
Don’t be
penalised.
prepare for your
exit.

HUTTON HENRY

A STEP-BY-STEP GUIDE
Looking to exit your business in the next 2-5
years? Find out where to begin and how to
achieve success.
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With over 25 years of post-merger technology experience, including
pivotal roles in mergers like Ford/Jaguar and HP/Compaq, I now work
for venture capital, private equity, and strategic buyers.. 

I got the ‘bug’ when working for a private equity-backed firm preparing
for an IPO, where we acquired over 60 smaller software companies in
just 24 months. Collaborating with the CIO, I loved the exhilarating
challenge of boosting EBITDA while attentively managing the people
and technology aspects.

Working at the intersection of Psychology, M&A and Tech I assess 5-7
new firms monthly, delivering tech assessments and psychological
analyses of tech teams and their leaders. 

You are doing the hard work, making pivotal decisions, and driving your
company forward. My role is to guide you and provide the insights and
strategies you need.

To make this journey more relatable, I use a fictional startup founder,
Alex, to illustrate various scenarios and challenges. Through Alex's
journey, we'll explore the intricacies of preparing for due diligence and
maximizing your firm's value.

So, let's not waste any more time. Let's dive right into it!

HELLO THERE! I 'M HUTTON.

FIND  OUT MORE BY CLICKING 
THIS LINK: HTTPS://LINKTR.EE/HUTTONHENRY

The
Author

https://linktr.ee/huttonhenry
https://lensapp.ai/
https://beyond-ma.com/


Prepare with specific books, information and niche groups

Improve and practice your pitch for maximum impact

Maximise valuation (hint: it’s in your PEOPLE)

Craft the deal so both sides win

Plan your post-exit life

Avoid common pitfalls

Clarity in Financials, Legals, Business Pan

Determine if you want to self-represent or engage advisor

Consider types of buyer/investor (VC,PE,Corporate)

Your exit-ready checklist:

https://lensapp.ai/
https://beyond-ma.com/


Where to start?

CHAPTER N.1

BE EXIT-READY

Prepping for exit increases your confidence
and overall ‘polish’ when you present it to the
market.

https://lensapp.ai/
https://beyond-ma.com/


Exploring Online Platforms
Online platforms like ExitAdviser and
BizBuySell became his next focus. Here,
he found tools that helped him
understand the market value of
businesses like his and insights into the
steps involved in the selling process.
These platforms also provided him with
checklists and planning tools, framing the
larger picture of the exit process.

Leveraging Networks
Alex tapped into his professional
network, especially on LinkedIn. He
joined groups dedicated to
entrepreneurship and business exits.
These forums allowed him to engage
with others who had walked this path,
offering real-world advice and
sometimes, cautionary tales.

Books: Titles like "Built to Sell" by
John Warrillow and "The Art of Selling
Your Business" by the same author.
Online platforms: Websites like
ExitAdviser and BizBuySell offer tools
and advice for business sales.
Professional networks: LinkedIn
groups and industry-specific forums
can provide insights and connections.
Advisors: Engage with financial
advisors or consultants specializing in
business exits.

Alex, the founder of a successful SaaS company, began pondering his next big move
– an exit strategy. He knew that to navigate this path successfully, he needed to arm
himself with knowledge.

Alex’s first step was to delve into the wealth of resources available to entrepreneurs
eyeing an exit. He spent his evenings reading "Built to Sell" and "The Art of Selling
Your Business" by John Warrillow, absorbing insights on how to shape a business
into an attractive asset for potential buyers.

Selling a business has psychological and strategic aspects, aligning with what is typically
a founder's significant life event.

1. SECURE GOOD MATERIAL

Step One: Gen-up 

2. GATHERING
WISDOM

3. RESOURCES FOR
ENTREPRENEURS
LOOKING TO EXIT

https://lensapp.ai/
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Should you Sell to
a Strategic, PE, or
Employees?

CHAPTER N.2

BE EXIT-READY

Every firm and market opportunity differs.  Yet
the different type of buyer will require a
different presentation.

https://lensapp.ai/
https://beyond-ma.com/


As the early London dawn broke, casting a golden hue over the city, Alex sat in his
office contemplating the future of his SaaS company. He was at a crucial crossroads:
deciding the ideal buyer. The options were varied - a strategic buyer, a private equity
(PE) firm, or a Management Buyout (MBO) by his employees. Each choice carried its
own set of implications for the company's future.

