
You only sell your business once - preparation is key!

For some business owners, the ongoing global crisis has put the decision to sell their business on hold.
The ever-changing economic landscape has created a situation where the desire to sell remains but the
means of doing so are not so clear. Selling a business represents the culmination of years of hard work
and dedication where all your efforts are finally rewarded, but because of Covid-19 you may not feel
you’ll get what you deserve. Convincing potential buyers that the fall in profits are only temporary and
that they will return to the promising levels of the past will be a challenge, but with the right planning you
can position the business in it’s best light.

“The key is positioning your business in the best light and running a competitive process”

Preparation
To ensure your business is as attractive as possible you need to make sure it’s “sale ready” when the
time comes, and the earlier the preparations begin the better. Conducting a self-valuation will give you
a guide of the possible value of your business but your business is only worth what someone is willing
to pay for it. The valuation exercise is also useful in identifying the potential acquirers for the business.
Never guide a potential buyer on valuation as different acquirers may attribute different values to a
business and see something that others do not see. This is a key element in identifying suitable
acquirers and ensuring that the business is suitably presented to maximise value.

The value of the business may be depressed due to Covid-19 but the key to any process is to push
potential acquirors to value the business and bid based on ‘normalised earnings’ so telling the story of
how trading will return and managing the business well during this time is crucial in protecting value and
ultimate exit price.

Preparation and early due diligence on your own business is very important. This can be done through
what is referred to as vendor assist or vendor due diligence. You do not want to discover you missed
something that the buyer will find in their due diligence process that could kill the deal or lead to a
“price chip”. A thorough review with detailed preparation of your financial and legal position is
essential before going to market. No due diligence process will be perfect, so always expect certain
things to arise, however your advisor can help here by defending your position if needed.

It is also important to review the tax structures put in place at the beginning of the process and liaise
with your tax adviser on any changes that may need to be implemented.

Going to Market

The rule of thumb is to “sell fast and buy slow”. Your corporate finance advisor will help you by
running a process to ensure competitive tension among bidders.

While some businesses may have an obvious purchaser, for most it is not so clear cut. Finding the right
buyer may require a far-reaching approach to ensure that you are getting the best price for your
company. Understanding the position of these potential buyers can help you to maximise value, know
what benefits they gain when purchasing your company and try to use this knowledge strategically
during the negotiations.

Selling your business can be very distracting to you and your senior management team so maintaining
confidentiality is essential. The uncertainty created amongst customers, employees and suppliers by
knowing that the business is for sale can interfere with the day to day running of the company and may
cause issues in the sale. Having a third party conducting the negotiations can help you to focus on
maintaining standards in daily operations and avoid any last-minute mishaps.

Negotiation

Once bids come in from your business, you will need to assess the credibility of these bidders and the
different terms of the bid. There may be deferred elements to the cash consideration or requirements to
tie you, as the owner, in for a length of time and this needs to be understood and balanced against the
objectives of the seller and having a number of interested parties always helps here.
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Due Diligence

No one will buy a business without conducting thorough due diligence on your business. This can be a
lengthy process so the more organised you are the better. It covers a broad range of items from
financial and tax, commercial, products/services, legal/IP, HR to pensions, environmental, technical and
property.

Where there had previously been a break in market activity such as from Covid-19, buyers will conduct
even more detailed due diligence on their target businesses in order to convince themselves that their
investment will be secure and that business will get back to normal once the pandemic is over, some
extra proof is needed.

The additional due diligence that is needed will mean negotiations will take longer, however displaying
that you have the means and the strategy to continue after Covid-19 is essential if you are to attract
potential buyers and eventually close the deal. In uncertain times, buyers will look to insert deferred
payment mechanisms, such as earn-outs, to protect themselves and this is not uncommon when selling
your business, you and your advisory team will need to give these a lot of consideration.

Legal documents

Now that your deal is agreed, it is vital that the Share Purchase Agreement (SPA) documents what has
been commercially agreed between the buyer and seller. It is important that you engage an
experienced corporate solicitor with a history of M&A transactions under their belt.

The buyer will more than likely have engaged a corporate solicitor that focuses solely on M&A work
and, if your solicitor doesn’t have the requisite experience, it is important that your position is being
protected and you don’t lose out.

The basic items in any SPA are the description of what is being sold, the consideration and how it is to
be paid (up front or earn-out), and the warranties and indemnities you are giving as part of the sale.

You will probably get a shock when you see the level of warranties included in the SPA, it is very
important to focus on and understand all. Warranties are statements that you as a seller are asked to
confirm concerning all aspects of the business that is being sold.

It is also important to review the tax structures put in place at the beginning of the process and liaise
with your tax adviser on any changes that may need to be implemented.

Conclusion

You only sell your business once so be prepared! An experienced team of advisers both corporate
finance and legal will know how to enhance value and mitigate risk for you in this very important
transaction.

01 496 1444 d.lucas@pkf.ie

For more information visit www.pkf.ie
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