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Much of the focus in the sale of a business 
centres around current and future earnings, 
and the likely business valuation that results. 
But any owner considering a sale would do 
well to remember that maximising value is 
as much about dealing with ‘deal killers’ - 
problem areas that could undermine a sale - 
as about the positive levers that drive higher 
valuations.  

Owners looking to sell should review all 
aspects of their business to identify the key 
issues that could increase risk and in turn 
decrease valuation of their asset. These 
could be legal, financial, transfer issues (e.g. 
constraints to ownership changes), or a 
mismatch in sale expectations.

• Legal Killers

• Financial Killers

• Transfer Killers 
  

• Expectation Killers -  
the mismatch between your 
own price expectations and 
that of your buyer

Introduction

This guide explores these areas in more depth, highlighting the biggest 
issues in each. Often, these are areas that owners tend to overlook - but if 
left unresolved can undermine a business’s valuation and saleability.  
By identifying and dealing with such deal killers well before a negotiation, 
an owner can help minimise buyer risk, making their business much more 
attractive and its sale far less problematic. 

This guide is designed to help owners understand the kind of issues that 
become deal killers, and then towards the end of the document, check 
that the right steps are being taken to eliminate them.
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1. Legal Killers

Running the Business  

One of the main areas of concern 
here is employment law. No new 
owner will want to find themselves 
embroiled in an ongoing 
employment tribunal case. Similarly, 
few will risk the uncertainty and 
potential costs of an environmental 
case – particularly if a loss might 
involve the unknown but potentially 
huge costs of cleaning-up a 
polluted site. Buyers will also be 
very wary of purchasing a business 
faced with a potential product 
liability suit. While these concerns 
about exposure to claims and 
damages are the main ‘running the 
business’ legal killers, others might 
relate to property, contracts and  

 
 
disputes, or whether a particular 
property is part of the deal or 
not. Finally, ongoing tax or VAT 
enquiries (dealt with below as a 
financial deal killer, but with clear 
legal aspects) - are also likely to 
present major concerns.

So, well in advance of any sale, 
owners should think through the 
legal risks that any buyer might 
be taking on in purchasing the 
business, and should seek to 
minimise them. 
 
 

Company Structure

The quickest way to kill a deal is to 
introduce uncertainty or complexity 
about who actually owns a business. 
If a company’s ownership is opaque, 
then most buyers will walk away. 
Similarly, if the legal structure of 
the organisation is complicated 
– for example, with subsidiaries, 
partnerships, different classes of 
shares, minority shareholders, etc - 
then many deals can turn sour. 

Tax Structure

Complexity makes any deal more 
difficult. That’s particularly true if an 
owner or a business has created a 
complex tax structure over time. This 
will need to be unwound in the lead up 
to the sale, satisfying tax authorities 
that everything is in order.  

 
 
But sometimes, tax structures are 
so complicated that the difficulties 
unpacking them end up killing the deal. 

Another issue may arise if a business 
has historically taken (legal) tax 
avoidance steps to minimise its 
tax, but which may have resulted 
in a lower profit being stated in the 
accounts. This has the unintended 
consequence of lowering the 
business’s valuation (price is 
generally based on a multiple of 
historic earnings), which could again 
kill the deal if that price doesn’t meet 
the owner’s needs.

To avoid these issues, an owner’s 
tax planning should be clear and 
simple, facilitating the deal. And 
the business’s tax returns should as 
closely as possible reflect ‘real’ profits 
in the years leading up to a deal.

Legal killers can come in two main forms – those relating to the running 
of a business, and legal issues relating to company and tax structures. 
Taking each in turn:
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2. Financial Killers

Buyer Financing

In most respects, this is outside an 
owner’s control – but it’s important 
for an owner to be aware of 
possible issues in the area, as 
problems with buyer financing 
are frequently a cause of deal 
collapse. This is particularly the 
case for smaller transactions. That’s 
because large corporate deals are 
frequently supported by investment 
banks, or buyers already have cash 
available or can raise funds through 
share issues. But smaller buyers 
often have much more difficulty 
raising capital, an issue that’s 
become even more challenging 
following the 2008 financial crisis.  

Working Capital 
Disagreements  

No buyer will want to purchase 
a business, only to be hit with a 
large bill for staff wages and other 
purchases to keep the organisation 
afloat. To avoid this situation, a 
deal should define the right level of 
cash/working capital that a seller 
must leave in the business to run its 
day-to-day operations. Inevitably, 
there are tensions over what that 
level is, since a seller will normally 
retain any excess cash and won’t  
want to leave any behind, while a  

 
 
Banks have become increasingly 
prudent, and as a result many deals 
have fallen through or have taken 
longer to push through. That’s 
particularly the case if a buyer has 
to find more capital from their own 
sources or is reticent to give up 
equity to another partner. 