The idea of selling to a strategic buyer was appealing for several reasons. Such buyers
often bring in significant industry expertise, providing opportunities for market expansion
and the potential for synergistic benefits. They could offer new avenues for growth and
innovation, aligning well with Alex's vision of taking his company to new heights. However,
this path also potentially meant a greater change in company direction and culture.

PE, Strategic or Buyout?

Considering a Strategic
Buyer

On the other hand, a PE firm presented an entirely different set of advantages. These
firms could inject substantial financial expertise, growth capital, and operational
improvement strategies into the business. For a company looking to scale up or needing
an injection of capital to fuel growth, this option seemed particularly enticing. But Alex
also considered the PE’s focus on financial returns and how it might impact the
company’s long-term vision and team.

PRIVATE EQUITY: A
FINANCIAL POWERHOUSE

https://lensapp.ai/
https://beyond-ma.com/


IT’S WORTH TALKING TO FELLOW FOUNDERS AND OPERATORS REGARDING THEIR EXPERIENCE WHEN WORKING WITH ADVISORS
OR TAKING ON THE ROLE TO GO TO MARKET.

As he weighed his options, Alex thought deeply about what he wanted for
the company’s future and for himself post-exit. Did he want to see his
company maintain its culture and ethos, or did he wish to propel it into a new
phase of growth with external expertise or financial injection?

Finally, Alex pondered over the
prospect of an MBO. This route would
allow the company to be handed over
to people who had been integral to its
growth – his employees. It was a way
to preserve the company culture and
ethos, rewarding the loyalty and hard
work of his team. However, Alex knew
that an MBO might not offer the same
level of financial investment or
strategic market expansion as the
other options.

WEIGHING THE DECISION

Management Buyout:
Preserving the Heart 
of the Company

https://lensapp.ai/
https://beyond-ma.com/


Strategic Buyers for Expertise and Growth: Recognizing the benefits of
industry expertise, market expansion, and synergies offered by strategic
buyers.
PE Firms for Financial Growth: Understanding the financial acumen, growth
capital, and operational improvements that PE firms bring, along with a focus
on financial returns.
MBO to Preserve Culture: Appreciating the value of an MBO to maintain
company culture and reward employees, balanced against potential limits in
financial investment and strategic growth.
Holistic Consideration: Emphasizing the need for a holistic approach in
choosing the right buyer, considering the company’s future vision, culture, and
growth potential.

Strategic: When seeking industry expertise, market
expansion, or synergistic benefits. 
Private Equity (PE): For financial expertise, growth capital,
and operational improvement. 
Employees (MBO: Management Buy Out): To preserve
company culture and reward loyal employees.

Key Learnings:

When to Sell to a Strategic,
PE, or Employees

Imagine it's five years post-sale. What does success look
like to you, and which buyer type do you think could best
help achieve that vision?

CONSIDERING THE UNIQUE STRENGTHS OF
YOUR SAAS COMPANY:

What steps could you take now to prepare your company
for the type of buyer you envision as ideal, ensuring the
transition aligns with your goals?

https://lensapp.ai/
https://beyond-ma.com/


Self-represent 
or engage with a
M&A advisor?

CHAPTER N.3

BE EXIT-READY

Depending on your BD and origination skills.
Representing yourself may be more
beneficial.  LinkedIn is a strong tool if you
have an attractive business.

https://lensapp.ai/
https://beyond-ma.com/


EXPLORING THE BROKER OPTION

HOW you will go to market
is vital to maximise the value
of your firm.
Alex pondered one of the most critical decisions in his exit journey: Should he
engage a broker or banker for the sale, or should he represent himself? He
understood the magnitude of this choice; it could shape the entire trajectory of the
exit process.

Alex first explored the possibility of hiring a broker. He knew
their expertise could be invaluable, especially for achieving
the right deal in the competitive tech industry. He began
researching brokers with a strong track record in SaaS
businesses, delving into their history of successful deals to
gauge their effectiveness.

BROKER REFERENCES

He reached out for references, speaking with past clients to
understand their experiences with these brokers. How
effectively did they communicate? How skilled were they in
negotiation, and were their clients satisfied with the
outcomes? These insights were crucial in assessing each
broker's reliability and effectiveness.

