Committed to you.

How ready are
you to sell
your business?

A guide to our Business Sale Readiness
diagnostic tool
Plan, plan, plan!

Get started

If you’re a business owner, the chances
are that, at some point, you’ve dreamt
of selling up and moving on to the next
chapter in your life.

In the lead-up to a sale, there are a host
of things a business owner can do to
make sure it’s ready for sale.

So, how do you make your dream come
true and, just as importantly, how do
you avoid it turning into a nightmare?
The answer is simple. Plan, plan, and
then plan some more.
Too often, business owners who want
to sell their business, want it sold
TOMORROW!
This often leads to leaving money on
the table for what’s likely to be the most
important business deal you’ll
ever make.

Most of these are simple, and many are
good practice regardless of whether
you’re intending to sell your business.
However, it’s surprising how many
people don’t think about these things
until it’s too late.
To help find out how ready you are to
sell your business you can fill out our
sales diagnostic tool online here:
larking-gowen.co.uk/sales-diagnostic

If you’d like to
discuss the potential
sale of your business,
please get in touch
with our Corporate
Transactions team.
We’d be pleased to
arrange an initial
consultation, free
of charge and with
no obligation.”

Once you’ve completed the quick
questionnaire and have your results, you
can use this handy guide for more
information about each key sales
readiness factor.
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Sales readiness factors
#1: Key attractions
At any point in time, there are many businesses being marketed for sale. All have the hopes of selling quickly and smoothly
while achieving a great sale price. Some will be successful; others, sadly, will not.
What makes a business stand out from a crowded marketplace? What are the key aspects that attract serious buyers and
persuade them to pay good money to complete a deal?
•
•
•
•

Consistent and growing profits and positive cashflow.
Being a market leader for your products and services.
Having a high level of repeat sales from your customer base.
Difficulty for new competitors to enter your market.

#2: Profit maximisation

#3: Sales process preparation

The value of a trading business is usually derived from a
multiple of its maintainable profits. So, it stands to reason
that, if you maximise the profits of your business, not only
will you benefit from the wealth this generates but you’ll also
maximise its value when selling it.

The motto “fail to prepare, prepare to fail” should be first and
foremost in anyone’s mind when planning the sale of their
business. There are lots of things that a business owner can
do to make sure the sale process is as smooth and efficient
as possible.

Below are three features of businesses that maximise their
profits. It’s far from an exhaustive list, but it gives some
helpful pointers:

Below are some distinguishing marks of businesses that
tend to glide through a sale process compared with those
that don’t:

•
•

•

•

Regularly review costs and process waste.
Know your profit margin by product/service and align
your strategy to this.
Prepare financial forecasts for at least the next
12 months with supporting assumptions.

If you’re confident that your profitability is going to grow
in the next few years, don’t assume that a buyer will pick
up on this, quantify it and then factor it into the sale price.
You’ve got to do the work yourself. Document it with financial
forecasts broken down on a monthly basis. Use an integrated
profit and loss, cashflow and balance sheet. Then back this
up with robust written assumptions.
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•
•
•

The departing shareholders understand how much
money they need from a sale.
Understanding the tax implications of selling, and being
prepared accordingly.
Using experienced corporate lawyers to manage the sale.
Being aware of similar businesses that have been sold in
your marketplace in recent years.

Our Corporate Transactions team has access to a number
of specialist deal databases and can show our clients
comparable deals.
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#4: Aligned business strategy

#5: Availability of financial information

“Start with the end in mind,” is one of the seven habits
of highly effective people, according to the late great
management thinker, Stephen Covey.

When it comes to selling your business, knowledge is not only
power; at some point, it will need to be shared. Whether early
in the marketing phase of the sale process, or towards the
latter stages during due diligence, you’ll have to disclose your
knowledge to the buyer, good or bad.

The essence is deciding your destination and then working
out how you’re going to get there. In other words, formulating
a deliberate strategy— and then following it!
That’s easier said than done but, when selling a business, it
can have a significant impact on success.

