's insurance coverages, claims history, 
risk management strategies, and potential uninsured exposures to 
ensure comprehensive risk mitigation and financial protection 
against liabilities. 

Insurance Policies and Coverage: 

1. Compile a schedule of all insurance policies or binders, in-
cluding types (medical, workers' compensation, disability, au-
tomobile, general liability, etc.), with deductibles, coverage 
limits, and significant terms. 

2. Indicate the name and address of all insurance agents, bro-
kers, and companies associated with these policies. 

Claims and Loss History: 

1. Prepare a schedule of insurance claims and provide a sum-
mary of the loss history for the relevant period. 

2. Analyze premium payments and detail any cancellations or 
denials of insurance during this period. 

Risk Management and Mitigation: 

1. Summarize self-insurance programs or other risk retention 
strategies currently in place. 

2. Compile a schedule of threatened or potential claims. 

3. Determine if there is a designated risk management officer 
and outline their job description. 
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4. Assess whether the company has an overall risk mitigation 
plan and how regularly it is updated. 

Insurance Review and Litigation: 

1. Review all corporate insurance policies, noting whether terms 
are for “claims made” or “claims incurred,” and document the 
amounts of deductibles. 

2. Investigate if aggregate insurance amounts have been ap-
proached or exceeded and any history of substantial premium 
adjustments. 

3. Evaluate the extent to which the company self-insures its ac-
tivities and identify any uninsured risks that may have been 
overlooked or ignored. 

Specialized Insurance and Financial Analysis: 

1. Review any key-man insurance policies and conduct a present 
value calculation of such policies. 

2. Examine contractor's, professional's, and site-specific liability 
insurance, including a description of the claims history. 

Intellectual property (IP) 
The Intellectual Property (IP) due diligence checklist is de-

signed to audit a company's IP assets, including patents, trademarks, 
copyrights, and related licenses. It also examines legal representa-
tions, IP management, any litigation or claims, and the protection of 
confidential information to ensure the company's IP portfolio is se-
cure and leveraged effectively. 
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IP Portfolio Overview: 

1. Compile a list of all foreign and domestic patents, patent li-
censes, trademarks, trade names, service marks, and copy-
rights held by the Company. 

2. Provide copies of all material agreements for licensing of 
Company technology to/from third parties. 

3. Describe the importance of existing patents and assess the ne-
cessity for additional patents. 

4. List proprietary processes controlled by the Company. 

Legal Representation and Management: 

1. Identify the law firm handling patent and trademark matters 
for the Company, including contact information. 

Detailed IP Assets and Agreements: 

1. Detail US and foreign patents and patent applications, includ-
ing dates of invention, application, issue, and all related pros-
ecution files. 

2. List US and foreign copyright (and mask work) registrations 
and applications, with relevant dates and documents. 

3. Catalog US and foreign trademarks, service marks, trade 
names, and domain names, including registration applica-
tions and relevant dates. 

IP Assignments and Licenses: 

1. Document all agreements where intellectual property is as-
signed or licensed to/from the Company, including with em-
ployees and contractors. 
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2. Note any correspondence regarding alleged or potential IP in-
fringement by the Company. 

Research, Development, and Confidentiality: 

1. Review any research and development or joint venture agree-
ments related to product, process, or technology. 

2. Examine nondisclosure agreements and other agreements re-
lating to the Company's intellectual property. 

Litigation and Claims: 

1. Describe any past, current, or pending IP threats, claims, or 
litigation involving the Company. 

Registration and Application Documentation: 

1. Schedule and provide copies of all intellectual property regis-
trations and pending applications. 

2. Document the chain of title records and review all current IP 
agreements, noting renewal dates. 

Revenue and Protection: 

1. Itemize all pending patent applications and determine annual 
patent renewal costs. 

2. Assess the current patent-related revenue stream and docu-
ment the patent application process. 

3. List all trademark and service mark registrations and applica-
tions, verifying the status of affidavits of use and renewals. 

4. Catalog all unregistered trademarks and service marks used 
by the organization. 
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Confidential Information and Competitive Advantage: 

1. Check for proprietary information marked as “confidential” 
and verify that Invention Assignment and Confidentiality 
agreements are executed by all employees. 

2. Obtain copies of all licenses of intellectual property where the 
company is the licensor or licensee. 

Litigation and Disputes: 

1. List all IP-related lawsuits involving the organization. 

2. Order searches for all patents, trademarks, copyrights, and 
trade names to determine their status and any disputes or in-
fringement claims. 

Contracts and Future Rights: 

1. Review contracts granting or receiving licenses for intellectual 
property rights and those granting rights to future products 
developed by the Company. 

Legal 
The Legal due diligence checklist aims to evaluate a compa-

ny's legal risks and compliance. It encompasses the review of litiga-
tion, contracts, regulatory adherence, corporate records, leases, 
transactions, public filings, intellectual property, and potential legal 
disputes. It also includes the analysis of legal costs, settlements, war-
ranty claims, and regulatory inquiries to ensure thorough under-
standing of the company's legal health and obligations. 
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Litigation and Legal Actions: 

1. Compile any pending or threatened litigation against or initi-
ated by the company, including all active litigation files. 

2. Gather any consent decrees, injunctions, judgments, settle-
ments, or other orders. 

3. Summarize material litigation and obtain copies of all attor-
neys' responses to audit inquiries and letters to auditors. 

Contracts and Agreements: 

1. Review copies of all contracts, including loan agreements, 
bank financing agreements, lines of credit, licensing, and 
franchise agreements. 

2. Examine all guarantees to which the company is a party. 

3. Summarize material contracts that are terminable upon a 
change of control or other corporate transaction. 

4. Identify contracts that restrict the company's right to conduct 
its business and those with obligations such as covenants and 
indemnification. 

5. Review indemnification agreements between the target and 
any officers, directors, or agents. 

Compliance and Regulatory Matters: 

1. Assess the target's compliance program, including policies, 
procedures, and related documentation. 

2. Confirm compliance with OFAC regulations and other appli-
cable laws. 
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3. Summarize regulations applicable to the company's business 
and anticipated changes. 

4. Obtain and review any correspondence with regulatory agen-
cies or authorities. 

Corporate Documents and Good Standing: 

1. Obtain the articles of incorporation and bylaws, reviewing for 
any special provisions. 

2. Secure certificates of good standing for the company and sig-
nificant subsidiaries. 

3. Review the articles of incorporation and bylaws of each signif-
icant subsidiary. 

Corporate Proceedings and Operations: 

1. Obtain and review minutes from shareholder meetings and 
Board of Directors' meetings, including any special commit-
tees. 

2. Review all contracts important to operations, especially those 
with default or termination provisions and restrictions on 
company actions. 

Leases, Transactions, and Royalties: 

1. Obtain copies of all asset and office space lease agreements. 

2. Review all related party transactions and royalty agreements, 
particularly those involving company software. 

Legal Expenses and Historical Proceedings: 

1. Review legal invoices for the past two years. 
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2. Examine all pending and threatened legal proceedings, in-
cluding governmental or environmental proceedings. 

Public Company Filings and Reports: 

1. If publicly held, obtain all periodic filings and review annual 
and quarterly reports to shareholders. 

2. Research any press releases or articles about the company 
within the past year. 

Intellectual Property and Property Ownership: 

1. Review title insurance for any significant land parcels owned 
by the company. 

2. In respect of all material contracts, assess assignability, en-
forceability, and any breaches. 

Additional Agreements and Legal Correspondence: 

1. Obtain copies of franchise, user or license agreements, gov-
ernment licenses and permits, and warranties of products 
sold. 

2. Review proposed contracts or negotiations and obtain all ma-
terial consents required for the business. 

Litigation and Regulatory Actions Summary: 

1. Provide a current list of all litigation, regulatory proceedings, 
and investigations involving the Company, with descriptions 
and statuses. 

2. Describe currently threatened litigation, legal claims, regula-
tory actions, or other proceedings. 
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Compliance and Settlements: 

1. Document any currently effective consent decrees, judg-
ments, orders, settlement agreements, and similar agree-
ments to which the Company is a party. 

2. Detail any inquiries from governmental authorities regarding 
compliance with laws and regulations. 

Warranty and Accounting Matters: 

1. Describe any warranty claims made against the Company and 
the resolution of such claims. 

2. Review any auditors' letters to management regarding inter-
nal accounting controls. 

OSHA, EPA, and Labor Inquiries: 

1. Summarize all inquiries from OSHA, EPA, EEO, Department 
of Labor, and other regulatory bodies. 

Material Contracts 
Material contracts are the legal documents that define the re-

lationships and terms of business between a company and its part-
ners, suppliers, customers, and other parties. They are critical to un-
derstanding the operational, financial, and legal health of a company. 
Here is a structured approach to reviewing material contracts during 
due diligence: 

Partnerships and Agreements: 

1. Collect any partnership, joint venture, distributorship, fran-
chise, licensing, management, research and development, or 
similar agreements or contracts. 
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2. Compile contracts with customers or suppliers, including lists 
of the company's largest customers and suppliers with details 
of services and products provided. 

Sales and Leases: 

1. Gather material agreements related to the sale or lease of the 
company’s personal property and any related financing ar-
rangements. 

2. Review all material warranty and service agreements, install-
ment sales agreements, and any agreements restricting the 
company's competitive abilities. 

