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Avoiding Costly Delays and Deal Failure

Deal Killers: Undisclosed Liabilities 
 
We have a saying: “Go ugly early.” When you’re selling a business, put issues on the table right away. Whether you
have ineligible employees on your payroll, you just lost a big client, or litigation is pending—be up front.  
 
Providing clarity around your business flaws serves two purposes. First, it makes the whole process more efficient.
If workforce issues are a no-go issue for a buyer, flush them out early before you’ve invested a lot of time and
money. Transparency also brings credibility, establishing you and your advisors as honest, ethical people. That
goodwill can go a long way in negotiations. 

No matter how motivated the buyer and seller, selling a business is always a challenge. There’s a lot that can go
wrong, and deals can fall through at any time. 

Delays are one of the biggest problems contributing to deal failure. The longer the process drags on, the more likely
it is that 1) someone gets fed up and moves on or 2) something big will happen, economically or geopolitically, that
disrupts the deal. 

Here are three top delays that can be readily avoided when selling your business: 

Messy financials. Disorganized or simply non-standardized financials can cause significant slowdowns. If your
bookkeeping doesn’t align with accepted practices, buyers will have to spend considerable time and money in order
to verify your numbers.  

Buyers don’t like making that investment only to find out your EBITDA is 20% less than stated. At this point, they
generally expect to “retrade” the deal; adjusting their price or terms. This can lead to contentious negotiations or
complete deal failure.

In the last three years before a sale, it’s best to have your financial statements audited by your CPA firm. If you
haven’t done that, you can have a Quality of Earnings report completed by a reputable third-party firm, separate
from your standard CPA. Either approach will give buyers confidence, create credibility with your numbers, and
allow the process to move ahead faster. 

Surprise discoveries. When selling your business, we say “go ugly early.” If you have skeletons in your closet, a
customer that’s threatening to walk, ineligible workers on payroll… you need to disclose that to buyers sooner
rather than later.  

When surprise conditions are revealed too late in negotiations, it makes buyers wonder, “What else are they
hiding?” Unexpected revelations can trigger additional due diligence, causing buyers to view your business as a
source of risk and suspicion. 

Inexperienced deal teams. When it’s time to sell your business, you want a proven deal team in your corner –
including a business advisor, a tax specialist, and an M&A attorney. Your regular CPA and attorney have their own
roles to play, but you also need M&A specialists who understand what’s standard and customary in deal terms.  

Inexperienced advisors tend to be both slow and overzealous. They work overtime to figure out what they don’t
already know, and they tend to ask for unreasonable concessions which slow down negotiations. 

Experienced M&A advisors can keep the process moving forward at an appropriate pace and minimize the impact
of any complicating factors that arise. The old adage of “time kills all deals” holds true in M&A. The longer it takes
to get to the closing table, the more expensive and tenuous the deal becomes, potentially causing it to crater in the
eleventh hour. 
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