ALIGNMENT OF VALUES AND GOALS

Alex also sought a broker whose approach resonated with his own business values and
aspirations. In meetings with potential brokers, he discussed not only the sale process but
also his vision for the company's future and the legacy he wished to leave. It was vital to find a
broker who shared these values.

https://lensapp.ai/
https://beyond-ma.com/


The financial implications were equally important. Alex scrutinized each broker's fee
structure, ensuring there was transparency and no potential conflicts of interest. It was
imperative that his chosen broker’s incentives were aligned with his own.

After much consideration, Alex decided to keep his options open. He would initiate the
process himself, learning as much as possible, but remain open to engaging a broker if
the situation demanded. This hybrid approach allowed him to maintain control while still
being able to lean on expertise when necessary.

Concurrently, Alex contemplated representing himself. This option meant more work – he
would have to originate the deal himself – but it also offered an opportunity for deeper
learning about the industry from an investor's perspective. He knew this path would be
more demanding but could potentially yield greater personal and professional growth.

UNDERSTANDING FEE STRUCTURES

DECISION TIME

THE CASE FOR SELF-REPRESENTATION

https://lensapp.ai/
https://beyond-ma.com/


Broker Benefits: Recognizing a broker's expertise, especially in terms of
industry-specific experience and negotiation skills.
Thorough Evaluation: It is important to evaluate brokers based on their track
record, references, value alignment, and fee structures.
Self-Representation Advantages: Appreciating the deeper learning and
personal involvement in the process that comes from self-representation.
Hybrid Approach: Considering a flexible approach that combines self-
representation with the option to engage a broker if needed.

Track record: Look at their history of successful deals in your
industry.
References: Request and check references from past clients.
Fit: Ensure their approach aligns with your business values and
goals.
Fees: Understand their fee structure and any potential conflicts of
interest.

Key Learnings:

Evaluating a Broker, Banker
or Advisor

Reflect on your own negotiation skills and industry
connections. How do they compare to the specialized skills
a broker could offer?

CONSIDERING THE UNIQUE STRENGTHS OF
YOUR SAAS COMPANY:

How might a broker's expertise in navigating the
complexities of the tech market offset their fees, in your
estimation?

https://lensapp.ai/
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Preparations
Before Going to
Market

CHAPTER N.4

BE EXIT-READY

It’s key to show 2-3 years of good books and
more importantly good decision making. 

https://lensapp.ai/
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Historical decisions are key

With a clear direction set for the type of buyer he was targeting, Alex turned his
focus to one of the most critical phases of his exit strategy – preparing his company
for the market. This stage was about making his SaaS business as attractive and
robust as possible to potential buyers.

Find more information on our  helpful Resources Page for Foudners and Investors.

The first task on Alex’s list was to get the financial statements in perfect order. He
collaborated closely with his finance team to ensure every figure was accurate,
comprehensive, and up-to-date. Knowing that these documents would be scrutinized by
potential buyers, he paid extra attention to ensuring that they reflected the financial
health and potential of his company accurately.

Next, Alex revisited the company's business plan. It needed to be more than just a
document outlining current operations; it had to paint a clear and compelling picture of
the company's future growth potential. He spent weeks refining it, ensuring it was concise
yet thorough, showcasing the scalability and sustainability of the business model.

https://lensapp.ai/
https://lensapp.ai/
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Streamlining Legal Affairs
Understanding the importance of clean and clear legal documentation, Alex worked
with his legal team to review all contracts, intellectual property rights, and other
legal documents. He wanted to ensure there were no loose ends that could pose
issues during the sale process. Everything from employee contracts to software
licenses was meticulously examined and updated.

Finally, Alex turned his attention to the operational aspects of his business. He conducted
a thorough review of all processes, identifying any inefficiencies or bottlenecks. Working
with his team, he streamlined these processes and addressed outstanding issues. His
goal was to present a business that was not only successful but also well-organized and
efficient in its operations.