Inter-Company and Affiliate Agreements: 

1. Assess any inter-company agreements between the company 
and its subsidiaries, and any agreements between the com-
pany and its affiliates. 

Reorganizations and Transactions: 

1. Examine material purchase agreements and documents re-
lated to reorganizations, mergers, acquisitions, dispositions, 
and indemnification agreements. 

Loans and Credit: 

1. Analyze bank line of credit agreements, other loan agree-
ments, guarantees by the company, and all outstanding leases 
for real and personal property. 
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Supplier and Customer Contracts: 

1. Evaluate material contracts with suppliers or customers, not-
ing any sole-source suppliers and reviewing model sales or 
manufacturing contracts. 

Employment and Compensation Agreements: 

1. Review agreements for loans to, and any other agreements 
with officers, directors, or employees, including bonus, retire-
ment, pension, deferred compensation, profit-sharing, and 
management incentive agreements. 

Insurance and Intellectual Property: 

1. Schedule all insurance policies covering the company's prop-
erty, including key person, director indemnification, and 
product liability policies. 

2. Check for ownership of technology and the terms under which 
any company software is licensed, including associated roy-
alty payments. 

Leases and Transactions: 

1. Obtain copies of all asset and office space lease agreements, 
reviewing terms, early payment, and renewal provisions. 

2. Review all related party transactions for the past three years, 
including any outbound or inbound royalty agreements. 

Legal and Regulatory Review: 

1. Review all legal invoices for the past two years and all pending 
and threatened legal proceedings, including governmental or 
environmental proceedings. 
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2. If the company is publicly held, obtain all periodic filings for 
the past five years, including 10-K, 10-Q, 8-K, and Schedule 
13D. 

Reports and Publications: 

1. Review all annual and quarterly reports to shareholders, au-
ditors’ letters to management, and reports from outside con-
sultants or analysts. 

2. Research any press releases or articles about the company 
within the past year. 

Property and Renegotiation: 

1. Review title insurance for any significant land parcels owned 
by the company. 

2. Assess the status of contracts subject to the Renegotiation Act. 

Operations 
Operational due diligence is a comprehensive assessment of a 

target company's business processes and systems to identify potential 
risks and areas for improvement. It involves evaluating the effective-
ness of the company's operations, including its sales, marketing, tech-
nology, supply chain, and production capabilities. Here is a struc-
tured approach to conducting operational due diligence: 

Strategic and Operational Assessment: 

1. Identify value drivers for the acquisition, including technol-
ogy/products, key personnel, market access, revenue en-
hancement, cost savings, and synergies. 
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2. Assess marginal costs and strategic fit within the larger buyer 
organization. 

3. Review the company’s operating model, including key sys-
tems and processes, change management processes, and doc-
umented procedures. 

4. Examine the organizational structure and primary/support 
activities. 

Product and Service Evaluation: 

1. Summarize tests, evaluations, studies, surveys, and data re-
garding existing and under-development products/services. 

2. Identify key performance indicators, value drivers, and cost 
drivers. 

3. Evaluate sales and marketing procedures, CRM systems, lead 
generation practices, and supply chain participants. 

4. Analyze manufacturing sites, products manufactured, per-
sonnel, shifts, and capacity. 

Supplier and Distribution Analysis: 

1. Document supply chain processes, including delivery times, 
inventory availability, and transportation costs. 

2. List main suppliers, discounts, terms, credit limits, and distri-
bution channels. 

3. Review third-party relationships, including developers, soft-
ware duplicators, and manual publishers. 
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Financial Implications: 

1. Determine facility and equipment overhead costs for varying 
capacity/utilization levels. 

2. Ascertain capital replacements needed and periodic mainte-
nance costs of equipment. 

3. Estimate costs for modifications to increase capacity. 

Legal and Compliance Review: 

1. Describe the use of toxic chemicals in production and any re-
lated EPA or other investigations or claims. 

2. Itemize synergies created by the acquisition, distinguishing 
between cost reductions and revenue increases. 

Product and Service Specifics: 

1. Summarize product recalls, warranty claims, new product de-
velopments, and ongoing R&D projects. 

2. Review marketing materials, product descriptions, and poli-
cies related to pricing and warranties. 

Product Development Insights: 

1. Determine which products are nearing the end of their life cy-
cle and the revenue attached to them. 

2. List development projects, their unique attributes, and the 
key development personnel involved. 

3. Evaluate the company's investment in development relative to 
sales and compare it to competitors. 
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Production Process Evaluation: 

1. Assess the industrial engineering staff and their plan for pro-
cess improvement. 

2. Review the company's safety record and history of service re-
work. 

3. Evaluate the company's manufacturing systems, constraint 
management techniques, and process obsolescence. 

Property, Plant, and Equipment Analysis: 

1. Obtain a list of real properties and review title opinions, sur-
veys, leases, and encumbrances. 

2. Review lists of machinery, equipment, and personal property. 

Service Development Assessment: 

1. Analyze service offerings nearing the end of their life cycle and 
the revenue attached to them. 

2. Review the service development pipeline, unique attributes of 
new services, and the key development personnel. 

3. Assess the threat of obsolescence for each significant service 
offering and compare with competitors. 

Sales & Marketing 
The Sales & Marketing due diligence checklist is designed to 

scrutinize a company's market position, branding, customer relation-
ships, and sales infrastructure. It includes evaluating strategic part-
nerships, branding strategies, customer and market dynamics, mar-
keting efforts, and sales performance. The checklist also covers the 
analysis of market trends, competitor activities, customer 
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segmentation, and the effectiveness of advertising and promotional 
activities. Additionally, it assesses the potential for new customer ac-
quisition, the financial stability of key accounts, and the company's 
capacity for market expansion. 

Partnerships and Distribution 

1. Assess the strategic importance of OEM partnerships. 

2. Review significant contracts for contingencies and service ob-
ligations. 

3. Analyze customer purchase financing and related agree-
ments. 

4. Evaluate the distribution network's adequacy and control 
mechanisms. 

5. Assess the effectiveness of the marketing team and the cost of 
new service introductions. 

Brands 

1. Examine branding strategy and support plans. 

2. Review budgets and actual spending on brand-related cus-
tomer support and marketing. 

3. Determine the methods of advertising and promotional activ-
ities used. 

4. Confirm ownership and proper use of branded names, includ-
ing web presence. 

5. Monitor legal expenses for brand protection and encroach-
ment issues. 
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Customers 

1. Compile a list of top customers and analyze revenue trends. 

2. Identify customers who have ceased business with the com-
pany. 

3. Document key sales channel partners and their revenue con-
tributions. 

4. Break down sales and gross profits by various categories. 

5. Review all significant customer and sales channel partner 
contracts. 

6. Evaluate sales concentration and distribution across services 
and products. 

7. Analyze the sales backlog and seasonality of sales. 

8. Assess the financial health and longevity of key customer re-
lationships. 

9. Identify potential new customers and the associated revenue 
and profit potential. 

10. Determine the service requirements and profitability of key 
accounts. 

11. Review upcoming customer contract renewals and antici-
pated changes. 

12. Investigate the history of customer complaints and associated 
account profitability. 

13. List customers who have discontinued business in the last 
three years. 
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Market 

1. Estimate market size, segmentation, growth, and profitability. 

2. Identify factors influencing market growth and profitability. 

3. Track trends in competition, innovation, and market regula-
tion. 

4. Compare business growth projections with market size fore-
casts. 

5. Review industry reports and literature for market insights. 

6. Analyze competitors' filings for industry trends. 

7. Interview trade association personnel for industry trends. 

8. Assess the company's competitive strengths and weaknesses. 

9. Determine if R&D expenditures are in line with industry prac-
tices. 

10. Obtain any studies on the company or market. 

Marketing and Advertising 

1. Collect strategic, marketing, or advertising plans. 

2. Compile marketing materials including brochures and sales 
sheets. 

3. Summarize marketing risks and opportunities. 

Sales Activity 

1. Determine ongoing maintenance revenue from standard ser-
vices. 

2. Obtain all outstanding proposals, bids, and offers. 
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3. Review existing contracts for services, including warranty and 
guarantee work. 

