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Introduction

Building any business is HARD. The concept is 
well-covered and well-known but the reality of 
what it actually means to start, scale and exit 
any kind of business cannot be comprehended 
by anyone until they are actually there. 
Indescribable highs and soul crushing lows 
become second nature to any experienced 
founder or CEO as they navigate the road to 
what they hope one day will be a life changing 
‘liquidity moment’.

Many start that journey without a plan 
around where the journey ‘ends’ but, 
over time, realise that the reward for that 
commitment, hard work and sacrifice only 
really comes in some form of exit.

Saying goodbye is hard, yes, but equally 
every truly valuable business is ‘sold’ in one 
form or another eventually. It’s the only way 
to provide opportunity, create a legacy and 
see real, tangible reward.

The question is ‘how’. With so many different 
ways of exiting and the concept being so 
alien to most it can be confusing, daunting 
and scary (I know I’ve been there!) to 
consider it. 

And it’s this reality that spawned the idea 
of the guide you’re reading right now; just 
how do we demystify the M&A world and 
arm more people with the knowledge 
and optionality understanding this critical 
business process offers.

And so I hope you find the information here 
useful. And if I can ever be helpful please 
don’t hesitate to reach out.

Here’s to building something truly valuable…
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Part 1: 
Preparation  
Before you can think about selling your 
agency, you need to build a business that 
buyers actually want to own. This section 
guides you through the foundational work: 
understanding what really drives value, 
shifting from founder-led to investor-ready, 
and diagnosing the strengths and weaknesses 
in your current model. By the end, you’ll know 
exactly what buyers look for, and where your 
agency stands against those benchmarks. 
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•	 Name the three levers every buyer uses to 
pull that discount up or down.

•	 Run six quick tests that predict whether 
your own multiple will land in the middle 
or at the top of the market

1.1 �What Enterprise Value  
Actually Measures

If you’ve ever sat on the sell side of an agency 
exit conversation, you’ve probably noticed 
how quickly the conversation stops being 
about revenue. Revenue is what founders 
cling to — a comforting figure that implies 
scale, traction and potential. But enterprise 
value? That’s a different game entirely.

Enterprise value (EV) is the present value 
of all future free cash flows, adjusted for 
perceived risk. In other words:

EV = Future Free Cash Flow ×  
(1 – Perceived Risk)

This deceptively simple formula hides the 
real truth of how your agency is valued by 
buyers — and why your best-ever revenue 
year might still leave them cold.

Agencies talk about revenue the way football 
fans talk about goals: the bigger the number 
on Sunday night, the more satisfied everyone 
feels on Monday morning. When you’re 
the founder, those fee totals mean payroll 
met, VAT covered, and perhaps, on a strong 
quarter, a dividend cheque that justifies the 
evenings you spent fixing a copy at half  
past nine.

A buyer looks at the same invoices and feels 
curious. Not excitement, not admiration - just 
the professional curiosity of someone whose 
job is to convert fee lines into a probability - 
weighted cash-flow forecast. 

Their first question is never “How big did 
you get?” but “How certain am I that this 
money will keep appearing once your name 
is off the letterhead?” That single shift in 
perspective explains why agencies that feel 
spectacular on the inside sometimes fetch 
disappointing cheques on the outside.

This chapter strips away the jargon around 
enterprise value (EV) and replaces it with 
plain-English mechanics, rooted in UK 
practice—Companies House filings, HMRC 
quirks, IR35 headaches.  By the time you turn 
to Chapter 2, you’ll know how to:

•	 Spot the structural reasons services 
firms are discounted against product 
companies. 

Chapter 1 – Understanding 
Agency Value Beyond Revenue
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i. Free Cash Flow: The Real Surplus

Free cash flow is the money truly available 
to the shareholders — what’s left after 
everything else is paid. That means:

•	 Your team’s salaries

•	 Office costs and software subscriptions

•	 Corporation tax

•	 The working capital you need to fuel 
growth, delivery, and billing cycles

It’s the residual cash after the business has 
fed itself. Many founders mistake EBITDA 
or headline profit as a proxy for value — but 
unless it translates into real, repeatable, and 
distributable cash flow, it won’t carry weight 
in a buyer’s model.

In most deals, free cash flow becomes the 
buyer’s lens on the business: “If I own this 
tomorrow, what can I pull out over time — 
and how safely?” You’ll hear phrases like 
“normalised margins” and “cash conversion 
profile” for a reason — buyers want 
predictability, not stories.

ii. Perceived Risk: The Discount Driver

Even strong cash flow doesn’t translate 
directly to value. Why? Because buyers apply 
a discount based on risk — and here’s where 
agency founders often get blindsided.

Buyers will quietly catalogue anything that 
could threaten future returns:

•	 Client concentration risk

•	 Key person dependency

•	 Team fragility

•	 Fixed cost inflexibility

Buyers don’t just discount based on what’s 
happened. They discount based on what 
might happen.

