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Introduction
So, you're thinking about selling your business. Let's just pause there for a moment.
The company you've built – whether it's a cutting-edge IT Managed Service
Provider (MSP), a creative digital marketing agency, a specialized software
development shop, or something in between – isn't just an asset on a balance
sheet. It's likely been your consuming passion, the source of immense pride (and
probably a few sleepless nights), and the professional expression of you. 

For most owner/operators in the lower middle market, typically looking at
transaction values under $30 million, selling is a profound, once-in-a-lifetime event.
It’s exciting, maybe a little intimidating, and definitely emotional. You're not just
selling services or code; you're selling years of hard work, relationships (with
employees and clients), and the culture you've cultivated. It’s completely normal to
feel a mix of anticipation for what's next and anxiety about letting go.

This guide is designed to be your practical, conversational companion through one
of the most critical, yet often underestimated, stages of the sale process: Due
Diligence Preparation. Think of it like preparing your house for sale. You wouldn't
just list it with leaky faucets, cluttered rooms, and peeling paint, hoping a buyer
sees the "potential," right? You'd fix the known issues, declutter ruthlessly, maybe
add a fresh coat of paint, and gather all the important paperwork (deeds,
warranties, utility bills). Why? To make the best possible impression, justify your
asking price, and ensure the sale goes smoothly without last-minute surprises
derailing the closing.

Preparing your business for a buyer's scrutiny is exactly the same principle, but on a
much larger scale and with significantly higher stakes. We'll walk through what due
diligence actually is, why getting ready for it before you're deep in the process is
perhaps the single most important factor in achieving a great valuation and making
sure the deal actually happens, and provide concrete checklists tailored for IT
Services and Digital Marketing firms like yours.
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The Juggling Act

Let's be upfront: selling your business is incredibly demanding, especially during
due diligence. Potential buyers and their teams of accountants, lawyers, and
consultants will want to examine virtually every aspect of your company. 

They'll dive deep into your financials, contracts, team, processes, technology –
everything.

Here’s the kicker: while this intense examination is underway, you still have a
business to run. In fact, you need to run it exceptionally well. Buyers are purchasing
the future potential of your company based heavily on its recent and current
performance. If sales dip, key clients leave, or projects go off the rails because your
attention is consumed by the deal process, it sends up huge red flags. This can lead
buyers to lower their offer (a "re-trade"), demand less favorable terms, or even walk
away entirely. Imagine trying to win a race while simultaneously rebuilding your
car's engine – it’s a recipe for disaster.

This is precisely why preparation is your strategic advantage. It’s the work you do
before the chaos hits, allowing you to anticipate requests, organize information
methodically, and free up your mental bandwidth to keep the business firing on all
cylinders when it matters most. 

Preparation turns a potentially frantic, reactive scramble into a controlled, proactive
presentation.

Selling Your Business While Running It

Copyright IT ExchangeNet 2025

3



Why Preparation is King

Spending time organizing files and anticipating questions before you even have a
signed Letter of Intent (LOI) might feel premature, but trust me, the return on this
investment is enormous. Here’s how meticulous preparation directly impacts your
sale:

Justifies and Maximizes Your Valuation: Buyers assess value based on future cash
flow potential and perceived risk. A well-prepared company signals lower risk and
higher quality.

Credible Financials: Clean, accurate, and easily verifiable financial statements
(preferably accrual-based or with clear explanations) demonstrating consistent
profitability and growth are fundamental. Messy books requiring extensive
"normalization" or adjustments invite skepticism and lower offers. Think of it as
providing a certified appraisal versus a rough estimate. Buyers pay premiums
for certainty.
Reduced Uncertainty = Higher Price: Organized contracts, documented
processes, clear HR records – these elements reduce the buyer's fear of
uncovering hidden liabilities or operational nightmares post-closing. Every
unknown they eliminate increases their confidence and willingness to pay your
desired price.
Highlighting Strengths: The prep process forces you to analyze your business
critically. This often uncovers or crystallizes key strengths (e.g., high recurring
revenue percentage, strong client retention metrics, proprietary processes,
exceptional team talent) that you can proactively showcase to justify a premium
valuation.

Dramatically Increases Certainty to Close: A surprising number of deals fall apart
during due diligence. The primary culprits? Unexpected "surprises" – undisclosed
problems, inaccurate data, inability to produce requested documents, or significant
discrepancies between initial claims and verified facts.