4. Define the sales strategy and promotion methods. 

5. Document the structure of the sales organization and geo-
graphic coverage. 

6. Analyze sales force compensation and performance metrics. 

7. Evaluate the technical support group structure and compen-
sation. 

8. Assess the potential market size and company market share. 

9. Identify new markets for potential sales expansion. 

Miscellaneous Sales and Marketing 

1. List third-party developers and projects, including agree-
ments. 

2. Compile a list of competitors and pertinent market research. 

3. Present recent analyses by investment bankers or consultants. 

4. Review marketing and sales literature, including price lists 
and catalogs. 

5. Document all distribution, agency, and advertising agree-
ments. 

6. Describe warranty and return policies and procedures. 

7. Review distribution agreements and customer purchase 
agreements. 

8. Summarize service and support contracts and marketing 
agreements. 
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Market Analysis 

1. List products and services offered and in development. 

2. Conduct market research including size, share, trends, and 
outlook. 

3. Profile major competitors and top customers. 

4. Analyze customer segments, churn rate, satisfaction, and life-
time value. 

5. Identify major suppliers and any market entry barriers. 

6. Summarize complaints or warranty claims. 

7. Review long-term sales contracts and agreements with dis-
tributors and resellers. 

*** 

Source List Citations 

1. Firmex. (n.d.). Due diligence checklists. Retrieved January 8, 
2024, from https://www.firmex.com/resources/tools-down-
loads/due-diligence-check-lists/ 

2. SecureDocs, Inc. (n.d.). Whitepaper: Due diligence checklist. 
Retrieved January 8, 2024, from https://www.secure-
docs.com/whitepaper-due-diligence-checklist 

3. Grant Thornton. (n.d.). Due diligence checklist form. Re-
trieved January 8, 2024, from https://cdn.cocodoc.com/co-
codoc-form-pdf/pdf/129502256--grant-thornton-due-dili-
gence-checklist-form-.pdf 

4. K&L Gates LLP. (n.d.). Sample due diligence list. Retrieved 
January 8, 2024, from 
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https://files.klgates.com/files/uploads/docu-
ments/ma_event/rtac-acc_cle_sampleduediligencelist.pdf 

5. NetSuite. (n.d.). Brainyard due diligence checklist. Retrieved 
January 8, 2024, from https://www.netsuite.com/portal/as-
sets/pdf/brainyard-due-diligence-checklist.pdf 

6. Bragg, S. (December 7, 2023). Acquisition due diligence 
checklist. AccountingTools. Retrieved January 8, 2024, from 
https://www.accountingtools.com/articles/acquisition-due-
diligence-checklist 

7. UpCounsel. (June 28, 2020). Due diligence checklist. Re-
trieved January 8, 2024, from https://www.upcoun-
sel.com/due-diligence-checklist 

8. DealRoom. (March 11, 2019). Due diligence checklist tem-
plate. Retrieved January 8, 2024, from https://deal-
room.net/faq/due-diligence-checklist-template#faq-8 
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Deal Documentation List 
Note that this is not an exhaustive list and that every deal may 

have its own specific documents that are required for that particular 
deal. 

- Letter of Intent (LOI): Non-binding agreement outlining 
the terms and conditions. 

- Confidentiality Agreement (NDA): To protect sensitive 
information. 

- Asset Purchase Agreement or Stock Purchase Agree-
ment: The main contract for the transaction. 

- Bill of Sale: Transfers ownership of assets. 

- Assignment and Assumption Agreement: Transfers lia-
bilities and obligations. 

- Intellectual Property Assignments: If applicable. 

- Non-Compete Agreements: For key employees or the 
seller. 

- Employment Agreements: For key employees post-acqui-
sition. 

- Escrow Agreement: Outlining the terms under which the 
escrow agent will hold and release funds. 

- Closing Checklist: Detailed list of all conditions that must 
be met for the closing to occur. 

- Board Resolutions: Approving the transaction. 
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- Regulatory Filings: Such as Hart-Scott-Rodino filing in the 
U.S., if applicable. 

- Legal Opinions: From legal counsel, if required. 

- Closing Statement: Summarizing the financial aspects of 
the transaction. 
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Deal Process Checklist / Project Plan 
As with other tools in this book, this is merely a template (a 

starting point) to create a repeatable process that works for you. Note 
that this plan does not include the prerequisite tasks discussed in 
Chapter 1.  This plan is for the acquisition process itself.  Strategy is 
done first and may or may not be revisited due to learning new infor-
mation while conducting acquisitions. Targeting continues perpet-
ually until all acquisitions are complete.  Remember, this process also 
needs to be adjusted to fit your ability or desire to do sequential or 
simultaneous deals, as discussed in Chapter 9. 

Strategy and Preparation 
1. Prerequisites:  Chapter 1 Prerequisite Assessment Com-

plete 

2. Duration: 1-3 weeks (depending upon readiness, internal 
team availability, and timing of hiring external resources) 

3. Team Involvement:  CEO, CFO, Other Deal Team Members 
(as appropriate) 

4. Steps: 

a. Determine acquisition goals and target profiles 

b. Review financial capabilities and select appropriate 
deal structuring approaches 

c. Conduct market research to reinforce goals and estab-
lish target company type profiles 

d. Identify and select internal and external deal team 
members 
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e. Prepare deal process tools, including project plan, due 
diligence, and deal documentation templates 

f. Set up deal tracking systems, including information 
systems, Project Management, and virtual data rooms 
(VDRs) 

g. Conduct deal process kick-off meeting with full deal 
team 

Targeting 
1. Prerequisites:  Completed or Updated Acquisition Strategic 

Plan 

2. Duration:  Ongoing, starting immediately after or during 
Strategy and Preparation and lasting until the final acquisi-
tion is complete. 

3. Team Involvement: Deal Team, Buy-Side Broker/Advisor 
(if retained) 

4. Steps: 

a. Research and refine potential target opportunities 

b. Establish or refine standard target definitions 

c. Develop targeting strategies and tools 

d. Develop or augment the target list 

e. Prioritize targets (by potential, viability, type, simplic-
ity/complexity, etc.) 
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Outreach and Pre-Deal 
1. Prerequisites:  Properly developed (researched and priori-

tized) target list 

2. Duration:  1-3 weeks per target, depending largely upon re-
sponsiveness; Approach multiple targets simultaneously.  
Outreach is an ongoing task and includes Pre-Deal Analysis 
and becomes prospective deals.   

3. Team Involvement:  CEO, Key Deal Team Members, Buy-
Side Broker 

4. Steps: 

a. Determine target specific outreach approach (direct, 
chief-to-chief, “business catnip”, events, etc.) 

b. Conduct initial outreach – establish relationship, then 
dig deeper 

c. Execute NDA (timing depends on Seller) 

d. Leverage the initial screening questionnaire to deter-
mine target viability 

e. Perform target preliminary valuation and deal struc-
ture analysis (based on preliminary diligence infor-
mation and data) 

f. Conduct further preliminary diligence (as needed, per 
target) 

g. Develop an offer or bid and negotiate (leverage financ-
ing options, deal documentation templates) 

h. Assemble and negotiate the letter of intent (LOI) 



Acquire Before You Exit 

Book Reviewer Edition - 294 

Due Diligence 
1. Prerequisites:  Fully executed LOI 

2. Duration:  30-60 days per deal (depending upon the com-
plexity of target operations and what is agreed to in the LOI) 

3. Team Involvement: Full Deal Team 

4. Steps: 

a. Set up deal due diligence checklist in VDR solution 

b. Communicate due diligence requirements to the seller 

c. Actively collect, review, and analyze due diligence in-
formation  

d. Full financials review with external financial diligence 
team, including determination of net working capital 
requirements 

e. Full legal diligence review with deal attorney team  

f. Other specialized diligence reviews as required 

g. Reconfirm deal price and structure 

h. Develop integration plans, including all people, 
places, systems, and “stuff” plans 

i. Arrange for third-party participation in financial ar-
rangements as necessary 

j. Arrange for bank or private financing as required 

k. Prepare all special license applications or regulatory 
approval requirements 



Acquire Before You Exit 

Book Reviewer Edition - 295 

l. Prepare deal documentation and review/edit process 
with the seller team 

m. Prepare for closing  

n. Conduct closing process 

Post-Closing / Integration 
1. Prerequisites:  Closed deal 

2. Duration:  90-180 days per deal (depending upon the com-
plexity of the deal and the integration plan) 

3. Team Involvement: Full Deal Team 

4. Steps: 

a. Complete issuance of any equity instruments required 
by deal structure (i.e., issuance of stock or member-
ship unit certificates for rollover equity) 

b. Conduct manager and employee evaluations (first 30 
days) 

c. Make team adjustments 

d. Relocate operations, consolidate facilities, or other 
physical movements, as needed 

e. Follow through with all deal-related accounting ad-
justments and financial obligations, including NWC 
adjustments, holdbacks, etc.  

f. Conduct any asset sales, disposals or other actions 
planned as part of the deal structure 
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g. Integrate systems or conduct new systems selections, 
as required and planned 

Summary of Resources or Team Members 
• Internal Strategy Team: Guides the overall acquisition 

strategy. 

• Financial Advisor/Analyst: Assists with financial readi-
ness, valuation, and securing financing. 

• CFO/Accountant: Manages financial assessments and 
oversees financial integration. 

• Market Research Team/Industry Experts: Conducts mar-
ket analysis to inform strategy. 

• Risk Management Consultant/Legal Advisor: Identifies 
and mitigates acquisition risks. 

• M&A Consultant: Helps identify targets, negotiate terms, 
and manage the acquisition process. 

• CEO: Leads initial approaches and final negotiations. 

• Legal Team: Prepares NDAs, reviews legal documents, 
and ensures compliance. 

• HR Consultant/Internal HR Team: Assesses cultural fit 
and manages human resource integration. 

• Valuation Expert: Conducts business valuation. 

• Operations Consultant/IT Specialist: Reviews operational 
and IT systems for integration. 
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• Integration Manager: Oversees the integration process 
post-acquisition. 

• PR Team: Manages communication with stakeholders. 

The time commitment for an SMB owner will vary based on 
the complexity of the acquisition and the resources available. It's im-
portant to note that while the owner will be involved in each stage, 
the day-to-day tasks will often be delegated to the respective team 
members or external advisors. 
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Initial Screening Questionnaire and Scripts 
NOTE that these are model scripts and can be modified, but 

the flow of the conversation should generally follow this model. 