And because both free cash flow and risk  
are future-facing, last year’s revenue is 
rarely decisive. A headline year built on  
hero hours, pitch-driven projects, and 
unscalable effort will raise more red flags 
than investor eyebrows.

What This Means for You

If you want to increase your agency’s value, 
stop chasing short-term revenue spikes and 
start designing for:

•	 Stable, growing free cash flow

•	 Reduced perceived risk in every corner of 
the business

That means:

•	 Building long-term client relationships 
(and spreading the revenue base)

•	 Systematising delivery beyond key people

•	 Improving margin without overworking 
your team

•	 Showing that the agency runs just fine 
when you take a holiday

Enterprise value doesn’t reward hard work. 
It rewards dependable outcomes. The 
sooner you align your agency operations 
around this truth, the stronger your position 
will be when you sit across from a buyer.
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1.2 �Why Buyers Discount 
Revenue - and What 
They’re Really Buying

One of the hardest truths for agency 
founders to hear, especially those who’ve 
built something successful from scratch,  
is this:

Buyers don’t pay for your revenue. They pay 
for your future certainty.

Buyers don’t care what you billed last year 
unless they’re confident it’s going to happen 
again, and again, without you.

Revenue ≠ Value

Buyers apply heavy scrutiny:

•	 How was that revenue earned?

•	 Is it recurring or repeatable?

•	 Was it margin-rich?

•	 Was the founder involved?

So What Are They Really Buying?

Buyers are purchasing a cash-producing 
machine. They want:

1.    Predictable cash flows

2.   Systems and people that run without you

3.   Operational leverage

4.   Cultural resilience

Behind Every Discount: A Question Mark

Every question mark in your business results 
in a value reduction:

•	 A spiky P&L = risk

•	 Key-man delivery = risk

•	 No clear sales process = risk

The cleaner and more self-sustaining your 
business looks, the higher the multiple.

Real Example: Two £3M Agencies, Two 
Very Different Offers

•	 Agency A: Founder-led, 3 big clients = 3.5x 
EBITDA, mostly earn-out

•	 Agency B: Retainers, leadership team = 7x 
EBITDA, more cash upfront

What Founders Should Focus On

To avoid the reality of Agency A,  you must 
focus on removing any reliance on the 
founder or CEO, build a strong senior team 
with delegated authority and responsibility, 
and prove that sales are not just a byproduct 
of who the founder knows!

•	 Diversify and contract your revenue

•	 Delegate sales and delivery

•	 Build team and client stickiness

•	 Create a business that runs without you

1.3 �The Three Valuation 
Levers You Can Control

Every buyer model boils down to three core 
levers: Growth, Earnings Quality, and Risk.

i. Growth

Looking at growth first, we must  focus on 
what ADDS value, and what makes a buyer 
more nervous. A couple of examples of each 
can be seen below:

Boosts Value:

•	 CAGR  
(compound annual growth rate) > 20%

•	 Pipeline ≥ 4x next-quarter target

Drags Value:

•	 Revenue spikes from whales

•	 No predictable pipeline
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How do you fix these things? In the  
examples above they boil down to having a 
mature and diverse approach to sales.  
This means investing in CRM and ensuring 
you build a great ‘allbound’ sales and 
marketing approach. 

ii. Earnings Quality

Another key area is how the buyer perceives 
the ‘quality’ of your earnings. For example, 
how predictable they are (retainers are 
always good!), how much of your revenue 
comes from individual clients, and  how well 
you translate that into profitability.

Boosts Value:

•	 ≥ 60% recurring revenue

•	 ≥ 50% gross margin

Drags Value:

•	 Projects dominate

•	 Freelancer-heavy delivery

Here then the key action is to work as hard 
as possible to tie project work into retainer 
contracts and then work on building an in-
house team and capability proven to be able 
to deliver highly valued and profitable work.

iii. Risk

Almost all buyers think first of risk mitigation. 
They usually back themselves to be able to 
grow the business (otherwise why would 
they be interested?) and so the focus of most 
of their due diligence will be on finding the 
‘risk’. To ensure they find as little as possible 
focus thinking about these key things:

Boosts Value:

•	 Top client < 20%

•	 Succession plan in place

•	 Cyber/IP controls

Drags Value:

•	 Founder-led sales

•	 No documented systems

Action: Build a bench of great people, 
document processes, formalise governance 
with the help of a NED.

Slide Growth and Earnings Quality to  
the right, pull Risk to the left and the 
multiple climbs.



11

1.4 �From Heroic Founder  
to Portfolio CEO

Buyers don’t want to buy you. They want 
to buy a business that doesn’t need you. 
This means working the founder OUT of all 
processes. Let’s look at the areas they tend to 
get stuck and how you can build process to 
end the challenge:

24-Month Succession Timeline

The best way to think about the process then 
is to build it out as a timelined action plan 
(you can do this with your NED). Top level it 
should look something like this:

•	 T−24m: Hire a COO - the first of your three 
‘generals’ (the others can and should be in 
sales, finance and possible client services)

•	 T−18m: Launch EMI scheme (if it doesn’t 
already exist) or optimise your existing cap 
table to tie key people in.

