
 

Following a weekend of reflection, Alex Greene had conceived an exit strategy based 

on a very ambitious growth plan.  Over the next few years he had purposefully 

expanded his management team and put considerable resources into developing a 

pipeline of products that would not only illustrate the ability of his company to stay 

ahead in the marketplace, but also convince the global leader that Greene 

Manufacturing is a must-have acquisition.   

From reading a series of articles, Alex had addressed most of the tasks outlined in our 

countdown process and, as the Midnight Hour approached, was confident that the 

company was well-positioned as an exciting investment for his targeted buyer.  But as 

the clock struck twelve, he discovered that the way forward was not so clear.  As various 

doors opened and closed,  there were some difficult decisions to be made.   For the first 

time since he embarked on this exit strategy, Alex was unsure which way to proceed.

The Midnight Hour, or the Witching Hour as it’s known in some circles, can often bring 

surprises, not all of which may be pleasant.  You could liken it to that last hour of 

stock-trading, or the quarterly episodes known as Freaky Fridays, when there is higher 

than average volatility.  

Like the traders who have to deal with Witching Hours and Freaky Fridays, those 

involved in the buying and selling of a business need to understand the causes of 

volatility, including the fact that all players will be holding their cards close to their 

chest.  You are advised to have a pre-determined strategy for addressing the ups and 

downs of the roller coaster ride ahead.  

In this issue of Changing Lanes, we look at some last minute preparations and 

strategies that can contribute to a positive outcome. 
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What Happened to Alex?
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It’s Decision Time

If you have completed all the preparations required to 

ensure you have a sustainable, saleable business that 

interests a number of interested buyers both from inside 

and outside your business, you are now ready to tackle the 

Witching Hour.  

Hour Twelve

Purpose

To initiate the steps required to complete the transition of 

ownership and a successful sale of your business.

Process

Review the five steps and key components of the sale 

process and develop a plan to address the volatility while 

navigating the transaction. 

Payoff

A well-executed sale that benefits all stakeholders and 

delivers a good return on the time invested in preparing 

the business for sale.

Alex Greene did actually sell his business — to the Global 

leader in the industry whom he had targeted from day one.  

But it wasn’t all smooth sailing.   

We were introduced to Alex after the fact but he was happy to 

share his thoughts with us — and the difficult decisions he 

had to make.  “I wouldn’t say I am unhappy with the outcome,” 

pondered Alex.  “But if I had it to do over again there are a 

number of things I would do differently.  It took much longer 

than I expected and I don’t appreciate being ‘nickel and 

dimed’.  I almost walked away a number of times.”  Here are 

some more of Alex’s reflections:

It was definitely a mistake to negotiate with only one 

prospect.   I had turned down a number of unsolicited offers 

during the years.  While being focused on getting the 

attention of the global leader was a great motivator, I think 

it lessened my bargaining power.  I   should have invited 

more people to the party.

I did waiver from my goal during the negotiation process.      

I thought we had more or less agreed on the terms when 

they added a clause that I stay around for two years to help 

with the transition.  I had wanted a clean break so had to 

make up my mind whether to give up or give in!  It occurred 

to me that I might be better off holding onto the company 

and letting others manage it.  In the end, I decided two years 

should go by fairly quickly.

On the upside, all my existing staff were assured of their 

jobs.  Kevin got his bonus and has also earned a promotion 

under the new regime.

After the deal was finalized I found out that my not 

insignificant tax bill could have been considerably less.   

That was a hard pill to swallow.   

I think the biggest mistake was doing this alone.  While I had 

a great personal financial advisor, I didn’t heed his advice to 

align myself with a business transition advisor who would 

have been able to guide me through the process and at the 

same time help me balance the left-brain financial 

decisions with the right-brain emotions.  

As you put the final touches on preparing your business for 

sale, be sure to consider Alex’s learnings while reviewing the 

ideas covered in this newsletter.
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Managing the Volatility

Navigating the sales process, and managing the volatility that 

can arise along the way, is not for the faint of heart.  While it is 

important that you fully understand and participate in each 

leg of the journey, you will benefit immensely from the 

guidance and assistance of a professional who specializes in 

positioning businesses for sale and structuring the actual 

transactions.  You would not consider engaging your family 

doctor to conduct brain surgery; likewise don’t cut corners 

when selling your business.   

If you want to avoid some of the volatility associated with 

open negotiations, consider a Controlled Auction as a  

structured way to create some competition among multiple 

potential buyers while still allowing you to maintain a strong 

negotiating position.   A Controlled Auction is a carefully 

sequenced series of events where all contenders are 

provided with the same facts and assessed based on the terms 

First Things First
If you have been following our approach to preparing your 

business for sale, you will have already: 

In the first four hours, empowered your management team 

and  “walked in the buyer’s shoes” to identify and initiate 

those actions most likely to attract internal and external 

purchasers.  