Builds Trust and Confidence: When a buyer requests information and you
provide it quickly, accurately, and in an organized manner, it builds tremendous
trust.

Maximizing Value & Ensuring the Deal Closes
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Why Preparation is King 
Minimizes "Re-Trading": Buyers often use negative findings in due diligence as
leverage to renegotiate the price downwards. Thorough preparation minimizes
these negative surprises, protecting the value agreed upon in the LOI.
Avoids Deal Fatigue: A disorganized, slow due diligence process is exhausting
and frustrating for everyone involved. It can drag on for months, increasing the
risk that the buyer loses enthusiasm, finds another opportunity, or simply gives
up. Preparation streamlines the process, maintains momentum, and keeps
everyone focused on the goal.

Minimizes Disruption to Your Business (and Your Sanity): This cannot be
overstated. Your primary job during the sale process is still running your company.

Proactive Gathering: Preparation allows you to collect and organize information
on your schedule, before the intense pressure and tight deadlines of active due
diligence begin. You can delegate, plan, and integrate this work rather than
constantly reacting to urgent requests from the buyer.
Reduces Your Time Sink During DD: When the buyer asks for "all client
contracts from the last 3 years," having them already scanned, organized, and
potentially uploaded to a Virtual Data Room (VDR) saves you countless hours of
frantic searching. This frees you up to focus on strategic leadership and
operational stability.
Controls the Narrative: Gathering information internally first allows you to
understand your own story – strengths and weaknesses – and frame it
appropriately before presenting it to buyers.
Strengthens Your Negotiating Position: Knowledge is power. By thoroughly
understanding every facet of your business before negotiations begin, you can
anticipate buyer concerns, address potential issues proactively, and negotiate
terms from a position of informed strength. You're less likely to be caught off
guard or concede on points unnecessarily.

In short, preparation transforms you from being a passive subject of the buyer's
investigation into the confident curator of your company's story. It’s about
presenting a clear, compelling, and verifiable case for the value you've built.
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Peeking Under the Hood

Due diligence is simply the buyer's process of verifying your claims and
understanding exactly what they are buying. Imagine buying a complex piece of
machinery – you'd want to inspect it thoroughly, review the maintenance logs,
understand its operating capacity, and check for any potential defects before
finalizing the purchase. Due diligence is the business equivalent.

Buyers and their advisors (lawyers, accountants, consultants) will typically examine:

Financial Health: Are the reported revenues and profits accurate and sustainable?
What are the key trends? What are the underlying drivers of profitability?

Legal Standing: Are there any lawsuits or legal risks? Are contracts solid? Is the
company in good standing? Is corporate governance sound?

Customer Base: Who are the key customers? Is there concentration risk? What is
client retention like? Are contracts transferable?

Human Resources: Who is on the team? Are key people likely to stay? Are
compensation and benefits competitive and compliant? Is the culture a good fit?

Operations & Technology: Are processes efficient and documented? Is the
technology stack reliable, secure, and scalable? Is intellectual property protected?

Synergies & Integration: (Especially for strategic buyers) How will this business fit
with their existing operations? What are the opportunities and challenges of
integration?

The depth of investigation will vary, but the goal is always the same: validate
information and assess risk.

What is Due Diligence, Really?
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The Virtual Data Room (VDR)

In the modern M&A world, due diligence primarily happens online in a secure
Virtual Data Room (VDR). This is where you'll upload all the documents and
information the buyer requests. Think of it as a highly organized, access-controlled
digital library for your deal.

Getting your VDR strategy right early is key:

Select a Provider: Choose a reputable VDR platform. Your M&A advisor can guide
you here. Look for security, ease of use, Q&A tracking features, and granular
permission controls.

Structure Logically: Don't just dump files in. Create a clear folder structure,
typically mirroring the main due diligence categories (e.g., 01 Financial, 02 Legal,
03 HR, etc.). Use consistent file naming conventions. A well-organized VDR
impresses buyers and saves everyone time.

Populate Proactively: Start uploading documents as you gather them during your
preparation phase. Don't wait until the deal is signed. This breaks the task into
manageable chunks.

Manage Access: VDRs allow you to control who sees what. Initially, you might only
grant access to your internal team and advisors. Later, you'll grant access to the
buyer and their team, potentially restricting access to highly sensitive information
until later stages.