The Shift

From To Evidence

Heroic seller Portfolio CEO Deputies run 70% of pitches

Gut-feel calls KPI dashboard Weekly metrics by 09:00

Solo leadership C-suite + NED Board minutes filed

Firefighting Playbooks SOPs, QA checklists in Confluence

100% upside EMI scheme 10% option pool, 3-year vesting

•	 T−12m: <30% of pitches involve the founder 
- work on removing the founder from the 
sales process and be able to prove it works 
without them. 

Do this and you typically add 0.5x EBITDA  
to your multiple and move 5–10% from earn-
out into cash.
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1.5 �When Revenue Becomes a Liability
Not all revenue is equal. Some of it is a liability. You can find that a buyer may apply a 
different multiple to different pots of revenue (yes, this can happen). To avoid seeing a 
large portion of your cash being seen as ‘low multiple earnings’ think about how you can 
incentivise clients to buy into contractual agreements where they perhaps ‘draw down’ on 
annual budgets, or agree to a monthly retainer.

 
Buyer Matrix

How to Improve

•	 Productise deliverables and sell in the value of consistent delivery over time.

•	 Bundle services into credits

•	 Re-term billing: 40/30/30 structure or into longer retainers.

Every 10-point lift in recurring ratio can add 0.3–0.5x EBITDA.

1.6 Six Quick Health Tests
If you want to quickly test how ‘exit ready’ you are then it can be a useful exercise to test your 
current exit ‘health’. These are buyer filters. Fail three or more? You’re not exit ready and you 

Fast Cash (≤ 30d) Slow Cash (≥ 45d)

High Predictability Monthly retainers Gov framework w/ 60d terms

Low Predictability Crisis PR Year-end “use it or lose it” project

Test Target Why it matters

Recurring revenue ≥60% Predictable cash lifts multiple

Top 3 client share <40% Reduces client risk

Debtor days ≤45 Preserves working capital

Gross margin ≥50% Proves pricing discipline

Senior utilisation 70–80% Healthy, scalable ops

Founder sales share <30% Shows succession depth
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need a plan to improve enterprise value…

Plan a 12-month operational tidy-up if you’re 
not hitting most of these and work with an 
experienced NED who can prove they have 
been through the process multiple times 
themselves. Nothing beats lived experience 
in this scenario.

1.7 �Three Types of Exit — 
and Which One Fits You

A key consideration and first step on the road to 
eventual exit is to understand there is no ‘one-
shape-fits-all’ approach to it. There are a myriad 
of options when it comes to deal types and it’s 
important to be aware of all of them before 
opting for the one that suits your needs best. 

You might, for instance, want to take a bit of 
‘risk’ off the table and find some help to build 
for the next stage, or you may want out quickly 
and completely. Below are a few of the ways to 
achieve both, or either:

i. Strategic Sale

To whom: Larger agency/group | Pros: Higher 
valuations, post-deal growth | Cons: Earn-outs, 
culture risk | Best for: Niche or capability-led 
agencies

ii. Private Equity Buyout

To whom: PE fund (often majority) | Pros: 
Liquidity now + second bite later | Cons: 
Performance pressure, control trade-off |  
Best for: Scalable agencies with  
leadership bench

iii. Trade Sale / Acquihire

To whom: Adjacent firms, often for talent/IP | 
Pros: Fast, clean, simple | Cons: Lower multiple, 
minimal legacy | Best for: Founders ready to 
step away

Choosing your path comes down to alignment. 
What do you want more: speed, scale, value, or 
freedom? Because a good exit isn’t just about 

price. It’s about getting the outcome that works 
for you. 

1.8 �The Valuation  
Cockpit — Eight Metrics 
That Matter

When buyers evaluate your agency, they 
don’t start with gut feel. They start with 
metrics. And nearly every diligence checklist 
I’ve ever seen revolves around a common set 
of KPIs I call the Valuation Cockpit.

Get these right, and you not only build a 
more robust business — you earn trust, 
compress diligence, and often improve 
deal terms. Better still, if you publish these 
in your data room before anyone asks, you 
immediately shift the tone of the process 
from defensive to confident.

Here are the eight metrics that sit at the 
heart of buyer models:

i. Recurring-Revenue Ratio

What it is: The % of total revenue that is 
contracted, committed, or subscription-style.

Why it matters: Predictable, recurring 
income commands higher multiples. It de-
risks the investment.

What to do: Shift one-off work to retainers. 
Package services into ongoing programs. 
Automate renewals.

ii. Client-Concentration Index

What it is: The share of revenue controlled 
by your top 1, 3, and 5 clients.