Enhancing Operational Efficiency

https://lensapp.ai/
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Importance of Accurate Financials: The critical need for accurate,
comprehensive, and up-to-date financial statements as they form the
backbone of the business valuation.
Business Plan as a Growth Blueprint: Develop a clear, concise, and
compelling business plan that outlines potential for future growth and
attracts buyers with its vision.
Legal Documentation: Ensuring all legal affairs, including contracts and
intellectual property, are in order, avoiding potential legal complications
during the sale process.
Operational Efficiency: The significance of streamlining operational
processes and addressing issues, presenting the company as an efficient,
well-managed entity.

Financial statements: Ensure they are accurate, comprehensive, and up-to-
date.
Business plan: A clear, concise, and compelling plan for future growth.
Legal affairs: Ensure all legal documents, including contracts and intellectual
property, are in order.
Operational efficiency: Streamline processes and address any outstanding
issues.

Key Learnings:

Preparations Before Going
to Market:

What specific metrics or operational indicators / KPIs do
you track regularly to ensure ongoing efficiency within your
company?

CONSIDERING THE UNIQUE STRENGTHS OF
YOUR SAAS COMPANY:

"In what ways have you protected your intellectual property,
and how do you believe this will add value in the eyes of
potential buyers?"

https://lensapp.ai/
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Navigating
Potential Pitfalls 

CHAPTER N.5

BE EXIT-READY

We could write an entire book on this topic so
we highlight the real ‘deal killers’ that are
immediately noticeable  

https://lensapp.ai/
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Red Flags from a Broker's
Perspective 
With his company well-prepared for the market, Alex embarked on the next phase of
his exit strategy – engaging with potential buyers. However, this path was laden with
potential pitfalls that he needed to navigate carefully to ensure a successful sale.

Alex was aware of the dangers of
unrealistic valuation expectations. He
approached this by grounding his
expectations in thorough market
research and feedback from financial
experts. While he believed in his
company's worth, he also understood the
importance of being realistic and open to
negotiation to make the sale attractive to
potential buyers.

Having already worked on his financial
statements, Alex revisited them to check
for any inconsistencies or unexplained
losses that could raise red flags. He
wanted to ensure that everything was
transparent and justifiable, reflecting the
true financial health of his company. Any
anomalies were thoroughly investigated
and clarified.

ADDRESSING UNREALISTIC
VALUATION EXPECTATIONS

ENSURING CONSISTENCY IN
FINANCIAL RECORDS

https://lensapp.ai/
https://beyond-ma.com/


Another area of concern was the company’s reliance on a few key customers or
employees. Alex initiated strategies to diversify the customer base and mitigate the risk
of over-dependence on certain individuals within the team. This involved strengthening the
company's sales and marketing efforts and implementing a robust succession plan for
key roles.

Finally, Alex refined the company's business strategy and unique value proposition. He
knew that potential buyers would look for a clear strategic direction and a strong value
proposition that set the company apart in the market. He worked with his team to
articulate this in a compelling way, highlighting the company’s strengths and potential for
growth.

REDUCING DEPENDENCY RISKS

CLARIFYING BUSINESS STRATEGY AND VALUE
PROPOSITION

https://lensapp.ai/
https://beyond-ma.com/


Realistic Valuations: The importance of setting realistic valuation
expectations based on market research and expert feedback.
Financial Transparency: Ensuring financial records are consistent, accurate,
and transparent, with all anomalies explained.
Reducing Key Person Risks: Diversifying customer bases and implementing
succession planning to mitigate the risk of dependency on key customers or
employees.
Strong Business Strategy and Value Proposition: The need for a clear, well-
articulated business strategy and unique value proposition to attract potential
buyers.

Unrealistic valuation expectations.
Inconsistent financial records or unexplained losses.
Dependence on a few customers or key employees.
Lack of a clear business strategy or unique value proposition.

Key Learnings:

Red Flags from the buyside
Perspective :

How do you present ambition, risk and realism when setting
the valuation for your company?

CONSIDERING THE UNIQUE STRENGTHS OF
YOUR SAAS COMPANY:

How have you ensured that your company's unique selling
points are communicated effectively in buyer discussions?"

https://lensapp.ai/
https://beyond-ma.com/


The art of the pitch
CHAPTER N.6

BE EXIT-READY

As Andrew Chen states “Be the Jerk’ when
pitching.  You need to standout.

https://lensapp.ai/
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Key Talking Points for
Entrepreneurs
As the day of the first major meeting with potential buyers approached, Alex knew
that his ability to effectively communicate his company's value would be pivotal. He
carefully crafted his pitch, focusing on key aspects that would resonate with buyers
and showcase the true worth of his SaaS enterprise.