For the existing owner, this can be 
immensely frustrating – but it helps 
to be clear about what you can 
control, and to accept what you 
can’t. Your business adviser may 
also be able to work with the buyer 
and their advisers on your behalf, 
helping overcome any financing 
issues that emerge.

 
 
 
buyer will want as much security 
and cash as possible. This issue 
should be relatively easy to address, 
with a reasonable figure identified 
relatively early in the negotiations 
(e.g. based on historic cash flow 
data in the accounts). The advisers 
on either side of the deal should 
also have experience of dealing with 
similar issues in other deals, bringing 
useful perspective and relevant 
benchmarks to the discussion.

The most critical financial killers are those involving a buyer’s financing 
of the deal; disagreements over working capital in the business to be 
bought; financial risk resulting from over-reliance on too few customers; 
and business under performance in the closing stages of a negotiation. 
Looking at each in turn; 
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Given the complexities of a deal, it 
would be very understandable if an 
owner started to pay less attention 
to client retention, daily sales or the 
day-day needs of the business. But 
this loss of focus must be avoided 
at all costs, as continued strong 
business performance is crucial 
to the success of the deal. Any 
sign that results are beginning to 
diverge from forecasts could lead to 
a dramatic loss in confidence in the 
business - and therefore in a deal’s 
overall viability. Even in the best-
case scenario, disappointing results 
are likely to undermine confidence in 
all the other information shared with 
the prospective buyer to that point. 

This kind of issue might also be 
related to market timing – for 
example, if the sector is entering 
a downturn, or sales are pausing 

for breath after a spectacular year 
of growth. While it’s desirable to 
sell a business at a peak, with an 
attractive year of sales boosting 
value, it’s critical this positive 
picture isn’t undermined by 
disappointing figures in the most 
recent set of results.

For all these reasons, it’s 
crucial that the owner and top 
management team keep their 
focus on running and growing the 
business, even if their attention is 
also needed in the negotiations. 
This is one of the reasons that a 
business adviser is so important – 
helping maintain deal momentum 
while allowing a business’s 
management to keep the business 
running. Few deals are concluded 
successfully without this kind of 
outside support.

Disappointing Financial Results in a Deal’s Final Stages
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3. Transfer Killers

Due diligence occasionally 
discovers something so significant 
that it kills the deal. To avoid this, 
owners should focus on their own 
due-diligence prior to putting the 
business on the market. A business 
adviser can advise on this, helping 
to identify key areas to focus on, 

and will also do their own due 
diligence to help support the deal. 
In general, an issue can be dealt 
with far more easily during this pre-
stage than during a deal’s frenetic 
and emotionally charged closing 
stages - so internal due diligence is 
a ‘must’ that shouldn’t be skipped. 

Most buyers develop a mental 
map of a business before buying 
it – a clear understanding of what 
the business does, how it fits with 
their business operations, and 
what value it delivers. This map will 
become more and more populated 
during the buying process, informed 
by the adviser’s marketing material, 
the seller’s ‘pitch’, and information 

shared during due diligence. 
Any ambiguity, inconsistency 
or competing narrative that 
emerges during the process is 
likely to confuse. At worst, it may 
even fatally undermine a buyer’s 
confidence in the deal – particularly 
if it relates to significant legal, 
financial or operational issues.

In the deal’s closing stages, a 
prospective buyer will begin due 
diligence – checking that the 
owner’s claims are accurate and 
valid. As part of this process, 
the buyer will be given access 
to a data room containing all the 
information central to the sale - 
all accounts, contracts and other 
relevant documentation - helping 
them understand the business, its 
financials, and its future prospects. 
It’s therefore crucial that the 
information is organised, accurate 
and complete. Any discrepancies, 

inconsistencies or lack of clarity will 
reflect badly on the business, and 
at worst could totally undermine 
confidence in the negotiations, 
killing the deal. Similarly, poor 
record keeping and housekeeping 
– where a business has failed to 
tie up key contracts, nail down 
relationships with customers 
and suppliers, pay debts and get 
accounts audited – can put a deal at 
risk. To avoid breakdown, the owner 
must ensure that all of these issues 
are taken care of well ahead of time.