Why it matters: Buyer risk spikes when a 
few clients control a large share of revenue. It 
raises churn fears.

What to do: Upsell mid-tier clients. Land new 
logos. Cap revenue exposure per client.

iii. Gross Margin by Service Line

What it is: The delivery margin for each 
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major service area, before overheads.

Why it matters: Gross margin reflects  
pricing power, delivery efficiency, and  
scale potential.

What to do: Improve scoping. Trim low-
margin offerings. Invest in training to lift 
output per hour.

iv. Net Working-Capital Days

What it is: How long it takes to turn  
revenue into cash (accounts receivable 
minus payables).

Why it matters: Long cash cycles create 
working capital strain. Buyers hate 
businesses they have to fund.

What to do: Enforce payment terms. Stage 
payments. Incentivise early payment.

v. Senior & Blended Utilisation

What it is: Billable hours as a % of total hours, 
for senior staff and across the team.

Why it matters: Shows efficiency, capacity, 
and risk of burnout. Under or over-utilisation 
reduces value.

What to do: Balance workload. Document 
SOPs. Build middle layer delivery capacity.

vi. Pipeline Coverage

What it is: Total pipeline value compared to 
next-quarter revenue target (ideally 3x–4x).

Why it matters: Shows sales engine 
reliability and demand generation 
effectiveness.

What to do: Build campaign-led BD.  
Use CRM with forecast accuracy.  
Qualify ruthlessly.

vii. CAC to LTV Ratio

What it is: Customer Acquisition Cost vs. 

Lifetime Value.

Why it matters: Demonstrates capital 
efficiency. The lower the CAC and higher  
the LTV, the better the return.

What to do: Track costs by channel.  
Extend client lifetimes. Improve onboarding 
to reduce churn.

viii. Rule of 40 (for Services)

What it is: Revenue growth % + EBITDA 
margin. Aim for 40%+ combined.

Why it matters: A shorthand for balance 
between growth and profitability.

What to do: Optimise delivery. Focus on 
sustainable growth, not vanity metrics.

This list helps you work on the levers that 
really matter as you move from small to 
medium-sized business.

1.9 Founder Fallacies
Some beliefs are persistent among agency 
founders heading into an exit process. 
They’re also wrong — and expensive.

Let’s break down three of the most common:

“We’ll fix our concentration after LOI.”

No you won’t — and it won’t matter. Buyers 
price today’s risk. Saying you’ll fix it later 
won’t change the model. All it does is shift 
more of your price into earn-out.

“Brand prestige offsets volatility.”

Buyers don’t pay for buzz. They pay for  
cash flow. Prestige means nothing if it’s 
masking poor margins, erratic projects, or 
inconsistent delivery.

“Revenue equals leverage.”
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Only predictable, margin-efficient, non-
founder-dependent revenue creates 
leverage. Everything else is just noise.

The quicker you abandon these myths, 
the more pragmatically you can prepare 
for exit. The point is to be proactive and 
objective. Everyone thinks their business is 
special because it FEELS special. A buyer will 
only look at the cold hard facts and so be 
prepared to look at what you are building 
through that lens.

1.10 Closing Thought
Enterprise value is compound interest in 
operational discipline.

Most founders focus on the top line. But 
valuation is driven by the structure of your 
business, not the size. It rewards:

•	 Clean, predictable revenue

•	 Margin discipline

•	 Operational maturity

•	 Risk reduction

Start tuning your growth, quality, and risk 
levers now. Each improvement you make 
this quarter nudges your multiple higher 
long before you hire a broker. Wait until the 
year you plan to sell, and every fix becomes 
an earn-out clause.
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Chapter 2 – Transitioning from 
Founder-Led to Buyer-Ready
Most independent agencies are built on 
the backs of heroic founders. These are the 
individuals who land the whale, calm the 
client at 11 p.m., sign off the creative, approve 
payroll and still manage to comment on 
every LinkedIn mention.

But here’s the truth: what makes an agency 
great in its early years often makes it 
unsellable later. Buyers don’t pay 8x EBITDA 
for superheroes. They pay for self-governing, 
process-driven, repeatable businesses that 
can keep printing cash long after the cape is 
hung up.

This chapter is your playbook for 
transforming a founder-powered shop into 
an investor-grade platform over 24 months. 
Each move is tied directly to a valuation 
lever: growth, earnings quality, or risk. And 
every step is grounded in UK specifics — 
from Companies House filings to ISO audits 
and EMI rules.

2.1 �Why Founder 
Dependence Hurts 
Multiples

Buyers fear this scenario: they pay top dollar, 
then watch clients and talent walk out with 
the founder. That fear gets priced in:

•	 Price Protection: Lower headline multiple, 
heavier earn-out.

•	 Governance Evidence: Higher multiple, 
more cash upfront.

Choose the second path. Every step in this 
chapter is a breadcrumb that leads buyers 
away from founder dependency and toward 
confidence.