Possible Email to Initiate Conversation 
Hello [Recipient's Name], 

I hope this message finds you well. My name is [Your Name], 
and I am the [Your Position] at [Your Company Name]. We've been 
actively engaging with leaders in [Industry/Market] as part of our in-
itiative to foster a collaborative network among businesses that share 
a similar passion and drive for innovation and growth. 

In our quest to learn from the best and explore potential syn-
ergies, I came across your company, [Their Company Name], and I 
was truly impressed by what you've accomplished. Your reputation 
for [Something Notable About Their Company] speaks volumes, and 
it's clear that your team is doing something right. 

I believe there's tremendous value in sharing knowledge and 
experiences, and I'm reaching out to see if you'd be open to a conver-
sation. I'm very interested in hearing about your journey, the lessons 
you've learned, and the insights you've gained while building and 
growing your business. I'm convinced that there's a lot we can learn 
from each other, and perhaps there are ways we can support one an-
other as we navigate the future. 

Would you be willing to participate in a brief, informal discus-
sion? I've prepared a few questions that I believe will guide our con-
versation to be both enjoyable and informative. It's not every day that 
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we get an opportunity to connect with fellow entrepreneurs who are 
also committed to excellence in our field. 

Please let me know if you're available for a chat. I'm flexible 
with timing and can work around your schedule. I'm looking forward 
to the possibility of discussing our businesses and the potential paths 
ahead. 

Warm regards, 

[Your Full Name] 

[Your Position] 

[Your Contact Information] 

[Your Company Name] 

----- 

This script is designed to initiate a dialogue that could natu-
rally lead to discussing deeper business matters, including potential 
acquisitions, without revealing the acquisition intent upfront. 

Cold Call Script 
*(INTRODUCTION)* 

You: Good [morning/afternoon], may I speak with [Recipi-
ent's Name], please? 

*(ONCE THE RECIPIENT IS ON THE LINE)* 

You: Hello [Recipient's Name], my name is [Your Name], and 
I'm the [Your Position] at [Your Company Name]. I hope I'm not 
catching you at a bad time. Do you have a moment to talk? 

*(ASSUMING THE RECIPIENT AGREES TO CONTINUE)* 
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You: Thank you for taking my call. I'll be brief. We're reaching 
out to dynamic leaders in the [Industry/Market] as part of a new ini-
tiative to build a network of innovative businesses. Your company, 
[Their Company Name], caught our attention due to its impressive 
[Something Notable About Their Company], and I believe there's a 
lot we can learn from each other. 

*(BUILDING RAPPORT)* 

You: I'm genuinely interested in hearing about your journey 
and the strategies that have contributed to your success. I'm sure 
there are insights and experiences you've had that could be invalua-
ble, and perhaps there are ways we can support each other's endeav-
ors. 

*(SETTING THE STAGE FOR THE QUESTIONNAIRE)* 

You: I have a few questions that I think could lead to an inter-
esting exchange of ideas and potentially uncover areas where we 
might collaborate or support one another. This wouldn't be a sales 
call—I'm just looking to connect with like-minded business leaders. 

*(SEEKING PERMISSION)* 

You: Would you be open to scheduling a brief call or meeting 
to discuss this further? I promise to keep it concise and focused on 
potential mutual benefits. What does your schedule look like in the 
coming days? 

--- 

This script is designed to be respectful of the recipient's time 
while clearly stating the intent of the call. It opens the door for a 
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deeper conversation without immediately diving into sensitive topics 
like financials or acquisition intentions. 
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Preliminary Screening Questionnaire 

Part 1: Getting to Know the Business 

1. Company Origins and Background 

a. Can you share the story behind the inception of your 
business? 

b. What inspired you to start this company? 

2. Business Evolution 

a. How has your business evolved since its establish-
ment? 

b. Could you walk us through some of the milestones 
your business has achieved over the years? 

3. Current Business Model and Offerings 

a. What is your current business model, and how has it 
changed over time? 

b. Can you describe your core products or services? 

4. Market and Customer Base 

a. Who is your target market, and how do you approach 
them? 

b. Can you tell us about your customer base and how it 
has grown? 

5. Competitive Landscape 

a. How do you differentiate your business from compet-
itors in your industry? 
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b. What do you consider your company's unique selling 
proposition (USP)? 

6. Vision and Future Goals 

a. Where do you see your business in the next five years? 

b. Are there any new markets or products you are explor-
ing? 

7. Challenges and Triumphs 

a. What have been some of the biggest challenges your 
business has faced? 

b. Can you share a significant triumph or a turning point 
for your company? 

Part 2: Business Performance and Financial Health 

1. Financial Performance 

a. How has your company's financial performance 
trended over the past few years? 

b. Can you share any key financial metrics that you use 
to gauge your business's success? 

2. Operational Efficiencies 

a. What operational processes do you believe give your 
company an edge? 

b. Are there any recent operational improvements that 
have positively impacted your business? 

3. Growth Strategies 

a. What strategies have you employed to achieve growth? 
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b. How do you measure the effectiveness of these strate-
gies? 

4. Investment in Technology and Innovation 

a. How does your company approach technology and in-
novation? 

b. Are there any recent technological advancements that 
have been pivotal for your business? 

5. Financial Management 

a. How do you manage financial risks in your business? 

b. Can you discuss any financial management practices 
that have been particularly beneficial? 

6. Revenue Streams 

a. What are the primary revenue streams for your busi-
ness? 

b. Have you diversified your revenue streams, or are 
there plans to do so? 

7. Profitability and Cost Management 

a. How do you approach cost management and profita-
bility? 

b. Are there any cost-saving measures that have signifi-
cantly affected your bottom line? 

Part 3: Exploring Future Opportunities 

1. Expansion and Scaling 
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a. Are you looking at scaling your business, and if so, in 
what capacity? 

b. What does expansion look like for your company? 

2. Partnerships and Collaborations 

a. How open is your business to partnerships and collab-
orations? 

b. Have you engaged in any partnerships that have been 
instrumental to your business? 

3. Long-term Aspirations 

a. What are the long-term aspirations for your business? 

b. Are there any legacy or societal impacts you hope your 
business will achieve? 

This questionnaire is designed to build a comprehensive pic-
ture of the business in question, laying the groundwork for more in-
depth financial analysis and potentially leading to discussions about 
acquisition in a non-threatening manner. 
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Closing Scripts 
Here are two versions of the closing script for the question-

naire to be used depending upon whether the company is a good fit 
for the acquisition criteria or not: 

Version 1: Company Does Not Fit Acquisition Criteria 

You: [Recipient's Name], I can't tell you how much I appreci-
ate the time you've taken to speak with me today. Your insights and 
the story of [Their Company Name] are truly inspiring. While our 
conversation has been incredibly informative, I believe that at this 
time, our paths towards collaboration may not align as I had hoped. 
However, I want to express my gratitude for the opportunity to learn 
about your business and your journey. I wish you continued success 
and hope that our paths cross again under different circumstances. If 
there's anything we can assist with in the future, please don't hesitate 
to reach out. Thank you once again, and have a wonderful day. 

Version 2: Company Is a Good Fit for Potential Acquisition 

You: [Recipient's Name], this conversation has been enlight-
ening, and learning about [Their Company Name] has been an abso-
lute pleasure. Your achievements and vision for your business reso-
nate with us, and it's clear that you've built something exceptional. If 
you don't mind me asking, have you ever considered what the future 
holds for your company in terms of ownership? I ask because, in the 
course of our discussion, I couldn't help but see potential synergies 
that might be worth exploring further. Would you be open to a follow-
up conversation to discuss possibilities, perhaps even the idea of ac-
quisition? Of course, this is just exploratory at this stage, but I believe 
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it could be mutually beneficial to consider what opportunities might 
exist for us both. Can we schedule a time to continue this discussion? 

Both scripts are designed to conclude the conversation re-
spectfully and appropriately, based on the potential for future en-
gagement. 
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Sample Non-Disclosure Agreement (NDA)  
 

MUTUAL NON-DISCLOSURE, NON-COMPETE AND NON-
CIRCUMVENTION AGREEMENT 

 
This Mutual Non-Disclosure, Non-Compete and Non-Circumvention 
Agreement (the “Agreement”) is made on the ____________________ by 
and between [BUYER COMPANY NAME], a [Place of formation and 
Entity Type] (“Company”), with a mailing address of [Buyer Business 
Address], and [SELLER COMPANY NAME] (“Other”) a [Place of for-
mation and Entity Type], with a mailing address of [Seller Business Ad-
dress], , each a “party” and collectively “the parties” hereto.  Each party 
enters this Agreement on behalf of itself, its owners, members, officers 
and/or directors, its subsidiaries and its affiliates and any agents and 
assigns. 
 