A well-prepared VDR signals professionalism and efficiency right from the start.

Your Digital Filing Cabinet
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The Core Prep Areas

Alright, let's roll up our sleeves. What specific items should you focus on gathering
and organizing? Here are the "Top 5" critical areas for each key due diligence
category, tailored for IT Services and Digital Marketing firms. This isn't exhaustive,
but mastering these will put you way ahead of the game.

ONE: Financial Due Diligence: The Bedrock of Value
This is arguably the most critical area. Buyers need absolute confidence in your
numbers. For service businesses like yours, recurring revenue, project profitability,
and client metrics are paramount.

Top 5 Financial Prep Items:

1. Clean Historical Financial Statements (3-5 Years + YTD): This means Profit & Loss
(Income) Statements, Balance Sheets, and Cash Flow Statements. Crucially, these
should ideally be on an accrual basis. If you currently run on cash basis, engage
your CPA now to help restate them to accrual, at least for the past 2-3 years. Ensure
they are accurate, internally consistent, and reconcile month-to-month and year-to-
year. Having them reviewed or audited by an independent CPA adds significant
credibility, even if just for the most recent year or two. Bonus: Have monthly
statements for the trailing 24-36 months readily available.

2. Detailed Revenue Recognition Policies & Deferred Revenue Schedules:
Absolutely essential for service firms. Clearly document how and when you
recognize revenue (e.g., upon project milestone completion, straight-line over a
retainer period, per hour billed for T&M). Provide detailed schedules showing your
deferred revenue balance (services paid for but not yet delivered/earned) and how
it ties back to specific contracts or invoices. Buyers will scrutinize this intensely to
ensure revenue isn't recognized prematurely.

Your "Top 5" Checklists for Success
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The Core Prep Areas
3.  Key Performance Indicators (KPIs) & Metrics Tracking: Demonstrate you
understand and manage the key drivers of your business. Be ready to present
historical data (monthly or quarterly for 2-3 years) for metrics like:

IT Services: Monthly Recurring Revenue (MRR) by type (e.g., managed services,
hosting, backup), Gross Margins on services and projects, Engineer/Technician
Utilization Rates, Average Revenue Per Client (ARPC), Client Churn Rate (logo
and revenue), New Bookings.
Digital Marketing: Customer Acquisition Cost (CAC), Client Lifetime Value (LTV),
Client Retention/Churn Rate, MRR/Retainer Revenue vs. Project Revenue,
Average Retainer Size, Return on Ad Spend (ROAS) for clients (if you manage
media spend and track this), Lead Velocity Rate. Having dashboards or
consistent reports is ideal.

4. Calculation of Adjusted EBITDA & Supporting Documentation: Buyers typically
value businesses based on a multiple of "Adjusted" EBITDA (Earnings Before
Interest, Taxes, Depreciation, and Amortization). This involves adding back certain
non-recurring or discretionary expenses to your reported profit. Common "add-
backs" include owner salaries above market rate, one-time legal fees, specific
personal expenses run through the business (which should be cleaned up before
the sale process!), and perhaps costs related to a facility move. Work closely with
your CPA or M&A advisor to create a clear, defensible schedule detailing each
adjustment with verifiable proof. Be conservative and credible; overly aggressive
adjustments erode trust.

5. Financial Budget/Forecast vs. Actual Reports & Future Projections: Provide
reports comparing your actual performance against your budget for at least the last
1-2 years. More importantly, develop a realistic, bottoms-up financial forecast for
the next 3-5 years. This should detail your assumptions for revenue growth (new
clients, upsells), hiring plans, margin evolution, and investments. Buyers are buying
future performance, so a credible, well-reasoned forecast is essential, even though
they will create their own model based on their diligence findings.
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The Core Prep Areas
TWO: Human Resources (HR): Your Most Valuable Asset
In a people-centric business like IT Services or Digital Marketing, your team is the
engine. Buyers need to understand your organizational structure, talent pool,
compensation philosophy, culture, and any potential HR-related risks.

Top 5 HR Prep Items:

1. Employee Census & Organizational Chart: A detailed spreadsheet listing all
current employees (full-time, part-time) and potentially key long-term contractors.
Include: Name (can be anonymized initially), Title/Role, Hire Date, Current
Compensation (salary, bonus structure, commission details), Location (especially for
remote work compliance), FLSA Status (Exempt/Non-Exempt), Accrued
Vacation/PTO. Also, provide a clear organizational chart showing reporting lines.

