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Unrealistic Valuations 
The following quote by Warren Buffett summarizes it well: “Price is what you pay, value is what you get.” 

One of the biggest struggles with selling in the lower to middle market is business valuation expectations. Sellers  almost 
always  feel their business is worth far more than what the market will bear. In a recent study, 58% of brokers believe 
sellers’ unrealistic  expectations is the main hurdle in transactions today. Here are a few basic reasons explaining this 
valuation gap:  

• The owner is valuing assets and not cash-flows. Investors are not concerned as to what you paid for your assets. A
buyer is focused on the cash that the business can generate and its risks. This is especially true with service and
technology companies;

• Too often the owner is not optimizing his value / opportunities due to lack of preparation for the transaction. A small
investment in preparing for the transaction can pay for itself several fold over if properly executed;

• Owner’s attachment to the Company. If the Company has paid your salary, the children’s tuition, etc.—you place
more value on the enterprise and may not appreciate the risks associated with the business from an outsider ’s
prospective;

• Valuations based on the rare astronomical business successes, i.e. Instagram, Facebook and Apple. These entities
are so far outside the realm of the norm—that any meaningful comparison is ludicrous;

• Private Equity Firms and the relatively low cost of capital have generated an unprecedent frenzy over competing for
the companies with an EBITDA greater than $5 million; and

• The owner is equating the valuation based on wants and needs, not on a fair market value.

Before you contemplate selling your business—hire an independent accredited business valuator to provide you with  a 
reality  check as well as a means of improving the future price.  
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Tax Planning for Exit Strategies 

 There is no doubt that exit planning and its execution are complex and challenging. The proper exit planning is critical 

and  can save the seller a significant amount of money. With a fifteen-month plan to exit your business with the proper 

planning and  execution—the seller should be able to add another 30% to his / her net proceeds. This is possible 

because it:  

• Provides you with a time to properly “clean-up” the balance sheet;

• Eliminates unnecessary costs. Remember that each dollar you save or add will generate a significant result within

the next 15 months. For example, if the company has a valuation multiple of 6, then every dollar improvement in

EBITDA generates you, the owner, $6 This is not a bad ROI.

• Allows the inventory to be optimized;

• Assures you have the right team. Too many low/middle market companies do not have the bench strength once the

owner leaves. Or even worse, the bench strength comes from family members. Develop a team knowing the short-

term and long-term strategy and share the upside opportunity with them. If done properly, these key individuals will

generate their savings several fold in comparison to the costs;

• Incentivizes all the key players to ensure everyone is on the same page; and

• Gives you time to meet with your tax advisor very early in the process to ensure you minimize your tax exposures

and/or obligations. Ensure that your tax advisor is an expert in the M&A phases of business. This a very complex set

of transactions—this is not the time to have an inexperienced player. After al—this business sale may be the most

important financial transaction in your life.

From a tax perspective, you, the owner, should have a solution to the following tax issues: 

• What Type of Entity Do You Use to Conduct Your Business?

• Is a Tax-Free/Tax Deferral Transaction Possible?

• Are you Selling Assets or Stock?

• Allocation of Purchase Price is Critical.

• Other Payments to Sellers; Personal Goodwill.

• Installment Sales (Seller Financing) and Escrows.

• Earnout/Contingent Payments.



Generally 
Under-performing 

Companies 
Exhibit Lack Of: 

1. Succession Plans
2. CFO - Not Strategic
3. Inventory Management
4. Formal Budget
5. Training/ Professional Development
6. Job Costing/ Proper Expense Allocation
7. Quality Financial Statements

Top Reasons for Turnarounds 

• No Strategic Plan

• Technology and Applications

• Balance Sheet Issues

• Too Much Growth Too Fast

Client Concentration Issues

Loss of Key Employees

Expenses Out Grow Revenue

Quality

• Vendors
• Fraud

Bad Mergers/Acquisitions

These are " averages". Each industry/ client is different. 

Company Size Time for Turnaround Cost of Turnaround 

Revenue (million) Timing (months) Cost (as a % of revenue)* 

< $10 6 3% 

$10 - $25 6 1- 2.75%

$25 - $100 9 2%

> $100 12 3%

*Includes legal, turnaround professionals, accountants, and financing charges.

Prepared by Lakelet Advisory Group 
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Contact Us 

Lakelet Advisory 
Group 
50 Fountain Plaza 
Suite 1400  
Buffalo, NY 14202 

(888) 971-3244

info@lakeletag.com 

Visit us on the web at 

www.LakeletAG.com. 

What’s Happening with Lakelet This Quarter? 

• Lakelet Capital LLC, formerly Lakelet Acquisition Corporation, was established in January of

2016 and was recently rebranded to further our emphasize our focus as a private equity group

that invests in private companies through control equity investments, as well as makes select

minority investments. Check out our updated site here, www.LakeletCapital.com.

• Lakelet Capital LLC is excited to announce the addition of Randy Bianchi as Managing Partner.

With over 25 years of deal and management experience, including over 10 years in private

equity, Randy has a proven track record in sourcing and executing acquisitions of, and

investments in, leading private companies. Randy’s responsibilities will focus on deal sourcing

and execution.

• Leigh Caldwell, Vice President of Lakelet Advisory Group, attended the Marijuana Business

Conference & Expo in Washington, D.C. She Participated and gained insight from thousands of

cannabis industry leaders. Cannabis is now the number one growing industry in North America

and Lakelet is excited to participate in the exciting growth potential.

• Michael Koeppel, President and Founder of Lakelet Advisory Group, has been appointed

Chairman of the New York State Society of CPA’s Bankruptcy and Restructuring Committee.

The Committee will be launching a new marketing and enrollment plan in August.

• Randy Bianchi, Managing Partner of Lakelet Capital, was recently appointed as the President of

the Upstate Capital Association of NY (formerly UVANY), Upstate Capital is a premier

networking organization for lower middle market and early stage investment professionals and

companies.

• Randy Bianchi was featured as a panel participant for the “Capital Stack” networking and

educational program facilitated by the Upstate Capital Association. Presentations were held in

Buffalo and Rochester NY.

Lakelet Advisory Group LLC 4 

“Turnaround or growth, it’s getting your people focused on 

the goal that is still the job of leadership.”  

- Anne M. Mulcahy (former CEO of Xerox)