2.2 �The 24-Month  
Transition Timeline

Preparing a business for a successful exit 
isn’t something that can be left to the final 
hour. It requires foresight, structure and 
a deliberate sequence of operational and 
strategic shifts that collectively reduce risk 
and enhance enterprise value. The most 
successful exits are rarely reactive—they’re 
engineered. And the businesses that 
command the best multiples aren’t just 
high-growth; they’re low-risk, founder-light, 
operationally mature, and clean under the 
hood.

This 24-month timeline represents a 
blueprint that helps founders reverse-
engineer their exit. Each milestone is 
designed to move a lever, either decreasing 
perceived buyer risk or increasing earnings 
quality, both of which materially influence 
valuation. Whether you’re planning to sell 
to private equity, a strategic acquirer, or 
even internally through MBO, this roadmap 
creates a disciplined path to readiness.

Here’s how the transformation unfolds:

T-24: Hire COO / Head of Delivery; delegate 
resource planning

	݊ Reduces Risk

At the very outset, the founder must begin 
decoupling themselves from day-to-day 
operations. Hiring a strong COO or Head 
of Delivery signals operational maturity 
and creates a buffer between the founder 
and delivery execution. It also starts to shift 
‘key person risk’ away from the founder, 
which is a major concern for buyers. More 
importantly, it’s a tangible first step in 
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creating a leadership team that can scale 
and operate independently, something every 
acquirer wants to see.

T-20: Implement KPI dashboard (utilisation, 
pipeline, debtors, NPS)

	݊ Improves Earnings Quality

Without data, there is no insight. By month 
20, you should have a robust dashboard 
in place that tracks the KPIs that drive 
performance and predictability: delivery 
efficiency (utilisation), sales pipeline 
coverage, financial discipline (aged debtors) 
and customer sentiment (NPS). This 
elevates decision-making and gives buyers 
confidence in your ability to forecast and 
manage outcomes. It also provides crucial 
evidence during diligence to support your 
claims.

T-18: Launch EMI or phantom equity 
scheme (10% pool, 3-year vest)

	݊ Reduces Risk

By incentivising senior staff with long-term 
value through equity or shadow equity, 
you’re locking in key people and proving 
there’s a succession plan. EMI (Enterprise 
Management Incentive) schemes are 
particularly tax-efficient in the UK and signal 
to buyers that staff have skin in the game. A 
three-year vesting schedule means they’ll be 
around post-exit—a huge plus in any deal. 
Phantom schemes can achieve a similar 
outcome without diluting cap table control.

T-15: Publish Deputy Doctrine — named 
owner for every £250k+ client

	݊ Reduces Risk

This small but powerful play ensures that 
no major client relationship relies solely 
on the founder or a single account lead. 
Documenting the “Deputy Doctrine” means 
there is always a secondary named owner for 
each high-value client. It provides resilience, 
improves continuity and is a visible signal 
that the business is systemised and client 

risk is well-managed. In diligence, this can 
make a major difference when acquirers 
assess customer concentration risk.

T-12: Founder in <30% of new business 
meetings

	݊ Reduces Risk

One of the strongest indicators of founder 
reliance is their presence in sales. A year out, 
the goal is to shift the founder to a strategic 
enabler role— no longer the face of every 
deal. This demonstrates to buyers that 
the sales engine works without them and 
reduces transition dependency post-sale. It 
also allows the founder to focus on vision, 
positioning and strategic buyer alignment as 
the exit process approaches.

T-9: First independent board meeting with 
external NED

	݊ Improves Earnings Quality

Introducing an external Non-Executive 
Director creates accountability and brings 
outside perspective. It shows the business 
is operating with governance discipline and 
has moved beyond founder-only decision-
making. This is particularly important for 
private equity buyers, who want to see 
governance structures in place. Your first 
true board meeting sets a precedent for how 
the business is run—and how it will scale 
post-acquisition.

T-6: Complete ISO 27001 Stage 1; SOC 2 
readiness letter

	݊ Improves Earnings Quality

Buyers want clean, secure and compliant 
businesses. Even if you don’t go all the way to 
full certification, completing ISO 27001 Stage 
1 or obtaining a SOC 2 readiness letter can 
show that your data and risk management 
processes meet industry standards. This is 
crucial in tech or digital service businesses. 
It also shows maturity in operations and can 
often remove a barrier to closing.
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T-3: Mock Quality of Earnings review; data 
room dry run

	݊ Reduces Risk

A dry run of the data room and a mock 
Quality of Earnings (QoE) review is one of the 
smartest things you can do before launching 
a sale. This process uncovers issues that 
will almost certainly arise in diligence—on 
your timeline, not the buyer’s. You’ll clean 
up inconsistencies, prepare responses, and 
avoid last-minute surprises. It also means 
that once you hit the market, you’re fast, 
credible, and controlled—three things  
buyers love.

