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A practical guide for owners planning a transition in the next 1-3 years
Based on experience operating and evaluating manufacturing businesses.

Selling a manufacturing business is rarely a single decision made at a single point in
time. More often, it is the culmination of years—sometimes decades—of work,
relationships, and operational know-how.

The outcome of that transition, however, is not determined when you decide to sell. It is
determined by how prepared the business is before it ever goes to market.

For owners considering a transition in the next one to three years, the central question
is not simply who the buyer will be—but whether the business itself is positioned to be
understood, trusted, and successfully transferred.

1. Financial Clarity: Can a Buyer Underwrite the
Business?

At the center of preparation is financial clarity.

Buyers and lenders are not evaluating narratives—they are evaluating cash flow that
can be verified and sustained. Clean, accrual-based financials that tie consistently
across the income statement, balance sheet, and bank activity are essential.

Equally important is the ability to clearly present normalized earnings—typically through
EBITDA or seller’s discretionary earnings (SDE). Many otherwise strong businesses fall
short here due to commingled personal expenses, inconsistent accounting practices, or
limited monthly financial discipline.

These issues are fixable—but they take time.

When financials are unclear, buyers respond predictably: lower valuations, more
complex deal structures, or stepping away entirely.




2. Customer Concentration: How Durable Is the Revenue
Base?

Customer concentration is one of the most common risks in manufacturing businesses.

When a significant portion of revenue is tied to

Qne or two cu§tomers, the bus,lness beco.mes Customer ot tration:
inherently fragile from a buyer’s perspective. How Dependent Is the Business?
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Even long-standing relationships must be
evaluated through a simple lens:

What happens if that customer leaves after
closing?

Over time, owners can mitigate this risk by: e —
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¢ Relationship tied to the owner

e building multi-threaded relationships
within key accounts

e formalizing agreements where possible

Expand into Build Strong Secure Long-Term

Reducing concentration improves both valuation New Markets | Internal Contacts Agreements
and the likelihood of a financeable transaction.

3. Operational Independence: Does the Business Run
Without You?

Many manufacturing businesses rely heavily on the owner for quoting, customer
relationships, production decisions, and supplier management.

While this reflects deep expertise, it creates transition risk.

Buyers are looking for businesses that can operate effectively without being dependent
on a single individual. That requires moving from experience-driven operations to
system-driven operations.

Clear, documented standard operating procedures—covering production workflows,
quality systems, machine setups, and commercial processes—are critical.



A business that runs on systems rather than individual knowledge is inherently more
valuable and more transferable.

4. Facility & Equipment: What Does the First Walkthrough
Signal?

A buyer’s first walkthrough of a facility often shapes their perception of the entire
business.

This is not about having the newest equipment—it is about discipline and control.

Clean workspaces, logical layouts, visible workflow management, and well-maintained
equipment signal operational rigor. Disorganization, deferred maintenance, or unclear
flow raise immediate concerns.

In many cases, relatively modest improvements in organization can materially improve
how the business is perceived.

5. Transition Planning: Who Leads After You?

Every buyer is trying to answer a simple question:
What happens on day one after the owner steps back?

In some cases, there is a clear internal successor. In others, leadership will need to be
brought in.

Regardless, clarity matters.

A defined transition plan—and a willingness by the owner to support that transition for a
defined period—reduces uncertainty and improves outcomes. Without it, buyers must
price in risk.

6. Deal Structure: It’s Not Just About Price

Transaction outcomes are shaped as much by structure as by valuation.



While price receives the most attention, key variables include:
e cash at closing vs. deferred payments
e seller notes
e earnouts tied to performance
e risk allocation between buyer and seller

Well-prepared businesses tend to command simpler structures, higher cash at close,
and greater certainty of execution.

Businesses with unresolved risks often see more complex terms emerge as buyers
attempt to bridge uncertainty.

Key Questions Before Going to Market

Before going to market, most owners benefit from pressure-testing a few core
questions:
Financial & Risk
e Can I clearly defend my earnings to a lender?
e What would a buyer view as the top three risks in the business?
Operations
e Could someone else run the business within 90 days?
e Are core processes documented and repeatable?
Customers
e \What percentage of revenue is tied to the top 1-3 customers?
e Are relationships institutionalized or personal?
Transition
e Who leads if | step away?
e \What role am | willing to play post-close?
Personal Readiness
e \What are my priorities: price, legacy, employee continuity, or timing?

e Am | prepared for diligence and transparency?



Final Thought: Start Earlier Than You Think

The most successful transitions are rarely rushed. They are prepared
deliberately—often over years.

Owners who start early:
e have more options
e attract higher-quality buyers
e achieve more predictable outcomes

Even modest improvements—cleaning up financials, reducing concentration risk,
documenting processes, and strengthening leadership—can materially change the
trajectory of a future transaction.

A well-prepared business does more than sell.

It transitions with strength, continuity, and purpose—setting the foundation for its next
chapter while honoring the work that built it.

IronBridge Industrial
Pittsburgh, Pennsylvania
ironbridgeindustrial@gmail.com
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“We don't flip shops. We strengthen them.”
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