2. Employment Agreements, Offer Letters & Contractor Agreements: Gather
signed copies of all employment agreements or offer letters, particularly for key
management, sales, technical, and creative personnel. Pay close attention to
clauses regarding confidentiality, non-solicitation, non-competition (enforceability
varies by state), and intellectual property assignment (ensuring work product
belongs to the company). For independent contractors (1099s), have signed
agreements clearly defining the scope of work and independent status. Worker
misclassification (treating employees as contractors) is a major red flag and liability.
Review this carefully.

3. Compensation & Benefits Summary: Details of all salary ranges/bands, bonus
plan documents, commission plan structures (especially for sales roles – ensure they
are clear and consistently applied). Provide summaries and plan documents for all
employee benefits: health insurance (plan design, costs, broker info), dental/vision,
life/disability insurance, retirement plans (e.g., 401(k) plan documents, compliance
testing results, contribution details), PTO policy, and any other perks. Ensure
compliance with relevant laws (e.g., ERISA for retirement plans, ACA for health
benefits).
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The Core Prep Areas
4. Employee Handbook & Key HR Policies: Provide the current, complete employee
handbook. Ensure it's been reviewed recently (ideally by legal counsel) and is
compliant with federal, state, and local employment laws (which change
frequently!). Include standalone policies if applicable (e.g., remote work, IT
acceptable use, anti-harassment, data security). Proof of employee
acknowledgment (signed forms) is a strong plus.

5. Key Employee Identification & Retention Plan Thoughts: Identify the individuals
truly critical to the ongoing success of the business post-sale (e.g., lead architect,
top salesperson, head of digital strategy, key client relationship managers). Be
prepared to discuss their roles, performance, tenure, and compensation. Buyers will
be very focused on retaining key talent and may want to implement specific
retention bonuses or employment agreements, often funded partly by you through
the deal structure. Understand any "change of control" provisions in existing
agreements.

THREE: Marketing: Your Growth Engine
How do you find and attract the clients that fuel your business? Buyers want to
understand the effectiveness, efficiency, and scalability of your marketing efforts.

Top 5 Marketing Prep Items:

1.Marketing Strategy Overview & Historical Plans/Budgets: A document outlining
your target audience(s), market positioning, key differentiators, primary marketing
channels used (e.g., SEO, content marketing, PPC/SEM, social media, email
marketing, webinars, partnerships, referrals), and a summary of marketing plans
and budgets for the last 2-3 years.

2. Lead Generation Performance Data & Analytics Access: Demonstrable results are
key. Be prepared to share metrics like: Website traffic (overall and by source),
Marketing Qualified Leads (MQLs) generated (by channel), Cost Per Lead (CPL), key
content performance (downloads, views), email marketing engagement rates.
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The Core Prep Areas
3. Marketing Technology (MarTech) Stack Inventory: List the primary software tools
used for marketing activities. Include: CRM, marketing automation, email marketing
platform, SEO tools (e.g., SEMrush, Moz), social media management tools, analytics
platforms, landing page builders, webinar software, etc. Note subscription costs,
renewal dates, and number of seats/users.

4. Brand Assets & Guidelines: Provide access to your company logo files (various
formats), brand style guide (colors, fonts, usage rules), key messaging frameworks,
website content, core marketing collateral (e.g., company overview presentation,
key case studies, service brochures, white papers), and proof of domain name
ownership/registration.

5. Website Performance & Digital Channel Data: Specific data related to your
online presence. For SEO: key target keywords and current rankings, organic traffic
trends, backlink profile overview (e.g., from Search Console or SEO tools). For
PPC/SEM (if applicable): summary of recent campaign performance (spend, clicks,
conversions, CPL/CPA) via platforms like Google Ads or LinkedIn Ads.

FOUR Sales: Closing the Deal
How do you convert interested prospects into paying clients? Buyers need to
understand your sales process, pipeline health, customer base characteristics, and
the contracts governing your revenue.