Alex started by outlining the core
strengths of his company. He
emphasized the innovative features of his
software, its user-friendly interface, and
how it solved key problems in the market
uniquely. He showcased testimonials and
case studies that demonstrated the
product’s impact, highlighting its unique
selling points in comparison to
competitors.

Understanding that buyers are interested
in future profitability, Alex presented a
well-researched analysis of market
trends and growth opportunities. He
discussed how the company was well-
positioned to capitalize on these trends
and expand into new markets. His vision
for the future was backed by concrete
plans and strategies to achieve
sustainable growth.

HIGHLIGHTING BUSINESS
STRENGTHS AND UNIQUE
SELLING POINTS

PROJECTING GROWTH
POTENTIAL AND MARKET
OPPORTUNITIES

https://lensapp.ai/
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Financial viability was a crucial part of the discussion. Alex provided a transparent view of
the company’s financial performance, including historical revenue growth and profitability.
He then transitioned to future financial projections, explaining his rationale behind these
forecasts and the strategic steps planned to achieve them.

Finally, Alex turned the conversation to one of his company’s greatest assets - its people.
He spoke about the team’s expertise, their commitment to innovation, and how their skills
contributed to the company’s success. He also painted a picture of the company culture,
emphasizing values like collaboration, creativity, and employee well-being, showing how
this culture was integral to the company’s success.

DEMONSTRATING FINANCIAL PERFORMANCE AND
PROJECTIONS

SHOWCASING TEAM CAPABILITIES AND
COMPANY CULTURE

https://lensapp.ai/
https://beyond-ma.com/


Communicating Unique Selling Points: Effectively showcasing the business's
unique strengths and how it stands out in the market.
Conveying Growth Potential: Articulating clear market opportunities and
presenting a compelling vision for future growth.
Financial Transparency and Foresight: Demonstrating solid financial
performance and realistic, yet ambitious, future projections.
Highlighting Team and Culture: Emphasizing the capabilities of the team and
the value of company culture as critical components of business success.

Business strengths and unique selling points.
Growth potential and market opportunities.
Financial performance and future projections.
Team capabilities and company culture.

Key Learnings:

Key Talking Points for
Entrepreneurs:

Practice how you identify and articulate your company’s
unique selling points to potential buyers

CONSIDERING THE UNIQUE STRENGTHS OF
YOUR SAAS COMPANY:

How do you prepare to address the tough questions
regarding your financial projections during a pitch?

https://lensapp.ai/
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Maximizing
Valuation

CHAPTER N.7

BE EXIT-READY

Maximum value is a key desire, but what that
entails will differ from firm to firm.
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Achieving a Better Valuation
With the negotiations underway, Alex turned his focus to a critical aspect of his exit
strategy – enhancing the valuation of his SaaS company, specifically its EBITDA
(Earnings Before Interest, Taxes, Depreciation, and Amortization). He aimed to
present his business not just as profitable but also as having strong potential for
sustained growth and profitability.

Alex began by diversifying the
company’s revenue streams. He
recognized that a business overly reliant
on a single product, customer, or market
segment was riskier for buyers. By
broadening the customer base and
developing additional product lines, he
reduced this risk and increased the
company's appeal, showing it as a robust
and versatile business.

A strong, recurring revenue model was at
the heart of Alex’s company, providing
stability and predictability in earnings. He
focused on enhancing this model,
improving customer retention strategies,
and expanding the subscription services.
These efforts underscored the
company’s ability to generate consistent
revenue over time.

DIVERSIFYING REVENUE
STREAMS

STRENGTHENING THE
RECURRING REVENUE MODEL

https://lensapp.ai/
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Alex also worked to highlight his company's unique competitive advantages. Whether it
was proprietary technology, a strong brand reputation, or superior customer service, he
emphasized these factors to distinguish his business from competitors. These
advantages were presented as key drivers of future growth and profitability.

Lastly, Alex focused on implementing operational efficiencies. He streamlined processes,
improved cost management, and leveraged technology to enhance productivity. These
improvements not only boosted the company's current profitability but also demonstrated
its potential for improved margins in the future.