1. Purpose. The parties are evaluating the possibility of entering 
into a potential business relationship. In connection with their discus-
sions and such potential relationship, the parties have disclosed or may 
disclose to each other Proprietary Information (as defined below) in re-
liance on the terms of this Agreement, and hereby agree as provided 
herein. 
2. Proprietary Information. 

a. Definition. “Proprietary Information,” for the purposes 
of this Agreement, means all information, concepts, approaches, plans, 
models and know-how, whether or not in tangible form and whether 
disclosed previously, presently or subsequently, that is disclosed by one 
party (the “Disclosing Party”) to the other (the “Receiving Party”) and is 
related to the business, technical, or financial affairs of the Disclosing 
Party or its parent, subsidiaries, affiliates, investors, customers, potential 
customers, suppliers or potential suppliers. Proprietary Information 
may include, without limitation, any invention (whether patentable or 
not), product, formula, method, technique, project, development, vendor 
information, customer information, apparatus, equipment, trade secret, 
process, research, report, financial data, technical data, software code, 
software documentation, hardware design, technology, marketing or 
business plan, forecast, financial statement, budget, license, price, cost or 
personnel data.  Failure to mark or designate any Proprietary Infor-
mation as confidential or proprietary shall not affect its status as Propri-
etary Information under this Agreement. 

b. Exclusions. Notwithstanding the foregoing, Proprietary 
Information shall not include information that (i) is or becomes public 
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knowledge (through legal means without fault by the Receiving Party or 
its affiliates, agents, or employees), (ii) is known to the Receiving Party 
prior to the disclosure of the same pursuant to this Agreement, such prior 
knowledge being provable via documentation or other materials in the 
control or possession of the Receiving Party that verifiably pre-date the 
disclosure by the Disclosing Party, and provided the Receiving Party also 
complies with any restrictions imposed thereon by any third party, (iii) 
was rightfully and previously disclosed to it by a third party, such prior 
disclosure by a third party being provable via documentation or other 
evidentiary materials that verifiably pre-date the disclosure by the Dis-
closing Party, and provided the Receiving Party complies with any re-
strictions imposed thereon by such third party, or (iv) was inde-
pendently developed without use of any Proprietary Information of the 
Disclosing Party where such independent development can be proven 
by documentation, materials or other evidence that clearly indicates that 
no Proprietary Information from the Disclosing Party was used in that 
development process.  In addition, the Receiving Party shall be entitled 
to release the Disclosing Party’s Proprietary Information if required by 
an order of a court or government agency; provided, however, that the 
Receiving Party attempts in good faith to limit such release of Proprie-
tary Information to the greatest extent reasonably possible under the cir-
cumstances and provides the Disclosing Party with advance notice (to 
the greatest extent reasonably possible under the circumstances) to per-
mit the Disclosing Party to seek an order protecting its Proprietary Infor-
mation from such disclosure. 
3. Obligations. 

a. The Receiving Party will: (i) hold the Receiving Party’s 
Proprietary Information in confidence and take reasonable precautions 
to prevent its disclosure (including without limitation all precautions it 
uses for its own confidential information of like kind); (ii) restrict disclo-
sure of the Disclosing Party’s Proprietary Information to those of the Re-
ceiving Party’s employees, parent company, subsidiaries, officers, direc-
tors, legal and financial advisors and agents who have a need to know 
the same and who have previously agreed to terms for the protection of 
confidential information substantially as restrictive as the provisions 
hereof; (iii) not disclose any of the Disclosing Party’s Proprietary Infor-
mation or any part thereof to third parties (except as expressly author-
ized above); (iv) not copy, recreate, reverse engineer (if applicable) or 
modify any Proprietary Information in whole or in part unless expressly 
agreed to in writing by the Disclosing Party, (v) not directly or indirectly 
initiate, solicit, negotiate, contract or enter into any business transac-
tions, agreements or undertaking with any such third party identified or 
introduced by the Disclosing Party, (vi) not seek to by-pass, compete, 
avoid or circumvent the Disclosing Party in respect of any business op-
portunity that relates to the Purpose by utilizing any Confidential 
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Information or by otherwise exploiting or deriving benefit from the Con-
fidential Information, and (vii) in general, not use Proprietary Infor-
mation other than for the purposes for which it was disclosed. 

b. Upon the request of the Disclosing Party, the Receiving 
Party shall destroy all materials in its possession or control that contain 
the Disclosing Party’s Proprietary Information or (at the election of the 
Disclosing Party) return the same to the Disclosing Party, and in either 
case shall certify its compliance with the terms of this provision. The Re-
ceiving Party’s obligations under this Agreement will survive any com-
pliance with a request made under this Section 2(b). 

c. Receiving Party acknowledges that sole and complete 
ownership of the Proprietary Information remains with the Disclosing 
Party and that such Proprietary Information constitutes trade secrets. 

d. The Receiving Party further agrees to not use the dis-
closed material and Proprietary Information in any competitive form or 
fashion, either directly or indirectly. And the Receiving Party will not dis-
close nor help any third party to compete in the marketplace using the 
disclosed Proprietary Information. 
4. General.  If a court of competent jurisdiction holds any of the 
provisions of this Agreement are invalid or un- enforceable, the remain-
ing provisions of this Agreement shall remain in full force and effect.  No 
delay or omission by either party in exercising any right under this 
Agreement will operate as a waiver. This Agreement is governed by and 
will be construed in accordance with the laws of the State of Nevada 
without regard to conflicts of law principles. The prevailing party in any 
action to enforce this Agreement shall be entitled to recover its costs and 
attorney’s fees.  Both parties acknowledge that due to the unique nature 
of each party’s Proprietary Information, there can be no adequate rem-
edy at law for any breach of this Agreement, and that therefore upon any 
breach or threat thereof, the Disclosing Party shall be entitled to appro-
priate equitable relief in addition to any other remedies that may be 
available to it.  Nothing in this Agreement shall be construed as estab-
lishing or implying any partnership between the parties and nothing in 
this Agreement shall be deemed to constitute either of the parties hereto 
as the agent of the other party, or to authorize either party to incur any 
expense on behalf of the other party or to commit the other party in any 
way whatsoever.  Nothing contained in the Agreement shall be con-
strued as implying any commitment or agreement by either party to 
make any investment in the other party or in any business of the other 
party or to enter into any other business arrangement of any nature 
whatsoever with the other party. 
5. Notices. All notices, requests and consents under this Agree-
ment shall be in writing and shall be deemed to have been delivered (a) 
on the date personally delivered (b) on the date mailed, postage prepaid 
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by certified mail with return receipt requested to the applicable address 
set forth in the first paragraph above, (c) when sent via e-mail and 
confirmed by e-mail reply to the applicable e-mail addresses specified 
herein below. 
6. Entire Agreement.  This Agreement constitutes the entire agree-
ment between the parties hereto concerning the subject matter hereof 
and supersedes any prior or contemporaneous agreements and under-
standings concerning such subject matter. This Agreement may be 
amended, waived, or revoked only by a written instrument executed by 
both parties hereto. This Agreement shall survive the execution of any 
contract between the parties, or the termination of any business relation-
ship between the parties, unless otherwise expressly agreed. 
 

IN WITNESS WHEREOF, the parties, by their authorized rep-
resentatives, have executed and delivered this Agreement as of the date 
set forth below. 
 
[BUYER COMPANY NAME] 
 
 
        
BY: 
        
ITS: 
        
EMAIL: 
        
ON: 
        
 
[SELLER COMPANY NAME] 
 
 
        
BY: 
        
ITS: 
        
EMAIL: 
        
ON: 
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Valuation Multiple Sources 
Here is a list of sources that provide information on industry 

multiples for company valuations in M&A. Note that multiples are not 
equal and many publish averages across a broad range of company 
sizes.  For purposes of Acquire Before You Exit, the industry averages 
are interesting and give you a goal for where you want to be for your 
exit, but for the companies that you will most likely be acquiring, be 
sure to look at multiples that are appropriate to the company size. 

1. Pepperdine Private Capital Markets Project - 
(https://digitalcommons.pepperdine.edu/gsbm_pcm_pcmr
/) - Offers comprehensive, proprietary research on the pri-
vate capital markets, including insights into current industry 
multiples and investment trends. 

2. Equidam - https://www.equidam.com/ebitda-multiples-
trbc-industries/ - A table of valuation multiples by Industry.  
They also provide valuation and other services. 

3. First Page Sage - https://firstpagesage.com/seo-
blog/ebitda-multiples-by-industry/ - Provides a great little 
chart of EBITDA multiples by industry including by revenue 
type and for small to medium sized businesses ($0-10M 
EBITDA). 

4. Siblis Research - https://siblisresearch.com/data-ser-
vices-pricing/ - Services include data for EBITDA multiples 
across industries. Requires subscription. 

5. New York University Stern School of Management - 
https://pages.stern.nyu.edu/~adamodar/New_Home_Page
/datafile/vebitda.html - Great chart that is updated regularly 
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and shows EBITDA multiples across a wide range of differ-
ent industries. 

6. Full:Ratio - https://fullratio.com/ebitda-multiples-by-in-
dustry - Post includes an explanation of how EBITDA multi-
ples are calculated and used plus a current table of multiples 
by industry. 

7. BizBuySell Insight Reports - 
(https://www.bizbuysell.com/insight-report/) - Publishes 
quarterly Insight Reports that include statistics on small 
business transactions and valuation multiples across various 
industries. 

8. BVR's DealStats Value Index - 
(https://www.bvresources.com/products/dealstats-value-
index) - Provides a quarterly report on valuation multiples 
and median selling prices for private companies compiled 
from the DealStats platform.  Also formerly known as Pratt’s 
Stats, it also provides information on private company mer-
ger and acquisition (M&A) details, including financials and 
valuation multiples. 

9. Eqvista - https://eqvista.com/ebitda-multiples-by-indus-
try/ - Has a decent overview of calculations that go into valu-
ations as well as an extensive list of industry average multi-
ples. 