Surprises Discovered During Due Diligence

Inconsistent Information

Insufficient or Poor-Quality Information
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Due diligence tends to uncover 
most issues that a business has, 
so there’s little gain in trying to 
hide them. If issues are uncovered, 
confidence and trust is likely to 
be significantly eroded, leading 
to almost certain deal failure. Far 
better that the owner identifies all 
issues well in advance of any sale, 
putting in place a plan to address 

each issue. The seller can then be 
open about any issues found, and 
by highlighting mitigating actions 
can reinforce trust and confidence. 
It’s therefore crucial that the owner 
conducts their own due diligence 
well in advance of a buyer’s own 
investigations, creating the platform 
for a strong deal.

Deals can fail purely because 
momentum isn’t sustained. For 
success, sustained effort is required 
on both sides to drive through a 
deal. The more a negotiation is 
delayed or progresses slowly, the 
more likely it is to fail. On a human 
level, slow progress inevitably 
translates to lower enthusiasm – 
with more attractive deal prospects 
potentially emerging elsewhere. 
Key personnel may also move on, 
slowing the process further.

And with time passing, a whole 
range of other factors also 
may come into play - economic 
conditions may change, increasing 
the buyer’s risk; business 
performance may drop, undermining 
confidence; share prices may fall, 

jeopardising financing. The longer a 
deal takes to finalise and close, the 
more likely these kinds of external 
factors will kill the deal. Such events 
are often difficult to predict, and 
even more difficult to deal with. 
Many transactions stopped as a 
result of the Covid pandemic – 
even as they created conditions 
for ‘distress sales’ to go ahead. 
Brexit and 2008 financial crisis had 
similarly disruptive effects. 

Because these ‘black swan’ 
events are so unpredictable and 
destructive, the best advice is 
to move quickly to avoid being 
affected by one of these disruptive 
events. Sustaining momentum is 
in any case crucial to avoid buyer 
fatigue and stop them walking away.

Most buyers will be time-poor, and 
impatient to conclude a deal. They 
will become frustrated if they sense 
they’re not dealing with serious 
sellers - and may even walk away 
and turn to other opportunities. 
It’s therefore important that 
owners spend time preparing 
documentation, collecting necessary 
information and developing draft 
responses to likely questions. 

Smart owners will bring in a 
business adviser to help early 
in the sale process. Apart from 

demonstrating an owner’s clear 
commitment to a sale, the 
involvement of an adviser will help 
focus the collection of data and 
the preparation of the data room. 
Good planning also helps keep up 
momentum in the negotiations, 
ensuring data is to hand and 
answers readily available when 
required. The absence of this kind 
of preparation can definitely be a 
deal killer, and can also lead to the 
issues of insufficient or poor quality 
information described earlier. 

Lack of Openness About Business Weaknesses Lack of Momentum / Increased Threats from External Factors

Poor Preparation / Lack of Responsiveness
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Owner Dependence 

The best preparation an owner 
can make to help a deal succeed 
is to ensure the business no longer 
needs them. Without doing so, 
there’s a high probability that owner 
dependence will be a deal breaker. 
If a business’s main customer 
relationship is 100% through the 
owner, any buyer will be worried 
that the customer will go  

 
 
elsewhere once the owner leaves. 
Similar concerns will emerge if a 
key supplier relationship is overly 
dependent on the outgoing owner, 
or the seller has accrued product or 
process ‘know-how’ that’s almost 
impossible to replace in the short 
term. All adds to buyer risk – and 
probable deal breakdown. 

Owner Withdrawal

While buyer exit is the more common 
reason for deal failure, owners do 
sometimes withdraw from a deal 
if they don’t get the appropriate 
support. Any deal places a heavy 
burden on owners to pull together 
documentation, put appropriate data 
in the data room, provide answers 
to questions that emerge during 
due diligence. All of this is time 
consuming, and diverts attention 
from the normal needs  

 
 
of running a business. If an owner 
doesn’t get appropriate support 
from colleagues, or better, from a 
business adviser, there is a good 
chance an owner may withdraw. 
That’s made more likely by the 
emotional investment owners make 
in their business – this is their ‘child’, 
their team, their customers, so it’s not 
entirely surprising that some owners 
have second thoughts and decide not 
to go through with a sale.

Poor Owner / Seller Chemistry

All deals can at times seem to be 
stressful, difficult journeys, with key 
pressure points along the way. But 
these issues become much easier if 
there is goodwill between buyer and 
seller. We buy from people we respect, 
trust and like. But if deep mistrust 
emerges, or feelings of dislike, then 
the risks of failure multiply - regardless 
of the underlying rationale for a deal.  
The best advice is to work hard  

 
 
at creating a positive, productive 
relationship – building trust by 
being open about the strengths 
and weaknesses of a business. 
Consistency is also important in 
your approach to the deal, helping 
to build certainty. If there are cultural 
differences, it’s also important to work 
at understanding and bridging those, 
helping ease misunderstandings.