Top 5 Sales Prep Items:

1. CRM System Access & Pipeline Reporting: Access to review your CRM data (e.g.,
Salesforce, HubSpot CRM, Zoho) is usually non-negotiable. Ensure your data is
clean and up-to-date. Provide historical and current sales pipeline reports showing:
Opportunities by stage, estimated deal value, probability of close, expected close
date, key activities. Also, provide win/loss reports and analysis for the past 1-2
years.
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The Core Prep Areas
2. Sales Process Documentation & Pricing: A clear description of your typical sales
cycle steps: lead qualification, discovery, proposal/SOW development, negotiation,
closing, and handoff to the delivery/account management team. Include standard
proposal templates, pricing models/rate cards for different services (e.g., hourly
rates, project fees, retainer packages, software licenses/subscriptions).

3. Sales Team Information (If Applicable): If you have dedicated salespeople or
account managers involved in sales, provide: Names/roles, territory/focus,
quota/targets (if any), commission structure/plan documents (ensure they are
signed and clear), historical performance against targets.

4. Customer Concentration Analysis & Key Client Details: A report listing your top
10-20 customers by revenue for the last 2-3 fiscal years, showing the percentage of
total revenue each represents. High concentration (e.g., >15-20% from a single
client) is a significant risk factor. Be prepared to discuss the history, relationship
health, contract status, and key contacts for your largest clients. Also provide
overall client retention/churn statistics.

5. Standard Client Agreements (MSA/SOW/Retainer): Copies of your standard
Master Service Agreement (MSA), Statement of Work (SOW) templates, Retainer
Agreements, Subscription Agreements, or other standard contracts used with
clients. Buyers' legal teams will meticulously review these for key terms like:
Payment terms, termination clauses (for convenience? for cause?), limitation of
liability, indemnification, intellectual property ownership, service level agreements
(SLAs), data privacy/security clauses, and assignability upon a sale of your company.
Also, gather copies of executed agreements for your key clients.

FIVE: IT / Infrastructure: The Operational Backbone
For IT Services firms, this is your core competency and delivery mechanism. For
Digital Marketing firms, it's the essential technology enabling your services. Buyers
need assurance that your internal and client-facing technology is reliable, secure,
compliant, and scalable.
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The Core Prep Areas
Top 5 IT/Infrastructure Prep Items:

1. Network Diagram & Infrastructure Inventory: A diagram illustrating your internal
network topology (if applicable), server infrastructure (physical, virtual, cloud –
specify providers like AWS, Azure, GCP), key hardware (firewalls, routers, switches,
SANs), connectivity details, and hosting arrangements. Include an inventory of
significant hardware assets (servers, network gear).

2. Software License Management: A detailed inventory of all significant software
used internally and potentially for service delivery (OS, databases, virtualization
platforms, security tools, monitoring tools, RMM/PSA platforms for MSPs, key
marketing/dev tools). Include: Software name/version, vendor, number of licenses
owned/subscribed, license keys (or method of management), renewal dates, and
annual costs. Ensure compliance – using unlicensed software is a major liability.

3. IT Security Policies, Procedures & Evidence: This is critical. Document your
cybersecurity posture: Written Information Security Policy (WISP), password
complexity/rotation rules, data backup and recovery procedures (including test
results), Disaster Recovery Plan (DRP), Business Continuity Plan (BCP), incident
response plan, firewall configurations/rulesets, VPN usage policy, endpoint security
measures (antivirus, EDR), vulnerability management program (scanning, patching),
data encryption practices (at rest, in transit). 

4. Hardware Asset Inventory (Endpoints): A list of company-owned endpoint
devices (laptops, desktops, mobile devices), including make/model, serial number
(optional but good), assigned user, and approximate age. This helps buyers
understand capital expenditure needs.

5. Key IT Vendor Contracts & SLAs: Gather contracts and associated Service Level
Agreements (SLAs) for critical IT vendors: Internet Service Providers (ISPs), cloud
hosting providers (AWS, Azure, etc.), data center co-location providers, key
software vendors (e.g., Microsoft, PSA/RMM platforms), security service providers
(MSSPs), and any outsourced IT support you might use internally.
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The Core Prep Areas
SIX: Operations: Delivering the Goods
How do you actually do what you do, consistently and efficiently? Buyers want to
see well-defined, repeatable processes for service delivery, project management,
client support, and internal workflows. This demonstrates scalability and reduces
reliance on individuals.