10. IBBA Market Pulse Survey - 
(https://www.ibba.org/market-pulse/) - In partnership with 
M&A Source and the Pepperdine Private Capital Markets 
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Project, it offers a quarterly report on market trends and 
multiples in the business brokerage industry. 

11. PitchBook Benchmarks - (https://pitchbook.com/data) - 
Provides comprehensive data on private equity and venture 
capital market trends, including valuation multiples. 

12. GF Data Resources - (https://www.gfdata.com/) - Offers 
detailed reports on private equity-sponsored middle-market 
transactions, including valuation multiples. 

13. PwC's Deals Industry Insights - 
(https://www.pwc.com/us/en/services/deals/industry-
insights.html) - Provides insights and data on deal strategy, 
due diligence, and trends, including industry multiples. 

14. Valuation Resources - (http://valuationresources.com/) - 
Offers industry-specific valuation multiples, economic re-
ports, and industry outlooks. 

15. Capital IQ -  https://www.capitaliq.com/ - Typically re-
quires a subscription or academic institution affiliation. Pro-
vides financial data, analytics, and research, which includes 
valuation multiples for various industries. 

16. Thomson Reuters Eikon - https://eikon.refinitiv.com/ - 
Via subscription only. - Delivers a broad range of data, in-
cluding market, company, and industry information, which 
can be used to analyze valuation multiples. 

These sources are widely used by professionals in the field of 
mergers and acquisitions to benchmark valuations and understand 
industry trends. Access to some of these databases may require a 
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subscription or association with an academic institution.  If you work 
with a buy-side broker or investment banker, be sure to find out 
which indexes they use and have regular access to for determining 
industry multiples. 



Acquire Before You Exit 

Book Reviewer Edition - 316 

Sample Letter of Intent (LOI) 
 
[ON COMPANY LETTERHEAD] 
 
STRICTLY PRIVATE AND CONFIDENTIAL 
 
[Date] 
 
VIA EMAIL ([POC Email Address]) 
 
[POC Full Name] 
[POC Title] 
[Company Name] 
[Street Address] 
[City], [ST], [Zip] 
 

RE:  Letter of Intent to acquire [Company Name] 

 

Dear [Company POC First Name] -  

Pursuant to recent discussions, we are pleased to submit the fol-
lowing proposal (this “Letter of Intent” or “LOI”) by [Your Company 
Name] (“Buyer” or “[Short Buyer Company Name]” herein) to ac-
quire (the “Transaction”) [Seller Company Name] (the “Seller” or 
“[Short Name]” herein) each also a “Party” herein and collectively 
the “Parties” hereto.  This LOI describes our understanding of the 
deal at this point and the terms upon which we currently expect to 
execute the Transaction.  

1. Buyer.  As described above, the “Buyer” for the agreements will 
be [Your Company Name], a [Type of Entity] formed under the 
laws of [Place of Formation], with a primary business address of 
[Your Business Address].  The primary point of contact (“POC”) 
for Buyer is [Buyer POC Name], [Buyer POC Title], with an email 
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address of [Buyer POC Email Address] and a primary contact 
phone number of [Buyer POC Phone Number]. 

2. Seller.  The “Seller” for this transaction will be the shareholders 
of [Seller Company Name], a [Entity Type] formed under the 
laws of [Place of Formation], with a primary business address of 
[Company Business Address].  The primary point of contact for 
[Short Name] is [POC Full Name], [POC Title], with an email ad-
dress of [POC Email Address] and a primary contact phone num-
ber of [POC Phone Number]. 

3. Background and Deal Basis.  The following reflects our under-
standing of the current state of the Company as well as those 
specific aspects of the Company that are the basis for how we 
expect the Transaction to be completed as described in this LOI. 

a. [Brief Description of Company and Assets – what are you 
buying?] (the “Business”). 

b. [General Description of Company Financial State- under-
standing of revenue, profit, etc., likely from interviews or 
a prospectus or other documentation received during in-
itial diligence] 

c. [If a share purchase, also describe the Shareholder / Cap 
Table Situation – how many shareholders, how many 
shares – this is NOT a full cap table at this stage] 

d. [If an asset purchase, describe the key assets that Buyer 
expects to acquire.  This may be as simple as saying “all 
or substantially all of the assets of Seller”]. 

e. [Description of Situation(s) leading to Sale Decision] 

f. [Description of Valuation Process, Valuation Basis, and 
conclusion of Company Valuation – what records were 
examined, a weighted average of revenue and EBITDA 
for the past two or three years, a multiple based on the 
industry or type of business, and the resulting value of 
the company] 
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4. Purchase Price and Proposed Deal Structure. Buyer is proposing 
to acquire the Business as a [share / asset] purchase upon the 
following anticipated terms and conditions which are subject to 
change or re-negotiation based upon data or other information 
reviewed as part of the due diligence process that impact any or 
all of the terms below: 

a. [Structure of Deal / Deal Terms – Multiple Sub-Para-
graphs if Needed – i.e., if there is a down payment, a 
share price or a seller note, different payout dates, and 
an earn out, that may be four paragraphs.  You may keep 
this relatively simple for the LOI (e.g., a down payment, 
bank loan and seller note) and then get more creative 
when you put together the final deal.] 

b. [Total Purchase Price – the total amount of considera-
tion to be paid of all types once the Transaction is com-
pleted] 

c. [Other special conditions or requirements for the deal – 
e.g., this could be that the company successfully exits 
from probate prior to the completion of due diligence, or 
that a bankruptcy judge or receiver approves the deal] 

5. Real Estate.  [Briefly describe what real estate assets will be in-
cluded in the transaction including whether they will be pur-
chased or if they are on a lease that will need to be assumed – 
provide current estimated value of purchased real estate and 
the monthly lease rate and remaining lease duration for leased 
real estate, if known and if not leave it “to be specifically deter-
mined during due diligence”.  Alternately, state: “No real estate 
assets will be transferred to Buyer by Seller by this Transaction.” 
This is important because real estate can require additional deal 
diligence and documentation.] 

6. Inventory.  [Briefly describe the general nature of what inven-
tory is being acquired as art of the Transaction (e.g., “Buyer ex-
pects to acquire all spare parts, lubricants, and other inventory 
currently held by Seller for use in the Business as part of the 
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transaction.  The specific items, quantities value, and any en-
cumbrances thereon will be determined as part of Due Dili-
gence.”  Inventory may also include or encompass raw materials 
or incomplete work in progress. Alternately, if there is no inven-
tory, either delete this section or state: “No inventory is cur-
rently expected to pass from Seller to Buyer as part of this pur-
chase.” It’s important to capture a base perception of Inventory 
because it can be a big part of a company’s valuation and may 
also involve debts owed to vendors, ongoing credit facilities, 
etc.] 

7. Financing.  [If applicable: “Buyer requires financing in order to 
complete this purchase and the purchase is expressly condi-
tioned upon Buyer being able to secure financing on terms ac-
ceptable to Buyer within the Due Diligence period.  Buyer has al-
ready started the process of securing financing for this purchase 
and will move forward with those preparations as soon as this 
LOI is executed.” – Delete this paragraph if not required – and 
modify if the financing agreed upon is a seller note, in which 
case if you have already determined rate, duration and other 
terms for that note, state them here with a notation that they 
may be subject to change based on the completion of due dili-
gence.] 

8. Employees.  [Preserving employment for key individuals is often 
a key aspect of a deal. When it comes up as part of pre-LOI dis-
cussions, you can cover it in the LOI as follows: “As part of the 
Transaction, certain key employees would be offered continued 
employment with the Business post-Closing under terms similar 
to those already being enjoyed, which employees, terms and 
conditions are subject to review and approval by Buyer during 
Due Diligence.”] 

9. Due Diligence Period & Process.  Buyer requests a 
[30/45/60/90-day – the size of the timeframe should be appro-
priate to the size of the company being acquired and how much 
effort will be required] Due Diligence period.  Provided the pro-
cess is progressing to the satisfaction of both parties, and only if 
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necessary, that period may be extended upon the written 
agreement of both parties hereto.  The Due Diligence period will 
commence on the next business day after the date that it is 
agreed to and signed by Seller (the “Effective Date”).  Buyer has 
a team of experienced investment professionals and advisors 
ready to begin formal diligence immediately after the Effective 
Date.  The parties also agree to begin formulating the Definitive 
Agreements (described below) during Due Diligence such that 
they can be finalized and are ready for execution by the sched-
uled Closing Date. Although it’s likely there will be additional ar-
eas of examination that come to light as we talk with personnel 
made available to Buyer for this process and as we examine pro-
vided data, materials, systems, and other information in more 
detail, the key areas of focus for Due Diligence are expected to 
encompass the following: 

a. Review of full financial data including updated financials 
for [Financials Time Frame – usually 3-5 years and up to 
most recent accounting closing date – e.g., last day of 
the month prior to the date of this LOI]; 

b. Full determination of current liabilities and debts of the 
Company including identification of which liabilities 
and/or debts will be satisfied prior to Closing; 

c. Review of service line pricing structures across all divi-
sions or business lines including customer or user his-
tory; 

d. In person and on-site reviews and inspections of equip-
ment and facilities, potentially with the assistance of 
third party experts; 

e. As necessary and appropriate, interviews with and as-
sessment of current key management team members; 

f. Review of all licenses and related or other regulatory fil-
ings and records, including any complaints or issues filed 
with regulatory authorities and the current status 
thereof as well as potential cost required for any 



Acquire Before You Exit 

Book Reviewer Edition - 321 

resolution, and investigation of any currently unknown 
issues regarding any sale and transfer applications for 
Seller; 

g. Review of systems and IT platforms and infrastructure 
including websites, client portals, mobile apps, custom 
software applications in use by the Company, and the 
like; 

h. Review of all material contracts including all equipment 
and facilities leases, employment contracts, vendor con-
tracts and all other documents or agreements used 
and/or critical to the conduct of the business; 

i. Review of sales and marketing assets, materials and op-
portunities available to or in use by the Company; 

j. All other customary accounting, tax, compliance, insur-
ance, legal, and human resources diligence areas. 