In Hour 7, conducted a financial analysis and made 

adjustments to further maximize the valuation multiple.

In Hour 9, focused on building relationships with different 

types of potential buyers for your business. 

Following the development and implementation of a 

strategic growth plan in Hours 10 and 11, have proof that 

your business is sustainable under new leadership.

But before you go any further, beware of the Entrepreneur’s 

Fantasy – the belief that whenever you are ready to sell a 

qualified buyer, with a suitcase full of cash amounting to ten 

times what you think the business is worth, will knock on the 

door.  While finding the right buyer is rarely that easy,  an 

experienced business transition advisor can lead the process 

for you and help you implement the following recommended 

strategies:

Work with a qualified transaction advisor who specializes in 

selling privately- owned businesses and has a proven track 

record for finding suitable buyers, protecting 

confidentiality, and achieving the highest sale value with 

the best possible transaction terms.  This will allow your 

management team to remain focused on its core objective 

– maintaining a solid financial performance.

Get an updated valuation and identify your must-have 

terms for the sale, including your role beyond the sale.

Invest in an independent financial audit to assure buyers of 

the accuracy of your financial information and the overall 

professionalism of your company.

Conduct a tax and estate  planning exercise to highlight the 

tax implications and the potential financial outcomes of 

the sale.  

Ensure the timing of the sale is appropriate.  Typically, the 

value of your business will fluctuate with the economy and 

fewer buyers will undertake acquisitions during slow 

economic times.

Prepare a compensation package to aid retention of key 

employees during and after the sale process.

If you have identified an internal buyer, ensure you have 

aligned your respective visions for the company in order to 

maintain the current culture of the organization.

If your preferred sale is the external option, determine the 

types of buyers to invite to the table:  strategic, financial, or 

a hybrid of both (see Hour 3). 

Finally, review the ideas in Managing the Volatility below 

and discuss with your business transition  advisor.

Continued on page 4
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Manage the Volatility continued

3.  Select the Cream of the Crop

Out of the group that reviewed the memorandum, likely no 
more than five will still be in the game at this point and ready 
to submit an Expression of Interest –  an informal letter 
indicating their interest in moving to the due diligence stage.  
From these you will invite the most qualified candidates to a 
face-to-face meeting for a mutual exchange of information.  

4.  Negotiate the Terms

You are now ready to request these top 
candidates submit a (non-binding) 
Letter of Intent which outlines the key 

terms of a potential purchase offer 
including price, form of payment, 

employment terms for key employees, and 
the timeframe for completing the deal.  As the 

seller, you will be required to provide a draft 
Purchase and Sale Agreement along with more 

detailed legal and financial information for buyers to 
use in their due diligence.  This is where negotiations 

begin in earnest and it can be a very unpredictable 
time. Your business transition advisor can help you stay 
the course and add stability to the negotiations.  Be sure 
all draft agreements and letters permit ongoing 

negotiations with other potential purchasers!

5. Complete the Deal

If, after all the negotiations, common ground is found, you are 
ready to ink the deal with the successful bidder and move to 
the next stage of your business transition plan – managing a 
new form of wealth.  It is also time to implement the Post 
Transition Plan you created in Hour 2!

of their offer.  The objective is to keep the process moving 

along without giving any one prospect an advantage over 

another.  Review our synopsis of the five key steps in the 
process and then contact us to discuss how the approach 
might differ for you. 

1.  Identify Prospects and Attract Interest

Certainly no one wants to feel they left something on the 
table when  selling their business – whether it’s related to the 
physical, social, or intellectual capital you 
have built up over the years.  But how 
will you know you made the best deal if 
you negotiate with only one interested 
party? 

Most transaction advisors will suggest “casting 
a wide net” to garner the interest of multiple 
prospects.  The goal is to identify all the players 
that would, for various reasons, benefit from 
acquiring your company.  As it is difficult to predict 
just who will take the bait, beginning with quantity will 
allow you to narrow the field for quality later in the 
process. 

This is the marketing phase of the process so be sure to 
advertise the key attributes of the business and identify 
growth opportunities that a new owner can leverage.  
Creating a sense of urgency around the impending deal will 
prompt interested parties to respond quickly to the proposed 
call to action.  You don’t have to identify your company at this 
point.

2.  Narrow the Field 

Typically less than half of your initial prospects will respond to 
step one and/or warrant inclusion in this second step of the 
process where you provide them with some confidential 
information about your business.  Upon receipt of a signed 
Non-Disclosure Agreement which defines the terms under 
which this confidential company information will be shared, a 
memorandum is issued to those respondents who best fit 
your buyer criteria.  The objective is to provide potential 
buyers with a history of the business including an analysis of 
the operation, past financial results,  and future projections.  
Accompanying this package will be a Bid Solicitation Letter 
that details the procedure for submitting a non-binding 
Expression of Interest in acquiring your company.
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