Top 5 Operations Prep Items:

1. Standard Operating Procedures (SOPs) / Process Documentation:
Documentation (even if high-level initially) of your core operational workflows.
Examples:

IT Services: New client onboarding checklist, helpdesk ticket lifecycle/escalation
procedures, server patching process, new user setup, project management
methodology (e.g., Agile sprints, Waterfall phases), client reporting process,
security incident handling.
Digital Marketing: New client kickoff process, SEO audit checklist, PPC
campaign setup/optimization workflow, content creation and approval process,
client reporting template/schedule, social media posting guidelines, project
management approach. Start documenting these now if they only exist in
people's heads!

2. Service Delivery & Project Management Platform Details: Information on the
primary tools used to manage service delivery and projects (e.g., PSA tools like
ConnectWise Manage/Autotask, ticketing systems like Zendesk/Jira Service
Management, project management tools like Asana/Monday.com/Jira/Basecamp,
agency-specific platforms like Accelo/Forecast). Explain how these tools are
configured and utilized in your workflows. Access to historical project data
(timelines, budgets vs. actuals, resource allocation) may be requested.

3. Client Onboarding & Offboarding Checklists: Formalized processes for smoothly
bringing new clients into your systems and service delivery framework, and equally
important, for professionally transitioning them out (transferring assets, final
reporting, etc.) when an engagement ends.
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The Core Prep Areas
4. Key Supplier/Subcontractor Management: List of significant non-IT operational
suppliers or subcontractors (e.g., key freelance writers/designers/developers,
specialized third-party service providers you resell or integrate with, data source
providers, print vendors). Include contracts where applicable and describe the
relationship management process.

5. Resource Planning & Utilization Reporting: (Especially vital for project-based or
T&M firms) How do you track employee time? How do you allocate resources
(people) to client projects or managed service tasks? How do you measure billable
vs. non-billable time and overall utilization? Provide reports showing historical
utilization rates (often by individual or role) and potentially project-level profitability
analysis. This is key to understanding labor efficiency.

SEVEN: Other Key Areas (Legal, Corporate, Insurance, etc.)
This category covers the essential legal foundation and administrative framework of
your business. Often handled primarily by your legal counsel, but you need to
gather the underlying documents.

Top 5 Other Prep Items:

1. Fundamental Corporate Records: Your company's formation documents (Articles
of Incorporation or Certificate of Organization), Bylaws (for corporations) or
Operating Agreement (for LLCs), Good Standing Certificates from the state(s)
where you operate, historical Board of Directors meeting minutes and shareholder
consents (if applicable), and a current capitalization table (Cap Table) or stock
ledger clearly showing all owners and their percentage ownership.

2. Material Contracts (Non-Client/Vendor/IT): Any other significant contracts that
impact the business. Examples include: Real estate leases for office space, major
equipment leases (copiers, etc.), loan agreements or lines of credit with banks,
partnership or joint venture agreements, reseller agreements (both where you are
the reseller and where others resell your services), insurance broker agreements.e
this.

Copyright IT ExchangeNet 2025

16



The Core Prep Areas
3. Intellectual Property (IP) Schedule & Documentation: A list of all important
company IP. Includes: Registered trademarks, key domain names owned, any
patents (less common for service firms, but possible), descriptions of any
proprietary software developed internally (confirming clear ownership via
employee/contractor agreements is vital here), documentation of unique
methodologies or frameworks central to your service delivery.

4. Insurance Policies & Summary: Copies of all active business insurance policies.
Crucially, this includes:Commercial General Liability (CGL), Professional Liability
(Errors & Omissions or E&O – absolutely essential for service firms), Cyber Liability
Insurance (increasingly non-negotiable), Workers' Compensation, and potentially
Employment Practices Liability Insurance (EPLI) and Directors & Officers (D&O)
insurance. Provide a summary showing policy types, carriers, coverage limits,
deductibles, and expiration dates. Your insurance broker can help compile this.

5. Litigation, Disputes & Compliance: A summary schedule of any past (within last 5
years), currently pending, or threatened litigation, arbitration, significant client
disputes, or governmental/regulatory inquiries or violations. 

Be completely transparent here. Hiding issues will destroy trust and likely kill the
deal if discovered later. Include summaries of any relevant regulatory compliance
requirements specific to your industry or services (e.g., HIPAA if dealing with
healthcare clients, specific financial regulations).
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You're Not Alone

Trying to navigate the complexities of an M&A transaction, especially due
diligence, while also running your business day-to-day is nearly impossible to do
well solo. Building the right team of experienced advisors is not an expense; it's a
critical investment in achieving a successful outcome.