The following are areas in which businesses tend to
differentiate themselves as being ‘sale ready’:
•

Below are three key observations of businesses that achieve
this:

•
•

•
•

•

•

Being a market leader for your products and services.
Creating a written business plan which is reviewed
regularly and includes a strategy to sell.
Having very little, or no, borrowings in the business.

Any long-term debt in your business is likely to be deducted
from the sale price. This point is often lost on business owners
and the impact can be significant.

Knowing your profit margin by product/service and
aligning strategy to this.
Preparing annual accounts promptly after year-end.
Preparing management accounts regularly and
accurately.
Having financial forecasts prepared for at least the next
12 months with supporting assumptions.

A buyer won’t necessarily know that your business is likely to
be profitable over the next few years. You need to document
this with financial forecasts broken down on a monthly basis
and by using an integrated profit and loss, cashflow and
balance sheet. Make sure you support this with solid
written assumptions.

#6: Systems and administrative housekeeping
We all know that if we want to sell a house, we stand a better chance of attracting buyers if we make sure everything is in
order. That means emptying out the garage, tidying the rooms, cutting the lawn, brewing fresh coffee, etc. You can’t change
the location of the house, nor easily change the number of rooms it has, but you can make some important cosmetic changes
which might make a real difference.
This also applies to the sale of a business. There’s plenty of ‘tidying’ you can do to make sure your business is as attractive as it
can be. Some of it really is as straightforward as keeping the premises neat and tidy.
Other simple housekeeping tasks include:
•
•
•

Maintaining well documented and comprehensive operating systems and procedures.
Keeping copies of all key signed contracts relating to staff, customers and suppliers.
Holding up-to-date company statutory books and records.

Company secretarial work is far from glamorous, but it’s essential that everything is in order before taking your business to
market. The statutory books and records will, amongst other things, register critically important information such as the identity
of the owners of your company.
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#7: Risk management
The safest thing is not to trade at all but, if you want the rewards of profits and having a business worth selling at a future point,
you’re going to have to get out there and trade. Inevitably, that will involve taking some risks from time to time. Prospective
buyers will understand this, and often respect it, but they’ll want to be reassured that you’ve been managing your risk diligently.
You can manage risk by:

•
•
•
•
•
•

Putting in place contingency plans for ‘disasters’ (fire, loss of key people, loss of major clients).
Making sure there are no ongoing legal disputes or likely claims.
Protecting key intellectual property with patents.
Having more than one available provider of key raw materials/inputs.
Not being overly reliant on a few key customers.
Ensuring there are no pension liabilities outstanding (e.g. defined benefit schemes).

Risk is certainly something which will turn off many prospective buyers. There is no easy one-size-fits-all solution to this; you
need to take early professional advice.

#8: People

#9: Sales and marketing

It’s really important to look after your teams, who, in turn, will
look after your customers, who, in turn, will look after your
business.

Whether you’re looking to sell your business or not, the
chances are that, as a business owner, you want to make
more sales and make greater profits. There will be a few
business owners out there who might be comfortable with
their existing level of sales and profits, but they tend to be in
the minority!

Prospective buyers will know this. Of course, they’re buying
tangible assets, but they’re also buying intangible goodwill
with your teams, customers and suppliers. So, they’ll want
some reassurance that they’re buying into a business with
a well-motivated, loyal and skilful team.
Three areas to help you be ‘sale ready’ in this regard:
•
•
•

Attract and retain good people.
High staff morale and wellbeing.
A strong management team supporting the owners.

The following are areas in which you can differentiate
yourself in this regard:
•
•
•
•
•
•
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Build a strong brand and reputation.
Understand your sustainable competitive advantage and
leverage success from it.
Follow an effective and clearly defined sales and
marketing plan.
Know your profit margin by product/service and align
your strategy.
Maintain an effective database of customers and a
strong pipeline of new work.
Develop a high level of repeat sales from your
customer base.
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