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The Five Stages of a Business Exit (And Why
Where You Start Matters)
Most owners think selling a business starts with finding a buyer. It starts earlier than
that, and where you enter the process shapes nearly everything that follows.

By Grady Collins
Main Street Exit Partners
Preparation-first business brokerage for owner-led companies.

Most owners assume selling a business starts when they decide to sell. They call a broker, the
business goes to market, and buyers start asking questions.

In practice, the process starts much earlier. By the time a buyer sees the opportunity, many of the
things that will shape the outcome have already been settled, or left unsettled: what the owner
actually wants from a sale, which exit path fits, and whether the business can stand up to
a buyer's review.

"Ready to sell" and "ready for the market" are not the same thing. An owner can be ready to move
on while the business still depends on them for its key relationships, or while the financial records
tell a less clear story than the owner does. Those gaps tend to surface during diligence, when they
are harder and more costly to address.

Every owner-led business exit moves through five recognizable stages. Understanding them does
not obligate an owner to do anything. It clarifies where things stand today and what comes next. For
a one-page visual of all five, see The Exit Process.

Stage 1: Owner Alignment.
The sale process does not start with the business. It starts with the owner.

Before going to market, an owner needs reasonably clear answers to a few practical questions.
What do I want life to look like after the sale? What do I actually need from the proceeds? Is my
timeline realistic given where the business is today?

The proceeds question deserves a real answer. Sale price is not the same as what the owner keeps:
debt payoff, transaction costs, and taxes come out first. That math is worth working through with a
tax advisor early, before a price becomes an expectation.
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These are not soft questions. An owner who has not thought through financial needs, timing, and
life after the business tends to make reactive decisions once a deal is underway, and reactive
decisions in the middle of a negotiation are usually expensive ones.

It also helps to define what a good outcome means beyond price. Some owners care most about
protecting employees, keeping the business in the community, or staying involved for a period after
the sale. Those priorities shape which buyers fit and which terms matter.

Alignment also includes the people around the owner. A sale that the owner wants, but that a
spouse, family member, or business partner has not thought through, can create friction at the
worst possible moment. Owners who skip this work often surface it during negotiation, which is the
most costly place to discover misalignment.

This stage belongs with the owner and their wealth advisor, financial planner, or exit planner. Main
Street Exit Partners raises these questions early in a readiness conversation and coordinates with
those advisors rather than replacing them.

Stage 2: Transition Design.
A sale to an outside buyer is one way to exit a business. It is not the only one.

The main paths include a third-party sale, a family succession, a management buyout, an employee
stock ownership plan (ESOP), a recapitalization, or a wind-down. Each carries different timelines,
buyer profiles, preparation requirements, and tax and legal considerations.

Many owners of Main Street and lower middle market businesses end up on the third-party sale
path. That conclusion should be reached deliberately, not by default. An owner who discovers
partway through a market process that the path does not fit their goals faces a disruptive reversal,
and one that can put confidentiality at risk.

The owner leads this decision with their attorney, CPA, and advisor team. MSEP helps confirm
which path appears to fit, refers tax, legal, and succession questions to the right specialists, and
stays connected as the likely transaction lead if a sale is the answer.

Stage 3: Business Readiness.
A business can be profitable without being transferable. It can show strong revenue without a
financial story that a buyer or lender can verify.

Buyers evaluate a business through a diligence lens, not an ownership lens. They want to know
whether the business can operate without the current owner, whether the records support the story
being told, and whether customer relationships, key contracts, and revenue will transfer with the
business or stay with the owner.

Customer concentration raises a similar question. If a small number of customers account for a
large share of revenue, buyers will want to understand how durable those relationships are, and
whether they are tied to the business or to the owner personally.
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Owner dependence is a frequent and often underestimated issue. If the business runs on the
owner's relationships, reputation, or daily involvement, buyers will price that risk or walk away from
it. What Buyers Look For Beyond Revenue covers this and other non-financial factors in more detail.

The quality of the financial story matters as much as the numbers themselves. Personal expenses
run through the business, informal records, or mixed accounts create documentation problems that
slow diligence. Transferability also reaches leases, contracts, licenses, and
key employee relationships.

Financing feasibility belongs here too, separate from value. Many Main Street buyers rely on outside
financing, often SBA-backed, and a business that cannot be financed at a realistic price has a
smaller pool of buyers. That is better learned before going to market than after a buyer has signed a
letter of intent.

Diligence tends to surface what preparation would have found first. The difference is timing, and
timing in a deal has a cost. Before You Go to Market: What to Fix First walks through where to start.

MSEP leads this stage through The Exit Readiness Framework, which looks at the business through
three pillars: Value Clarity, Buyer Confidence, and Diligence Readiness. The result is a Readiness
Action Plan: what to address first, based on the owner's timeline and the likely buyer audience.
Value Clarity is a readiness-focused discussion about how buyers may view the business, not a
certified valuation or appraisal.

Stage 4: Transaction Execution.
This is the stage most owners picture when they think about selling a business: the confidential
market process, from first buyer outreach through closing.