1. M&A Advisor / Investment Banker: Your quarterback for the entire process. They
specialize in selling businesses like yours. They'll help prepare marketing materials,
identify and contact potential buyers, manage the competitive tension to maximize
offers, structure the deal, lead negotiations, and manage the due diligence process.
Their expertise in positioning your specific type of firm (IT Services vs. Digital
Marketing nuances) and their network of buyers are invaluable. They typically work
on a success-fee basis, aligning their interests with yours.

2.  M&A Attorney: Essential for protecting your legal interests. They handle the
legal aspects of due diligence, draft and negotiate the critical Letter of Intent (LOI)
and the definitive Purchase Agreement (the final contract), advise on deal structure
implications, ensure legal compliance, and manage the closing process. Crucially,
ensure your lawyer has deep experience specifically in M&A transactions, not just
general business law.

3. CPA / Transaction Accountant: Your financial expert. They are vital for preparing
and validating the financial information buyers will scrutinize, calculating and
defending Adjusted EBITDA, advising on the tax implications of different deal
structures (which can significantly impact your net proceeds), and responding to the
buyer's financial due diligence requests. They may assist in preparing a Quality of
Earnings (QoE) report, which provides a deep dive into your financials for buyers.
These advisors work collaboratively, guided by you and typically coordinated by
your M&A advisor. Their collective expertise allows you to focus on running your
business while they manage the intricacies of the deal.

Assemble Your Expert Deal Team
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Surviving and Thriving 

Even with flawless preparation, the period after you sign an LOI and grant
exclusivity to a buyer is intense. Expect a high volume of document requests via the
VDR, follow-up questions, and calls/meetings with the buyer and their advisors.
They'll want to talk to you (and potentially key managers, introduced carefully and
at the right time) to understand the nuances behind the data.

Your preparation is what makes this phase manageable rather than overwhelming.
Quick, accurate responses build momentum and confidence. However, you must
consciously protect your time to lead the business.

Time Block: Dedicate specific times each day or week for deal-related work.
Delegate: Lean on your internal team (where appropriate and confidential) and
your external advisors to handle requests. 
Communicate (Internally): Keep any key employees involved informed (within
the bounds of confidentiality) so they understand the demands on your time.
Focus on Performance: Never lose sight of hitting your business targets. This
remains paramount throughout the process.

Common Deal Killers Found in Due Diligence (Avoided by Preparation!)
Financial surprises: Inaccurate historical reporting, inability to support
adjustments, sudden drop in performance.
Customer concentration risk: Loss of a major client during diligence, or
contracts that don't permit assignment.
Contractual weaknesses: Unsigned agreements, unfavorable clauses (especially
termination or liability), IP ownership issues.
Undisclosed liabilities: Pending lawsuits, tax liens, significant environmental or
regulatory issues.
IT security gaps: Major vulnerabilities discovered, poor data handling practices,
lack of disaster recovery.

Notice the pattern? Preparation acts as your internal audit, allowing you to surface
and address many of these potential landmines before they blow up your deal.

During Active Due Diligence
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In Conclusion

Selling your IT Services or Digital Marketing firm is a marathon, requiring stamina,
strategy, and support. The due diligence preparation phase is your essential
training ground. It demands upfront effort, meticulous organization, and an honest
assessment of your business.

Is it a lot of work? Absolutely. Does it force you to dive into details you might prefer
to ignore? Probably. But the rewards are substantial: a stronger negotiating
position, a potentially higher valuation, a significantly smoother and faster
transaction process, a much greater likelihood of actually closing the deal, and –
perhaps most importantly – the reduced stress and preserved bandwidth needed to
keep your business thriving during this critical period.

View this preparation not as a chore, but as the final, crucial step in maximizing the
value of the incredible asset you've spent years building. By presenting your
company professionally, transparently, and thoroughly, you honor your own journey
and significantly increase the odds of a successful, rewarding transition to your next
chapter. 

Start early, be diligent, leverage your advisors, and remember to keep leading your
business with the same passion that got you here. You can do this.

Sincerely, 

Your Deal Team
The Official Partner of the IAMCP, IT ExchangeNet

FOR MORE INFORMATION: 

Matt Olson
Business Development 
molson@ITexchangeNet.com

Preparation is Your Path to a Successful Exit
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