10. Closing.  The closing of this transaction (the “Closing”) will in-
volve the signing of the Definitive Agreements as well as the 
transfer of consideration described above and provided for in 
the agreements. It will be scheduled to take place on a date that 
is beneficially timed from an accounting perspective that is also 
as soon as possible following the completion of the Due Dili-
gence process described above, and is currently anticipated to 
be [Closing Date] (the “Closing Date”). 

11. Banking / Working Capital Requirements.  The parties will de-
termine during the Due Diligence process what bank accounts 
are necessary to the continued operations of Seller and what 
balance needs to be left in those accounts as well as what levels 
of other working capital sources are required for the ongoing 
operation of the business as part of this transaction (the “Work-
ing Capital Requirements”).  This exercise will also include de-
termination of any “straddle” issues (i.e., those that begin be-
fore but cannot be concluded until after the Closing Date) that 
affect or need to be accounted for in the Definitive Agreements.  
It will also determine what the normalized level of net working 
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capital is the business and determine what that level needs to 
be at closing, which approximate amount will also be provided 
for in the Definitive Agreements. 

12. Ordinary Course / Standstill Agreement.  During the time this 
LOI is in effect and through the Closing Date, Seller will continue 
to conduct its business in the ordinary course consistent with 
past practice and will notify Buyer prior to entering into any ma-
terial extraordinary transactions or other events outside the or-
dinary course of business.  Additionally, Seller also agrees not to 
change any of its accounting policies or practices during the Due 
Diligence period through closing. Following the execution of this 
LOI, and until the Closing or a termination of this LOI as pro-
vided for herein, Seller also agrees not to sell any portion of the 
Business or raise capital or otherwise perform transactions that 
affect the capitalization structure of the Company. 

13. Access to Confidential Information.  After the execution of this 
LOI, and subject to any non-disclosure agreement (the “NDA”) 
signed prior to the date of this LOI, Buyer and its advisors shall 
have full access to any and all information about the Business. 
The Buyer shall maintain a fiduciary duty to keep the infor-
mation that it obtains confidential and agrees to not share with 
any third (3rd) party unless the Seller gives their written consent 
or unless compelled to by operation of law. 

14. Return of Materials. Any information that is obtained by Buyer 
from Seller shall be returned if a Definitive Agreement or Clos-
ing cannot be completed. 

15. Exclusivity.  Seller agrees to work in good faith expeditiously to-
wards a closing and agrees that it will not, anytime prior to the 
planned Closing Date, take any action to solicit, initiate, encour-
age, or assist the submission of any proposal, negotiation or of-
fer from, or otherwise discuss with any person or entity other 
than Buyer relating to the sale or issuance, of any of the equity 
interests of the Company, the acquisition, sale, lease, license, 
recapitalization (whether equity or debt financed) or other dis-
position of the Company or any material part of the stock or 
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assets of the Company (“Alternative Transaction”) and shall no-
tify Buyer promptly of any inquiries by any third parties in re-
gards to the foregoing.  The exclusivity will auto-renew for addi-
tional 10-day increments if each of the Company and Buyer are 
working diligently and in good faith to close the transaction. 
Seller and its shareholders will immediately cease any discus-
sions with third parties regarding an Alternative Transaction.  

16. Confidentiality.  Each party hereto agrees that it will not make 
any public disclosure, other than to attorneys, accountants, fi-
nancial advisors and financing sources (who will be advised of 
the existence of the restrictions contained in this paragraph 
prior to disclosure), of the existence of this LOI or of any of its 
terms without first advising the other parties and obtaining the 
written consent of such other parties to the proposed disclo-
sure, unless such disclosure is required by applicable law or reg-
ulation, in which event the party contemplating disclosure will 
inform the other parties of and obtain their consent to the form 
and content of such disclosure, which consent shall not be un-
reasonably withheld or delayed. 

17. Approvals and Conditions.  Any final proposal will be subject to: 
(a) completion of Due Diligence; (b) the negotiation and execu-
tion of mutually satisfactory Definitive Agreements; and (c) final 
approval of Buyer’s principals and shareholders.  Neither party 
has indicated any awareness of any legal, regulatory, or anti-
trust matters that would adversely affect either party’s ability to 
complete the Transaction. 

18. Legal Documentation.  Transaction will be subject to, among 
other things, the execution and delivery by all appropriate par-
ties of definitive legal documents (the “Definitive Agreements”) 
customary for transactions of this type, including without limita-
tion, a Purchase Agreement (“PA”) with warranties, closing con-
ditions, escrows, covenants, and indemnification customary for 
transactions of this type, subject to customary limitations. Fur-
ther, Buyer expects the Sellers and key management to sign, 
subject to applicable law, customary non-compete and non-
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solicitation arrangements, if and as appropriate. Additional deal 
documentation may be required and included as part of the De-
finitive Agreements as determined by the results from Buyer’s 
due diligence, legal input by counsel for both Buyer and Seller, 
and the final deal structure agreed to by the parties. 

19. Expenses.  Each party will bear their own expenses in connec-
tion with the transactions contemplated hereby including, with-
out limitation, fees and expenses charged by the Company’s 
agents, attorneys, brokers, accountants and any other third 
party experts in connection with the implementation of this LOI, 
regardless of whether the Definitive Agreements are executed 
and the Transaction described herein is consummated or not.  

20. Governing Law. This LOI shall be governed by the laws of the 
[Law Choice Jurisdiction] without giving effect to choice of law 
principles.  The parties have discussed and understand that the 
ultimate jurisdiction/choice of law for enforcement of the con-
templated PA will vary to protect respective rights of the parties 
and that deal terms customary to that jurisdiction will apply to 
the Transaction.  

21. Counterparts. This LOI may be executed in one or more coun-
terparts (including by facsimile, PDF, or other electronic deliv-
ery) which, when taken together, shall represent a fully exe-
cuted LOI.   

22. Public Announcement. The parties mutually agree that a press 
release or any other public announcement shall be made re-
garding the Transaction contemplated under this LOI only upon 
the closing of the Transaction contemplated herein and only to 
include non-confidential information.  Any such announcement 
shall be made either by Buyer or jointly by Buyer and Seller un-
less the parties mutually agree otherwise. 

23. Non-Binding Effect.  This LOI is meant to be an expression of 
Buyer’s interest to make an investment in the Company gener-
ally on the terms outlined above and should not be considered 
an offer, an agreement of purchase and sale or other binding 
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commitment. Neither party is obligated to enter into or perform 
any agreement regarding our proposed investment unless and 
until definitive agreements are executed and, in such event, 
only to the extent set forth in any such agreements. Notwith-
standing anything in this LOI to the contrary, the parties intend 
that (a) the provisions in sections 12, 15 and 18 of this LOI be 
enforceable and binding and that the rights and obligations con-
tained in such paragraphs will inure to the benefit of the parties’ 
successors and assignors and (b) other than as provided in sub-
clause (a), no other provision in this LOI is intended to create a 
binding obligation on any party. 

24. Good Faith Negotiations. Both parties agree to act honestly and 
diligently to enter into "good faith" negotiations and work to 
develop and execute the Definitive Agreements and achieve a 
successful Closing. 

25. Currency. All mentions of money or the usage of the "$" icon 
shall be known as referring to the US Dollar. 

26. Severability. In case any provision or wording in this LOI shall be 
held invalid, illegal, or unenforceable, the validity, legality, and 
enforceability of the remaining provisions shall not in any way 
be affected or impaired thereby. 

27. Expiration and Termination.  This LOI will expire at [5:00 pm 
PST] on [Expiration Date], unless executed by the Company and 
delivered to Buyer prior to that time or unless extended in writ-
ing by the mutual agreement of the Parties hereto. Once exe-
cuted, this LOI can also be terminated by either party with cause 
upon 15 days written notice to the other party with any oppor-
tunity to cure the reason for termination to be agreed upon by 
the parties at the time notice of termination is given. 

28. Transaction Team.  The key Buyer team members listed below 
are dedicated to seeing this transaction through to an expedi-
tious signing and closing. Please feel free to contact any mem-
ber of the team with questions regarding this LOI. 

a. [Team member name and contact info #1] 
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b. [Team member name and contact info #2] 

c. [Team member name and contact info #3] 

d. … 

Should the terms described in this LOI be acceptable to Seller, 
please sign in the acknowledgment section below and return by 
email.  We look forward to working with you to complete this trans-
action as expeditiously as possible. 