Overly Aggressive Negotiating 
Behaviour

Business owners tend to be focused 
on success, good at winning 
arguments and gaining objectives. But 
being so used to achievement, there’s 
a danger they press too hard on every 
point. Negotiations should really focus 
on the major issues, finding the win-
win in those areas to create a platform 
for a successful deal. But in some 
negotiations, one of the parties is so 
committed to winning on every point, 
that the deal gets bogged down in 
arguments on small items and may 
even collapse completely.  
 

 
 
 
While it’s important to negotiate 
strongly, owners should be sensitive 
to deal ‘chemistry’ and be willing to 
give up some minor points in order 
to agree the big ones. They should 
also recognise that deal risk can’t 
all be with the buyer (or seller), and 
aggressively attempting to push 
it onto the other party is unlikely 
to succeed. For any successful 
negotiation, deal risk has to be shared.
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4. Expectation Killers

transworldukmanda.com 

Differing price expectations ranks 
as one of the main deal breakers. 
It occurs when there is a mismatch 
between an owner’s own price 
expectation and that of their buyer. 
You may judge your business a steal 
at a certain price point, but regardless 
of your own view, the reality is that 
the business is only worth what a 
buyer will pay. 

No owners can ever have a truly 
objective, accurate view of the 
value of their business. It’s their 
creation, their team, their success 
- they’re inevitably emotionally 
involved. They might also be 
influenced by higher profile 
M&A deals, and so have a totally 
unrealistic view of the kind of 
multiple their own sale might be 
able to achieve. Such a mismatch, 
particularly if compounded by a 

buyer undervaluing a business, or 
the two parties misunderstanding 
the position of either side, can 
quickly lead to deal failure.

Business advisers are highly skilled 
in averting this kind of failure. Their 
access to a range of benchmarks 
and their experience of price 
modelling gives them a good sense 
of true value. Generally, they also 
have a more objective view of 
price, so they can help manage 
the expectations of both buyer 
and seller. They can also help ease 
emotionally charged negotiations 
on price, and help ensure that 
expectations are realistic. 

But even with the presence of 
advisers, price negotiations are 
always likely to be tense, and 
in any case may not generate a 

‘true’ valuation – value will always 
be subjective to some degree. A 
better, more accurate valuation may 
emerge in an auction (as well as 
increasing the likelihood that the 
final price is nearer to the seller’s 

upper target). But whether through 
an auction or a sole buyer, the 
closer that expectations are to a 
realistic valuation, the better the 
chance of a deal. 

Poorly Selected Business Advisers, Poorly Selected Buyers

One of the key tasks of any 
business adviser involved in M&A 
activity is to target prospective 
buyers and qualify those that 
express interest in the sale. 
Unfortunately, poor advisers 
may not take the time to really 
understand the seller’s industry 
or market sector, and as a result 
may target the ‘wrong’ prospects 
– buyers who might not have 
access to the finance, who have 

no strategic rationale behind a 
purchase, or who are otherwise 
unsuitable. After a fruitless 
negotiation and much wasted time 
and effort, it eventually becomes 
apparent that a deal was never 
in prospect – a hugely frustrating 
experience for everyone. In 
contrast, a good adviser will grasp 
the kind of buyer required and will 
successfully manage the sale.
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6. Dealing with Deal Killers

Some deal killers can’t be eliminated – particularly those related 
to ‘Black Swan’ external events. But many of the others outlined in 
this guide can be, or their impact can be significantly curtailed. To 
try to avoid deal killers, should focus on preparation, planning and, 
perhaps most of all, getting a good adviser to join the team. 
To address specific deal killers, owners should;

• Avoid owner dependence by making sure your business no longer 
needs you

• Get support from selected colleagues to ensure a deal’s pressures and 
workload is shared

• Bring in a business adviser early in the sale process. This demonstrates 
your commitment to a sale and helps focus the collection of data and 
preparation of the data room. Your business adviser can also advise 
you in all aspects of the deal, helping to identify key negotiation risks. 
They will also do their own due diligence to help spot and deal with 
deal killers early

• Keep your focus on running and growing the business, even as your 
attention is needed in the negotiations. Use your business adviser to 
help maintain deal momentum, allowing the business’s management to 
keep the business running

• Conduct your own due diligence well in advance of a buyer’s own 
investigations. Buyers don’t like risks – and their discovery threatens 
any deal – so put yourself in your buyer’s shoes, and consider the three 
key risk areas they will be most interested in:

1. Business issues (the management team, the staff, key 
products/services, competitors, customers (particularly 
any over-reliance on a few), market prospects, business 
infrastructure and IT) 

2. Financial issues (cost control, accounting processes and 
systems, outstanding debtors, pension provisions (are they 
sufficient?), the business’s financial strength, profitability and 
sustainability, etc) 

3. Legal issues (any outstanding claims or areas of vulnerability)
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Identify all issues well before any sale, and put in place a plan to 
address each issue. Be open about issues found, and highlight 
mitigating actions to reinforce trust and confidence in the deal. 