T-0: Launch sale process

By the time you get to month zero, your 
business should be fundamentally different 
from what it was two years earlier. You’re 
de-risked. You’re systemised. You’ve got 
a leadership team, data-driven reporting, 
locked-in clients, and a structure that can 
scale without you. Now you’re ready to 
launch a sale process—not with hope,  
but with leverage.

Conclusion:

Exits aren’t created at the point of sale, 
they’re cultivated in the years before it. This 
24-month timeline isn’t just a checklist. It’s a 
transformation plan that converts a founder-
led agency into a buyer-ready asset. Stick to 
it with discipline, and you’ll shift the power 
dynamic in your favour when it’s time to sell. 
The work starts now, not when the  
LOIs arrive.

2.3 �Step 1: Formal 
Governance without 
Bureaucracy

One of the biggest myths in scaling 
a founder-led business is that formal 
governance slows everything down.  

But in reality, the absence of governance 
is one of the first red flags for institutional 
buyers. Private equity firms, trade acquirers, 
and even internal MBO teams all look for 
signs that a business is run with financial 
discipline, operational control, and strategic 
oversight. Good governance doesn’t have to 
mean red tape. In fact, when implemented 
well, it creates clarity, improves decision-
making, and builds confidence—both inside 
and outside the business.

This step is all about setting the 
foundations of governance without losing 
the entrepreneurial rhythm that made 
the business successful in the first place. 
You’re aiming to signal that this business 
is investable, credible, and well-run—but 
still agile. That balance is possible, and it 
starts with three simple but high-impact 
moves: implementing a monthly board 
pack, appointing a strategic Non-Executive 
Director, and establishing a decision-rights 
matrix.

Let’s break those down.

i. Monthly Board Pack

Deliverables: P&L vs budget, balance  
sheet, 13-week cash flow, KPI dashboard,  
risk register

Format: One PDF + Excel annex; issued 5 
working days post month-end

The monthly board pack is your company’s 
heartbeat. It’s the document that turns raw 
numbers into strategic insight and ensures 
consistent visibility across leadership. At a 
minimum, it should include your profit and 
loss versus budget, a current balance sheet,  
a rolling 13-week cash flow forecast, your  
key operational and commercial KPIs 
(utilisation, margin, pipeline, etc.), and a  
top-level risk register. These five elements 
give a rounded view of performance, health, 
and forward risk. 
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Crucially, this pack must be both comprehensive and digestible. Timing matters too, issue 
it within five working days of the month-end to show operational control. This level of 
discipline doesn’t just help internal alignment, it builds buyer trust long before diligence 
begins. It tells acquirers, “we know our numbers, we act on them, and we run to plan.”

ii. Bring in a Non-Executive Director (NED)

Profile: Someone who has exited an agency or supported a PE deal

Fee: £1k–£2k per meeting

Value: Credibility, accountability, buyer confidence

Appointing a Non-Executive Director might feel like a formality, but it’s actually a game-
changer. The right NED brings experience, external perspective, and governance credibility—
particularly if they’ve successfully exited a business or worked on deals with private equity. 
They’re not there to micromanage; they’re there to challenge, coach, and help you think  
like an acquirer.

Their presence also changes the tone of internal meetings. Decisions become more 
structured, metrics more scrutinised, and strategy more grounded. For potential buyers, it’s 
another trust signal: someone impartial and experienced is already holding the leadership 
team to account. And for the founder, it’s a rare chance to step back from the weeds and 
think more strategically about scale, succession, and value.

iii. Decision-Rights Matrix

This simple table does more than delegate, it defines trust boundaries. The decision-rights 
matrix provides clarity on who can approve what, at what thresholds, and when to escalate. 
It avoids bottlenecks, prevents micromanagement, and empowers leaders to act fast within 
agreed parameters.

Why does this matter to a buyer? Because businesses without clear authority structures tend 
to slow down, especially under stress. This model ensures agility at low-stakes levels, with 
increased scrutiny as the risk or scale of commitment increases. For founders, it’s also a form 
of self-discipline: you’re not in every transaction or decision—but you’ve built the structure to 
ensure quality control without killing momentum.

Conclusion:

Formal governance doesn’t have to feel corporate. When done right, it creates confidence—
internally among your team, and externally with potential acquirers. This first step lays 

Spend/Commitment Owner Escalation

< £5k Department leads None

£5k–£25k COO Notify CFO

> £25k or > 3 months Board Formal vote
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the groundwork for a business that can 
be audited, benchmarked, and trusted—
without sacrificing the speed and creativity 
that got you here. The goal isn’t bureaucracy. 
It’s operational maturity. 

2.4 �Step 2: The  
Deputy Doctrine

If there’s one thing that consistently 
undermines valuation, it’s founder 
dependence. Buyers don’t want to inherit 
a business where the founder is still the 
glue that holds sales, delivery, and client 
relationships together. It’s a massive 
execution risk—and one that can either 
reduce the price, trigger painful earn-outs,  
or kill a deal entirely. That’s why the most 
visible signal of exit readiness is this: the 
founder is no longer essential to winning  
or retaining business.