HIGHLIGHTING UNIQUE COMPETITIVE
ADVANTAGES

BOOSTING PROFITABILITY THROUGH
OPERATIONAL EFFICIENCIES

https://lensapp.ai/
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Revenue Stream Diversification: The importance of diversifying revenue
sources to reduce risk and increase business resilience.
Robust Recurring Revenue: Strengthening the recurring revenue model to
showcase financial stability and predictability.
Competitive Advantages: Highlighting unique competitive factors that set the
business apart and drive future growth.
Operational Efficiency for Profitability: Implementing operational
improvements to enhance profitability and showcase potential for future
margin improvements.

Diversifying revenue streams to reduce risk.
Demonstrating a strong, recurring revenue model.
Highlighting unique competitive advantages.
Implementing operational efficiencies to boost profitability.

Key Learnings:

Achieving a Better EBITDA
Valuation:

How do you quantify the impact of your competitive
advantages on your company’s financial performance?

CONSIDERING THE UNIQUE STRENGTHS OF
YOUR SAAS COMPANY:

How do you communicate the intrinsic value of your
company’s proprietary technology to potential buyers in
financial terms?

https://lensapp.ai/
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Crafting the Ideal
Deal 

CHAPTER N.8

BE EXIT-READY

It’s a negotiation - so good to walk in fully
informed.
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Deal Terms to Strive For
After successfully engaging potential buyers with his compelling pitch, Alex moved
to the next critical stage of his exit strategy – negotiating the terms of the deal. His
goal was to strike a balance between his interests and those of the buyer, ensuring a
fair and beneficial agreement for both parties.

Alex's primary focus was on securing
favorable payment terms. He understood
the attractiveness of upfront cash offers,
providing immediate financial returns.
However, he also considered earn-outs
as a way to benefit from the future
growth of the company, which he had
nurtured. Striking the right balance
between immediate and deferred
compensation was key.

Another crucial aspect was clarifying
post-sale roles and responsibilities. Alex
wanted to ensure a smooth transition
post-sale, especially if he was to stay on
in any capacity. He sought to define
these roles clearly, setting boundaries
and expectations to avoid future conflicts
and ensure the continued success of the
business.

NEGOTIATING FAVORABLE
PAYMENT TERMS

DEFINING POST-SALE ROLES
AND RESPONSIBILITIES

https://lensapp.ai/
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Non-compete clauses were a sensitive subject. Alex understood their necessity from a
buyer's perspective but wanted to ensure that they were reasonable and fair, not overly
restrictive to his future endeavors. He negotiated terms that protected the buyer’s
interests while not unduly limiting his own professional growth.

Finally, Alex knew the importance of having clear dispute resolution mechanisms in place.
This foresight was crucial for handling any disagreements or misunderstandings that
might arise post-sale. He worked towards incorporating terms that outlined a clear, fair
process for resolving disputes, protecting both parties’ interests.

ESTABLISHING REASONABLE NON-COMPETE
CLAUSES

PROVISIONS FOR DISPUTE RESOLUTION

https://lensapp.ai/
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Balanced Payment Terms: The significance of negotiating payment terms
that balance immediate financial gains with potential future earnings.
Clarity in Post-Sale Involvement: The importance of defining post-sale roles
and responsibilities for a smooth transition and clear boundaries.
Fair Non-Compete Clauses: Ensuring non-compete clauses are reasonable,
protecting the buyer's interests without overly restricting the seller's future
opportunities.
Dispute Resolution Mechanisms: The need for clear provisions for dispute
resolution to protect both parties and ensure a fair process.

Favourable payment terms (e.g., upfront cash vs. earn-outs).
Clarity on post-sale roles and responsibilities.
Non-compete clauses that are reasonable and fair.
Provisions for dispute resolution.

Key Learnings:

Deal Terms to Strive For:

Can you detail how you ensured post-sale roles and
responsibilities were advantageous for both you and the
buyer?