• Ensure that information is organised, accurate and complete. Do this 
well ahead of time to address any discrepancies, inconsistencies or lack 
of clarity. Spend time preparing documentation, collecting necessary 
information and developing draft responses to likely questions

• Get record keeping and housekeeping in good shape, and focus on 
finalising key contracts, nailing down relationships with customers and 
suppliers, paying debts and getting accounts audited

• Keep up momentum in the negotiations, ensuring data is to hand and 
answers readily available when required. Move quickly to avoid buyer fatigue 
and minimise the risk that disruptive external events affect the deal.

• Work hard at creating a positive, productive relationship with your 
prospective buyer. Build trust by being open about the strengths and 
weaknesses of a business. Be consistent in your approach, helping to 
build certainty. Work at understanding and bridging cultural differences 
to help ease misunderstandings

• Be sensitive to deal ‘chemistry’ and be willing to give up some minor 
points in order to agree the big ones. Accept that deal risk has to be 
shared - aggressively attempting to push it onto the other party is 
unlikely to succeed

• Well in advance of any sale, think through the legal risks that any buyer 
might be taking on in purchasing the business, and seek to minimise them

• Keep your business’s tax structure and planning clear and simple to 
help facilitate the deal. To avoid issues, tax returns should as closely as 
possible reflect ‘real’ profits in the years leading up to a deal

• Agree a working capital figure with the buyer fairly early on in the 
negotiations, getting help if needed from your business advisers to 
identify a reasonable working capital figure. This can be based on 
relevant benchmarks in other deals and also data in the business’s 
accounts (e.g. historic cash flow data)

• If issues emerge with buyer financing, see if your business adviser is 
able to work with the buyer to overcome them

• Get help from your business adviser to deal with expectation killers. 
Their access to price benchmarks, their price modelling experience and 
their objective view of price will help manage the price expectations of 
both buyer and seller – helping seal the deal
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Support from your 
Business Adviser

At Transworld Business advisers, we use our experience and expertise to 
craft ”winning” deals. We help owners avoid deal breakers and drive best 
value by finding only suitable, realistic buyers. We also use our extensive 
database of previous transactions to accurately value the business 
– managing expectations of both buyer and seller. In addition, our 
considerable deal making experience means we are often able to identify 
potential deal breakers well in advance – allowing them to be addressed 
well before the negotiations get to a crucial stage. We support the owner 
throughout the process, advising on preparation, planning and negotiation 
strategy to help minimise the risk of deal failure. 

This is the kind of support you should demand from your own business 
adviser to help ensure you avoid deal killers. We cannot emphasise enough 
the importance of getting good advice from experienced M&A advisers to 
do so, backing up your own efforts in planning and preparation.
 

A good adviser will dedicate a significant amount of time to minimising 
the risks of deal failure. Their expertise, combined with their experience 
of managing deal breakers in other negotiations, will be a major help in 
keeping a sale on track. 

There are a number of good advisers in the UK, but if you are considering 
the sale of your business, we hope you choose Transworld Business 
advisers. We are the largest network of business advisers involved in 
business sales and acquisitions in the World, so have vast experience of 
managing ‘deal breakers’. It also means we can market a business to a 
truly global buyer pool. But in essence, we are a local provider with a deep 
understanding of the UK market, delivering a highly personalised service. 
We have offices across the UK – meaning that we understand regional 
markets and can provide a local to global coverage. 

That gives any business owner the best chance to access the right buyer 
and to get the best price from a truly competitive auction – as well as 
reducing risk from deal breakers during the process.

Thank you for reading this guide, which we hope you found useful and 
informative. If you would like more information about any of the points 
outlined, or would like to explore how Transworld Business advisers could 
help your own sales process, then please don’t hesitate to get in touch.

Henry Ziff 
Managing Director
Transworld UK

+44 20 3911 1059
info@transworldukmanda.com 
transworldukmanada.com
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Book a Free Consultation: 
Call us  +44 20 3911 1059 
Email us  info@transworldukmanda.com 
Visit us  transworldukmanda.com 