MSEP leads this stage through The Disciplined Exit Process, which runs in four phases, in order.
Position: package the business, define the right buyer, and plan what is disclosed and when.
Pursue: controlled outreach, buyer screening, and NDAs before identity or financials are shared,
with the owner approving each step of disclosure. Negotiate: offers, letters of intent, and terms.
Close: diligence, contingencies, and the closing path.

Confidentiality is most at risk here. Without staged disclosure, buyer screening, and NDA discipline,
a sale can become known to employees, customers, competitors, or lenders before the owner
controls the conversation. How Confidentiality Works When Selling a Business explains how
that system works.

Negotiation is also where deal structure starts to matter: asset sale versus entity sale, earn-out
exposure, seller financing risk, and tax treatment. Owners do not need to be experts. They need
enough familiarity to make informed decisions when those questions arise. MSEP leads commercial
negotiation and process management. The owner's attorney leads legal review, and the owner's tax
advisor and attorney lead tax structuring.
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A signed letter of intent is an important milestone, not the finish line. The diligence period that
follows is where many deals slow down, get restructured, or fall apart.

On a financed deal, the buyer's diligence is not the last check. The lender runs its own review,
including an independent valuation, a site visit, and verification of the seller's numbers against tax
transcripts. For larger SBA-financed acquisitions, that review can also include a quality of earnings
report that ties bank deposits to the income statement and tax returns. Books that reconcile cleanly
are one more reason the Stage 3 work matters.

Owners who arrive at this stage with organized financials, clear documentation, resolved
transferability issues, and a coherent financial story tend to run a more controlled process. Owners
who arrive unprepared often spend this stage fixing what Stage 3 would have addressed.

Stage 5: Post-Closing.
Closing is a milestone for the owner, not the end of the process.

Many purchase agreements include a transition period in which the seller stays involved, helping
introduce the buyer to customers, employees, and vendors. Its terms are negotiated in Stage 4,
before signing, and vary by deal, buyer, business, and financing. Owners are sometimes surprised
by how quickly their day-to-day role winds down, which is part of why planning for life after the sale
matters. Where part of the price depends on an earn-out or a seller note, the owner's financial
connection to the business can continue well past closing day.

The financial decisions that follow a closing, including how proceeds are invested, how tax
exposure is managed, and how estate and wealth plans are updated, belong to the owner's
attorney, CPA or tax advisor, wealth advisor, and financial planner, and sometimes a transition
coach. MSEP's active role ends at closing.

The personal side is real too. Owners who have spent decades building a business do not always
find that the closing brings the clarity they expected.

What owners often miss
A common pattern is an owner who begins thinking about selling, calls a broker, and starts at Stage
4 without having worked through the first three stages.

Sometimes that is not a choice. An unsolicited offer arrives, a partner wants out, or a life change
moves the timeline forward. In those situations the earlier stages still have to happen. They just get
compressed into weeks instead of months, alongside a buyer who is already asking questions.

That pattern tends to produce predictable problems. Owners without the personal clarity of Stage 1
may change terms, hesitate on reasonable offers, or walk away from deals that would have met
their needs had they known what those needs were. Businesses that skipped Stage 3 spend the
market process reacting: buyers ask for documents that do not exist, request explanations the
owner cannot easily give, and raise issues that slow or derail the deal.
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The owners who run the most controlled processes are usually the ones who understood what was
coming before it arrived. That does not require years of preparation. It requires an honest look at
where things stand before going to market.

A map, not a commitment.
Understanding the five stages does not require an owner to know exactly when they will sell, or
whether they will sell at all. It gives them a map.

Owners who understand the full process before they are inside it tend to make more informed
decisions at each stage. They know which questions to ask, what preparation actually means, and
why certain issues matter to buyers even when they seem minor from the inside.

Starting a readiness conversation early does not obligate an owner to go to market. It creates
options: the ability to move when the time is right, rather than when circumstances force the
decision. A private conversation about where things stand is a reasonable first step at any stage.

This article is provided for general educational and informational purposes only. It is not legal, tax, accounting, investment,
financing, valuation, or appraisal advice, and it does not create a broker-client relationship or advisory relationship.

Business sales involve legal, financial, operational, and personal considerations that vary by situation. You should consult
your attorney, accountant, tax advisor, financial advisor, lender, and other appropriate professional advisors before
making transaction decisions.

START  WITH  READINESS

Understand where your business stands.
A Confidential Exit Readiness Assessment is a private first conversation about where
your business sits in the process, what buyers are likely to care about, and what a
prepared path forward may look like. Preparation does not obligate you to go to market.

REQUEST A CONFIDENTIAL EXIT READINESS ASSESSMENT

mainstreetexitpartners.com/exit-readiness  ·  info@mainstreetexitpartners.com  ·  513.273.5055

Scan to request

The Exit Library is designed to help owners understand the business-sale process before they are in the middle of it.

Main Street Exit Partners, LLC provides business brokerage services. Grady Collins is a licensed real estate salesperson in the State of Ohio. Business and
real estate transactions are brokered by eXp Commercial, LLC.

© 2026 Main Street Exit Partners, LLC. All rights reserved.
Read online: https://mainstreetexitpartners.com/exit-library/five-stages-of-a-business-exit/
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