The Deputy Doctrine is a practical, 
operational strategy to prove just that. It’s 
not about removing the founder from the 
business entirely—it’s about building a 
second line of leadership that can credibly 
represent the agency in front of clients, 
prospects, and partners. This isn’t theory; 
it’s tracked, implemented, and visibly 
demonstrated in CRM data and client 
behavior.

2.5 �Step 3: Institutionalise 
Knowledge & Delivery

A business can’t be bought if it only lives in 
people’s heads. And yet, that’s exactly where 
much of the value in founder-led agencies 
tends to reside—in the founder’s head, in 
senior staff’s inboxes, or buried in chaotic 
file drives. Buyers want to know: “How do 
you deliver quality at scale? How do I know 
this business won’t unravel when a few key 

people walk out the door?”

The answer lies in institutionalising your 
knowledge and operational practices. That 
doesn’t mean writing a dusty 200-page SOP 
manual that no one reads. It means building 
living, accessible, and auditable systems 
that your team actually uses - and that a 
buyer can see, navigate, and trust. Tools  
like Notion or Confluence aren’t just internal 
wikis, they become proof of operational 
maturity.

Combined with process-level KPIs, this step 
sends a clear message to acquirers: “We’ve 
codified how this business runs. We don’t 
rely on heroics. We run systems.” Let’s break 
it down:

i. Confluence or Notion Wiki

Core Sections: SOW templates, pricing 
calculators, QA checklists, brand standards, 
onboarding playbooks

Ownership: Practice leads manage their 
sections

Governance: COO audits monthly

This wiki isn’t just a knowledge library, it’s 
your operational backbone. Every core 
function of delivery and client service should 
be documented here in simple, usable 
formats. Your SOW templates aren’t static 
Word docs—they’re dynamic, tagged, 
version-controlled templates that reflect how 
you actually scope work. Pricing calculators 
are tied to real margin bands. QA checklists 
aren’t optional—they’re embedded into 
delivery workflows.

Ownership is critical. Each functional 
area (strategy, design, dev, client services, 
etc.) must have a named practice lead 
responsible for maintaining their section. 
Monthly audits by the COO ensure relevance 
and accountability. When a new team 
member joins, they should be able to ramp 
up independently using just this resource. 
And when a buyer asks, “How do you ensure 



21

delivery consistency?”, you don’t waffle—you screen-share the wiki.

ii. Process KPIs

You can’t manage what you don’t measure. Here’s how to make your  
operational quality quantifiable:

KPI Target Tool

SOW template reuse ≥ 90% DocuSign tags

QA compliance 100% Jira automations

Onboarding complete <10d ≥ 95% ClickUp

Each of these KPIs maps directly to a 
systemised process. You’re not just saying 
you use standard SOW templates—
you’re tracking it via tagged templates in 
DocuSign. You’re not just saying you do 
quality assurance—you’re enforcing QA 
checklists via Jira automations. You’re not 
just onboarding well—you’re proving it by 
tracking onboarding task completion in 
ClickUp with time-based compliance targets.

These are the kinds of stats that resonate 
with buyers. They answer the unspoken 
diligence question: “If the founder 
disappeared tomorrow, would this business 
still deliver to a standard?” With process KPIs, 
the answer is yes, and you can prove it.

2.6 Step 4: Share the Upside
If you want to build a business that buyers 
want to own, you need a team that behaves 
like owners. The more your senior leaders 
are aligned with the long-term value of the 
business, the more they act with discipline, 
accountability, and commercial focus. That 
alignment becomes especially important in 
the lead-up to an exit—when retention risk is 
highest and continuity matters most.

Equity incentive schemes, whether real or 
synthetic, play a critical role in reducing 
buyer risk and giving founders leverage. 
They create stickiness in the team, provide 
financial motivation beyond salary, and 
reduce the need for aggressive earn-outs. 
They also send a strong signal to acquirers: 
“We’ve built a team that’s invested in  
this outcome.”

There are two primary ways to do this in 
UK-based agencies: EMI Share Options and 
Phantom Equity. Here’s how they work:

i. EMI Share Option Scheme

Eligibility: UK-based employees;  
company assets < £30m, fewer than 250  
full-time employees

Structure: 10% equity pool; 3-year vesting; 
accelerated vesting on sale

Tax Treatment: Taxed as a capital gain with 
entrepreneurial relief

The Enterprise Management Incentive (EMI) 
scheme is one of the most founder-friendly 
ways to share upside in a UK business. It 
allows eligible employees to receive share 
options that convert into actual shares, 
typically at a low exercise price, triggered 
by defined events like a sale. What makes 
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EMI so compelling is the tax efficiency: when 
structured correctly, employees pay only CGT 
on gains, rather than being taxed at income 
rates on bonuses.

