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Author’s Note — Who This Book Is For
“The exit price is set years before the sale — by the systems you built.”
You are three to five years from selling. The business works. Revenue is steady, the margins are decent, the team knows what to do. By most measures you have built something real.
You are also the reason it works.
Every important decision still runs through you. The largest relationships are yours personally. The things that matter most live in your head, not on paper. You know this. What you may not know is that it is the single most expensive fact about your business — and that it is fixable on the timeline you already have.
This is not a motivational book, and it is not a collection of war stories. It is a diagnosis. It lays out what a buyer measures when they value a business like yours, in the order they measure it, what each finding costs, and the published data behind each one. It does not tell you how to close the gaps here — that is a longer conversation and a different book. The purpose of this one is narrower and more useful: to let you see your business the way the person writing the check will see it, while you still have time to change what they find.
A word on how to read it. Each of the eight core chapters follows the same shape: what the buyer is actually testing, how they measure it, what it costs when the answer is wrong, and one question you can put to your own business today. The numbers are ranges, because the sources are ranges. Where advisors and databases disagree, this book uses the conservative figure. A note on sources is at the back.
Read it as a diagnostic, not a pep talk. If you finish it and can honestly answer the eight questions, you will know more about your own exit value than most owners learn until a buyer tells them.


Introduction — The Seller Problem
“Most owners plan the exit. Few build for it.”
The exit market does not have a buyer problem. It has a seller problem.
Capital is not the constraint. Global private-equity dry powder — committed money waiting to be deployed — stands at roughly $3.7 trillion, near a record and about double its 2019 level. In US home services alone, more than thirty-five private-equity-backed acquisition platforms are actively buying. Strategic acquirers are sitting on strong balance sheets. The buyers exist and the money exists.
What changed is selectivity. Through the first five months of 2026, US mergers-and-acquisitions value reached about $1.2 trillion — nearly double the same period a year earlier — while the number of deals fell. That combination tells you everything: more money moving through fewer transactions. Capital is concentrating in larger, cleaner, higher-quality targets. The businesses clearing that bar are owner-independent. The ones that are not are being passed over or repriced.
There is a name for what is happening: a flight to quality. When capital is abundant but caution is high, buyers do not stop buying — they get pickier. They pay up for businesses that are easy to underwrite and pass on the ones that are not. For an owner, that means the reward for being genuinely transferable has never been higher, and the penalty for being owner-dependent has never been steeper.
The transfer gap
The Exit Planning Institute estimates that only 20% to 30% of businesses taken to market actually sell. The majority of privately held companies have no formal succession plan — owner surveys put the share without one between 60% and 75%. Put those two facts together and a picture emerges: most owners spend decades building what they assume is a sellable asset, never test the assumption, and learn otherwise only when it is too late to change it.
The businesses that do not transfer are not failing businesses. Many are profitable, well-run, and respected in their markets. They do not sell because they cannot pass the filters a buyer applies at the very front of the process — durable revenue, clean financials, documented operations, and a management team that survives the owner’s exit. Those are not performance tests. They are structure tests.
The scale of what is coming makes this urgent. In February 2026, the McKinsey Institute for Economic Mobility projected that six million American small and midsize businesses will come up for ownership transfer by 2035 — roughly $5 trillion in enterprise value — as the baby-boomer generation retires. Its finding on how those exits actually happen is the one worth sitting with: 92% of small-business market exits occur through closure, only 5% through a sale, and 3% through transfer to a new owner. The wave of sellers is real. The readiness to sell is not.
Why structure sets the number
There is a second force working against the owner-dependent business, and it compounds the first: the size premium. Small businesses valued on the owner’s presence typically transact at two to four times earnings. Middle-market companies that run on structure typically transact at six to ten. A larger, more independent earnings base earns a higher multiple within the very same industry, because it draws more buyers — search funds and small firms at the low end, the full spectrum of private equity, family offices, and strategic acquirers at the higher end. More qualified buyers means more competition, and more competition means a higher multiple.
So the owner-dependent business is penalized twice. Once through the key-person discount applied to its multiple, and again by being too small and too risky to reach the band of buyers who pay premiums. Structure is what moves a business from the first category to the second.
This book is about that movement. The chapters that follow walk through what a buyer actually measures — eight structural findings, each one quantifiable, each one priced, each one documented. None is a performance problem. All are structural. And a structural discount stays fixed until the structure changes.


“Buyers don’t buy revenue. They buy a business that runs without you.”
◆


Part I — The Equation
◆
“The exit price isn’t set at the negotiating table. It’s set in how you built the business.”


1  ·  The Discount
“Buyers discount for dependency. Most owners never find out how much.”
Roughly four out of five businesses taken to market never close a sale. Among those that do, many sell for less than the owner expected. The dominant reason is not margin, growth, or timing. It is that the business runs through one person.
What the buyer is actually pricing
A buyer is not paying for what the business earned last year. They are paying for what it will earn after the current owner is gone. Those are different numbers whenever the owner is central to the operation. When decisions escalate to the owner, when the key relationships are personal, when the team will not act without checking what the owner would want, the buyer does not react emotionally. They quantify it. They estimate what the business produces without the owner in it — and everything that will not survive the transition comes out of the price.
That reduction has a name: the key-person, or key-man, discount. It is not a soft, sentimental adjustment. Valuation professionals apply it two ways — as a direct reduction to enterprise value, or as an increase to the discount rate in a cash-flow model, which lowers the present value of every future dollar the business is expected to earn. Either way, the owner’s centrality shows up as a smaller number at closing.
What it costs
Bennett Financials places the key-person discount at 20% to 50% of enterprise value for owner-dependent businesses, which commonly transact for 30% to 50% less than owner-independent peers. On a ten-million-dollar business, that is
The discount, in dollars
The fix is structural
If you stepped away from your business for sixty days with no access, what would break first? Hold the answer. The rest of this book is that question, taken apart finding by finding.
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