 
Sincerely,       
 
 
          
[Buyer POC Name], [POC Title] 
[Buyer Company Name]      
     
 
UNDERSTOOD, ACCEPTED AND AGREED:   

 

       
[Seller POC Name], [POC Title] 
[Seller Company Name] 
 
DATED:        
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List of Creative Finance Methods 
NOTE that the items marked with an asterisk (*) result in your 

not owning as much of your own company – you basically sell off a 
portion in order to raise the funds. If you sell off more of your com-
pany than you grow through acquisition, you actually end up going 
backwards, so be very careful about using them.  Always have your 
accounting and financial and tax folks do the calculations before us-
ing ANY of these methods for financing a business acquisition. 

Fund Raising 
1. Cash Financing: Using available cash reserves to fund the 

acquisition. 

2. Private Equity*: Selling a stake in the business to a private 
equity firm. 

3. Venture Capital*: For high-growth potential businesses, 
venture capital can be a source of funding. 

4. Angel Investors*: High net worth individuals who provide 
capital for a business start-up, usually in exchange for con-
vertible debt or ownership equity. 

5. Crowdfunding: Raising small amounts of money from a 
large number of people, typically via the Internet.  Note that 
this is NON-equity crowdfunding, which means you may be 
giving something else away in order to raise the money: swag, 
services, free or discounted products, etc. 

6. Equity Crowdfunding*: Raising capital through the sale of 
equity stakes online. 
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7. Direct Public Offering (DPO)*: Offering equity (stock for 
a corporation or membership units for an LLC) directly to the 
public to raise capital.   

Debt Financing 
8. Seller Financing: The seller provides a loan to the buyer, 

which is paid back over time. 

9. Bank Loan: Securing a traditional loan from a banking in-
stitution. 

10. SBA Loan: Utilizing Small Business Administration loans 
designed for SMBs. 

11. Asset-Based Lending: Loans based on the assets of the 
business, such as inventory or receivables. 

12. Mezzanine Financing: A hybrid of debt and equity financ-
ing that gives the lender the right to convert to an equity in-
terest in case of default. 

13. Earnouts: A portion of the purchase price is paid based on 
the performance of the business post-acquisition. 

14. Vendor Take-Back Mortgage: The seller takes a note for 
part of the purchase price secured by the assets being sold. 

15. Royalty Financing: The acquirer pays a percentage of reve-
nue over time. 

16. Bridge Loans: Short-term loans to bridge the gap until long-
term financing is secured. 

17. Bond Issuance: Issuing corporate bonds to raise capital. 
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18. Leaseback Arrangements: Selling an asset and leasing it 
back for a long-term. 

19. Promissory Notes: A written promise to pay a specified 
amount of money at a certain time or on demand. 

20. Non-Recourse Loans: Loans where the lender is only enti-
tled to repayment from the profits of the project the loan is 
funding, not from other assets of the borrower. 

21. Recourse Loans: The lender can claim the borrower’s as-
sets if the borrower fails to repay the loan. 

22. Revolving Credit Facilities: A credit line that can be used, 
paid back, and used again. 

23. Factoring: Selling accounts receivables at a discount to a 
third party. 

24. Purchase Order Financing: Obtaining advanced financ-
ing based on purchase orders from customers. 

25. Inventory Financing: Using the inventory as collateral for 
a loan. 

26. Real Estate Mortgage: Taking out a mortgage on real estate 
property. 

27. Equipment Financing: Loans specifically for the purchase 
of equipment where the equipment itself often serves as col-
lateral. 

28. Balloon Loans: Loans that have large, one-time payments 
at the end of the term. 



Acquire Before You Exit 

Book Reviewer Edition - 330 

29. Deferred Payment Loans: Loans which offer a period dur-
ing which no payments are required. 

30. Syndicated Loans: Loans provided by a group of lenders 
and administered by one or several commercial banks or in-
vestment banks. 

31. Government Grants: Funds provided by government bod-
ies for specific projects or expansions. 

32. Economic Development Incentives: Financial incentives 
provided by government entities to support business expan-
sion. 

33. Export Credit Agencies (ECA) Financing: Government 
or quasi-governmental institutions that provide loans, loan 
guarantees, or insurance to encourage export activities. 

34. Insurance-Backed Financing: Using insurance policies as 
collateral for a loan. 

Equity Financing 
35. Preferred Equity*: A class of ownership that has a higher 

claim on assets and earnings than common stock. 

36. Convertible Notes: Debt that can be converted into equity 
at a later date. Note that convertible notes may or may not au-
tomatically convert depending upon the specific terms of the 
note.  Also note that investors in convertible notes may or may 
not want equity. If you want to be able to pay the note off ra-
ther than giving away equity, make sure you are talking to the 
right type of investors and be sure your attorney puts the note 
together with that in mind.   
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37. Capital Raising through IPO*: Going public to raise eq-
uity capital. 

38. Employee Stock Ownership Plan (ESOP)*: Financing 
through the sale of stock to a company's employees. Note that 
although this method gives stock away to your employees, the 
final result may be much more favorable in the end.  Not only 
can you control the amount of equity that is placed into an 
ESOP, but when you eventually exit, your employees get some 
of the benefit of the sale as well. 

39. Partial Executive Buy-Out*:  When some of the key exec-
utives of the company invest money directly into the company 
(potentially from their retirement or 401K savings) in order to 
get a share (or a greater share) of the exit price for the ex-
panded business.  This also has the effect of incentivizing your 
key executives to go all-in on expanding by acquisition be-
cause they will share in the success they help deliver. 

40. Special Purpose Acquisition Companies (SPACs)*: 
Companies created specifically to pool funds in order to fi-
nance a merger or acquisition opportunity.  Note that these 
have fallen out of favor due to changes in SEC rules.  They also 
involve a change of ownership.  SPACs are more likely to be 
an exit method than a financing method, but they are still 
worth mentioning here. 

41. Pension Fund Investment*: Direct investment from pen-
sion funds.  

42. Family Offices*: Private wealth management advisory firms 
that serve ultra-high-net-worth individuals. 
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Other Financing Techniques 
43. Joint Ventures: Sharing the costs and benefits of the acqui-

sition with another company. Note that these can be compli-
cated and take attention away from acquisitions and integra-
tions. That said, if a Joint Venture is used as a bridge to an 
eventual buy-out of all or part of your JV partner business(es), 
then it could be a useful expansion technique. 

44. Strategic Partnerships: Partnering with another business 
that may also finance part of the acquisition.  Also add com-
plexity, but if they are entered into with the goal of jointly fi-
nancing an acquisition, then doing a partnership to get the 
capital to make an acquisition could be a useful tactic to con-
sider. 

45. Off-Balance Sheet Financing: Using methods like operat-
ing leases to keep debt off the company's balance sheet. This 
is something that is primarily done to improve your chances 
of getting other debt financing. It carries with it some risk and 
should be thoroughly discussed with your financial advisors 
before you proceed. 

46. Sale-Leaseback of Intellectual Property: Selling intel-
lectual property and leasing it back. 

47. Sale-Leaseback of Real Property: Selling real estate to 
raise capital and leasing it back. 

48. Microloans: Small, short-term loans offered by individuals 
or SME-specific lenders. 
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About The Author 

Ed Gehres, Jr. is not just an author; he's a seasoned navigator 
in the complex business world, boasting over 25 years of experience 
as both a visionary business executive and a sharp-minded attorney. 
At the forefront of his own business advisory and law firm and as a 
senior mergers and acquisitions (M&A) advisor, Ed blends deep in-
dustry knowledge with a strategic approach, making him a formida-
ble figure in the business landscape. His career is a mosaic of influen-
tial roles across diverse sectors, including technology, healthcare, and 
finance, where he's engaged with a spectrum of companies, from vi-
brant startups to highly recognizable Fortune 10 leaders. 

Ed's prowess in mergers and acquisitions is particularly re-
markable. He's been a critical contributor behind multiple M&A 
transactions, skillfully providing management and expertise for deals 
ranging from around $1 million to $1 billion-plus. His involvement 
spans the full M&A cycle, from strategic planning and deal structur-
ing to the intricate processes of due diligence, closing, and integration 
– a multifaceted experience that sets him apart from his peers. This 
dual expertise as an executive and attorney has positioned him as a 
key player in shaping billion-dollar business landscapes. 
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Beyond his corporate achievements, Ed is a champion of op-
erational integration and technological innovation. His notable suc-
cess in merging and streamlining operations across multiple compa-
nies underlines his ability to enhance business efficiency and perfor-
mance. His flair for tech-driven solutions is evident in his implemen-
tation of advanced systems and the development of custom applica-
tions, showcasing his adaptability and forward-thinking mindset. 

Central to Ed's ethos is his dedication to empowering small 
and medium-sized business (SMB) owners. Drawing from his 
extensive hands-on experience, he's committed to demystifying the 
complexities of business operations for SMBs. His impact and 
reputation in the business community are reflected in the glowing 
endorsements on his LinkedIn profile.6 

In Acquire Before You Exit, Ed distills his wealth of expe-
rience into a compelling narrative, offering readers a practical guide 
to leveraging mergers and acquisitions for strategic growth and max-
imizing exit prices. This book is not just a collection of insights; it's a 
roadmap for business owners to navigate the challenges and oppor-
tunities of the M&A landscape, inspired by real-world scenarios and 
Ed's hands-on approach to business growth and transformation. It's 
an essential read for anyone looking to elevate their business to new 
heights and prepare for a successful exit. 

 

 
6 https://www.linkedin.com/in/egehres. 



 

 



 

 

  



 

 

  



 

 

 


