Make Sure You Have These
Four Items Covered Before
Selling Your Business
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Selling your business is a milestone. But before any deal closes, a

buyer’s team is going to test your story against your records. Most
owners think that testing starts once diligence begins. It actually

starts much earlier.

Today I’ll cover the four items to check now, before a buyer is ever in the room. And

| want to be direct about the timing. Most of this work takes twelve to twenty-four
months to show up in the records a buyer will actually test. So if you’re thinking about
selling in the next couple of years, this is the window.

Are your records current?

Let’s start with your records. A buyer wants to see that your books are current and that
your numbers tell a consistent story across sources.

That means your profit and loss statement shouldn’t stand alone. It should line up with
your tax returns, your bank statements, your invoices, and your sales reports.

Here’s a common source of confusion: your tax return and your income statement
often won’t match exactly. That’s usually normal. Timing differences and accounting
adjustments explain most of the gap.

But say your business shows $5 million in revenue on your financials. A buyer will
compare that against your tax filings, bank deposits, and major customer invoices. If
those sources generally agree, confidence goes up. If they don’t and the reason isn’t
clear, the deal slows down.

You don’t need perfect records. But you do need records that are current, and a story
that your evidence actually supports.
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Is your revenue durable?

Let’s move on to the durability of your revenue. Buyers don’t just look at how much revenue
you have. They look at how likely it is to still be there after they own the business.

A dollar of recurring revenue from a long-term customer is different from a dollar of
one-time project revenue. A dollar from a diversified customer base is different from a
dollar that depends on one account. A dollar under contract is different from a dollar
that has to be resold every month.

Imagine two different businesses, each with $10 million in revenue. One has 300 active
customers, low churn, and no single client is more than 5% of revenue. The second
business has the same $10 million in revenue, but 40% comes from one account that
the owner manages personally.

Those businesses carry very different risk profiles. The second one may still be very
valuable, but should expect a buyer to ask hard questions. They’ll want to understand
the contract, the relationship, the renewal pattern, and what happens if the owner is no
longer involved after closing.

That is why customer concentration gets so much attention. It is not just a spreadsheet
issue. It’s a transferability issue. That distinction can affect price, structure, earnouts,
seller financing, and sometimes whether the buyer moves forward at all.

Will the profit repeat?

Let’s move on to profit. Buyers want to know whether it will repeat. As a seller, you’ve
probably focused on your EBITDA number because that often drives valuation. But

a buyer wants to understand how that number was produced. And they want to see
whether the profit will be repeatable under new ownership.

This is where buyers look closely at margins, add-backs, owner compensation, one-time
expenses, and unusual adjustments.
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Let’s say your company reports $1 million of adjusted EBITDA. That sounds strong.
But then the buyer sees that $250,000 of that amount comes from add-backs. Maybe
there were one-time legal fees. Maybe you ran certain personal expenses through the
business. Maybe there was a nonrecurring consulting project.

If those add-backs are well documented, they’ll likely hold up. If they feel aggressive or
unclear, the buyer will push back.

Say the buyer accepts $50,000 of that $250,000 and rejects the rest. Your accepted

EBITDA just dropped by $200,000. If that buyer was paying six times EBITDA, that’s a
$1.2 million reduction in value. One documentation problem, and the price moves by

more than a million dollars.

That is why quality of earnings work matters so much. And here’s something many
owners don’t realize. You don’t have to wait for the buyer’s accountants to run that
analysis. You can commission your own quality of earnings report before you go to
market. That lets you find the weak add-backs yourself, fix what can be fixed, and build
the documentation for the rest. You do it on your schedule, with no buyer waiting and
no deadline pressure. You resolve the argument on your terms instead of theirs.

Working capital deserves its own mention here, because it surprises more owners than
almost anything else in a deal. Most transactions set a target level of working capital
that has to be in the business at closing. If your actual working capital comes in below
that target, the purchase price gets adjusted down, and that adjustment often lands
very late in the process.

Profit quality isn’t just about add-backs, either. Buyers also look at whether the
business has been underinvesting to make earnings look better. Maybe marketing spend
was cut too deeply. Maybe equipment maintenance was pushed off.

Those choices can make current profit look stronger than the true run-rate economics of
the business. A sophisticated buyer isn’t buying the best-looking year. They’re buying future
cash flow. And the diligence process is how they’ll test whether that cash flow is real.
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Can the business run without you?

Finally, a buyer will want to know if the business can run without you. Owners often see
their hands-on involvement as a strength, but buyers might see it as a risk.

If you personally manage your top accounts, a buyer will ask whether those customers
are loyal to your company or to you. If you’re the only one who can price a complex job,
they’ll ask whether that knowledge lives anywhere else.

Here’s what that looks like in practice. Say you personally hold your three largest
accounts. A buyer who wants that revenue may ask you to stay on for two years under
an employment agreement. They may also put 30% of the purchase price into an
earnout tied to whether those customers stay. You may still get full value. But you get it
later, and only if the transition goes well.

This doesn’t mean an owner-operated business can’t sell. Many are sold successfully.
But the more the business depends on you, the more a buyer will protect against
that risk. That protection may show up in a longer transition period, a different deal
structure, or a lower purchase price.

This is why management depth, documented processes, clean reporting, and second-
level leadership matter before a sale process begins. The goal is to ensure the business
is transferable.

Get help before you go to market

These four items aren’t things to fix once a buyer shows up. They’re basics to have in
order before you ever start the process. Review your records now. Understand your
customer concentration. Document your add-backs. Build out your management team
so the business doesn’t run entirely through you.



Next Step

The best time to address these is before a buyer is involved,
not after. Realistically, that means starting twelve to twenty-
four months ahead of a sale. If you're thinking about selling,
talk to our office first. We can help you get these basics in
order and put you in the strongest possible position before

you go to market.