CONSIDERING THE UNIQUE STRENGTHS OF
YOUR SAAS COMPANY:

"What are the key factors you consider when deciding
whether to accept upfront cash offers versus earn-outs?"

https://lensapp.ai/
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FAQS
CHAPTER N.9

BE EXIT-READY

Feel free to contact us if you need other
questions ansered.
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Post-sale agreements often present
complex challenges, particularly in
defining the seller’s role after the
transaction. Sellers are concerned about
how to balance their desire for autonomy
with the buyer's need for continuity and
control. Clear communication and legal
counsel are essential in crafting post-
sale agreements that protect the
interests of both parties. Sellers must
understand the implications of different
post-sale scenarios, whether they're
making a complete exit, staying on as a
consultant, or retaining a role in the
company’s operations. It's also crucial to
negotiate non-compete clauses that are
fair and consider the seller's future career
prospects while protecting the buyer's
investment.

Disputes can arise in any business
transaction, so having a predefined
mechanism for resolution is essential.
The complexity of SaaS business
transactions makes it even more
important to preemptively address
potential disagreements. Entrepreneurs
often seek advice on what provisions
should be included in the sale agreement
to ensure disputes are resolved swiftly
and fairly. Risk management strategies,
such as due diligence, warranties,
indemnities, and liability limitations, play a
vital role. By clearly outlining the steps to
be taken in the event of a dispute, both
parties can move forward with
confidence, knowing that there are
systems in place to handle unforeseen
issues.

When structuring a deal for the sale of a SaaS business, it's paramount to understand the
nuances that contribute to the company's valuation. The valuation is not just a reflection of
current earnings but also the strategic potential embedded within the company’s
operations, market position, and intellectual property. Entrepreneurs often question how
different valuation methods impact their deal structure and payment terms. It's important
to consider both traditional valuation metrics, such as EBITDA multiples, and more
nuanced aspects like the quality of revenue, growth rate, and market trends. The
structure of the deal—whether it includes earn-outs, staggered payments, or contingent
clauses—can significantly influence the final valuation and the perceived risk for both the
seller and the buyer.

UNDERSTANDING DEAL STRUCTURE AND
VALUATION

How to Start an Online
Business FAQS

NAVIGATING POST-
SALE AGREEMENTS

DISPUTE RESOLUTION
AND RISK
MANAGEMENT

https://lensapp.ai/
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Valuation methods impact deal structure significantly. For instance, a multiple of EBITDA
provides a snapshot of current financial health, but may not fully capture the company's
future growth prospects. Thus, a buyer may offer a lower upfront payment but propose
an earn-out to account for potential growth, which benefits both parties if the company
performs well post-sale. Alternatively, a valuation based on a revenue multiple might lead
to a higher upfront payment, as it reflects the company's market position and recurring
revenue strength. It's vital to align the valuation method with the company's strategic
strengths and the entrepreneur's goals for the sale.

Effective dispute resolution mechanisms should include mediation, arbitration, and, as a
last resort, litigation. The agreement should first encourage direct negotiation between
the parties to resolve disputes. If this fails, mediation by a neutral third party can be
stipulated as the next step. For disputes that are more complex, binding arbitration can
be outlined as a method to avoid the time and expense of court proceedings. In all cases,
the agreement should define the jurisdiction, the process for selecting the mediator or
arbitrator, and the timeline for resolution. This approach helps manage risks and provides
a clear path forward in the event of disagreements.

Best practices include being explicit about the expectations for any ongoing involvement.
This means clearly outlining the scope of work, duration, and remuneration if the seller is
to stay on. Sellers should negotiate terms that allow them to contribute positively post-
sale without being mired in operational responsibilities that could limit their future
ventures. Legal agreements should stipulate the decision-making powers, reporting
structure, and the metrics by which the seller's performance will be evaluated. It's also
wise to establish an exit clause should either party wish to terminate the ongoing
involvement earlier than planned.

HOW DO VARIOUS VALUATION METHODS
AFFECT THE DEAL STRUCTURE IN THE SALE OF A
SAAS COMPANY?

WHAT DISPUTE RESOLUTION MECHANISMS
SHOULD BE INCLUDED IN A SAAS BUSINESS SALE
AGREEMENT?

WHAT ARE THE BEST PRACTICES FOR DEFINING
POST-SALE ROLES FOR THE SELLING
ENTREPRENEUR?
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JOIN THE MASTERCLASS

Want more insights like this?

Join Our Masterclass
Join us for our monthly session with fellow founders.

BE EXIT-READY

We want founders to win.  Click on our sites below for  further information
to help you and useful resources:

https://lensapp.ai/
https://beyond-ma.com/