From a structural point of view, a 10% option 
pool is common. Vesting usually takes 
place over three years, with an “accelerated 
vest” clause on sale, meaning staff who 
are still employed at exit vest 100%, even if 
the full vesting period hasn’t passed. This 
rewards loyalty, boosts morale, and builds 
internal champions who are aligned with 
the founder’s goals. It’s also a useful defence 
against key-person risk during diligence.

ii. Phantom Equity

When to Use: If EMI limits are exceeded or 
for international/non-qualifying staff

Structure: Mirrors equity but without dilution 
or Companies House filings

Vesting Example: 25% on completion, 75% 
on earn-out

For companies that have grown beyond 
EMI eligibility—or want to incentivise staff 
without creating new shareholders—
phantom equity is a flexible alternative. It 
creates a financial reward structure that 
behaves like equity but doesn’t confer actual 
shares or voting rights. Instead, participants 
receive a cash payout based on the value of 
the business at exit, calculated as if they  
held equity.

Phantom schemes are particularly attractive 
in cross-border teams or for late-stage 
leadership hires. They can be structured 
with performance conditions or event-
based triggers, and are entirely off-balance 
sheet until the event occurs. A common 
structure is 25% vesting at deal completion 
and 75% linked to an earn-out or continued 
employment over a defined period. This 
gives buyers comfort that leadership is 
incentivised to stay post-deal—without 
adding complexity to the cap table.

2.7 �Step 5: Clean  
Financial Hygiene

When you decide to sell your agency, you’re 
no longer just running it, you’re packaging 
it. That means every line item, every 
adjustment, and every financial narrative 
needs to hold up under scrutiny. One of 
the fastest ways to undermine a deal (or at 
least shave a few turns off your multiple) is 
to present messy, unexplained or opaque 
financials.

That’s why a mock Quality of Earnings (QoE) 
report, run six months before sale, is one of 
the most powerful tools in your exit arsenal. 
It pre-empts buyer questions, surfaces red 
flags on your terms, and gives you time to fix 
inconsistencies. More than that, it gives you 
leverage. If you can hand a buyer a clean, 
reconciled, fully adjusted QoE upfront, you 
take away one of their favourite tactics: price-
chipping in diligence.

Here’s what a proper dry-run should address:

Normalise Freelance Costs to Real Salaries

In creative and tech businesses, freelance 
or contractor-heavy delivery models 
are common. But buyers often want to 
understand what the cost base would look 
like if the business were fully staffed. That’s 
because reliance on contractors introduces 
delivery risk and margin variability—two 
things acquirers hate.

In your QoE, translate recurring or 
predictable freelance spend into salaried 
equivalents. Show the adjusted EBITDA 
impact if those costs were internalised. Even 
if you don’t plan to make those hires, this 
exercise gives buyers a clearer picture of 
sustainable margin—and removes ambiguity 
around delivery economics.

Strip Out Personal Expenses

It’s common (and often legitimate) for 
founders to run a handful of personal costs 
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through the business—director’s travel, 
lifestyle perks, home office costs. But when 
it’s time to sell, those costs become noise. 
More importantly, they become negotiating 
ammunition if buyers think you’re hiding 
true profitability.

Identify and clearly remove all personal or 
one-off expenses from the P&L. Document 
the rationale and ensure they’re excluded 
from your adjusted EBITDA figure. This isn’t 
just about credibility, it’s about transparency. 
The cleaner your EBITDA story, the fewer 
questions (and discounts) you’ll get down 
the line.

Adjust Revenue to IFRS 15 (if it crosses 
financial years)

If your business operates on long-term 
retainers, project milestones, or upfront 
billing, you need to ensure your revenue 
recognition policies align with standard 
accounting frameworks—particularly IFRS 
15. This standard requires that revenue 
is recognised as value is delivered, not 
necessarily when invoices are issued.

For agencies whose projects span 
multiple months or financial years, this 
is especially important. A dry-run QoE 
should adjust historical revenue in line with 
IFRS 15 principles—recognising income 
proportionally to delivery rather than 
invoicing cadence. It’s a technical step, but it 
shows buyers you’re running a business, not 
just booking cash.

2.8 �Step 6: Founder Brand  
& Lifestyle Shift

One of the most overlooked aspects of 
preparing for an exit is managing the 
perception of the founder’s role—both 
inside the business and in the market. While 
operations, financials, and governance 
speak volumes to buyers, optics matter too. 

A founder who is too front-and-centre, too 
synonymous with the business, signals risk. 
The question becomes: “What happens 
when they leave?”

To counter that, smart founders don’t just 
step back—they signal they’ve stepped back. 
This is about reshaping your visible role from 
being the operational linchpin to becoming 
a strategic overseer. Buyers want to see that 
the business already functions without you. 
And your public positioning, schedule, and 
leadership visibility should all reinforce that 
narrative.

Here’s how to execute the shift deliberately 
and credibly:

Title Shift: Change LinkedIn to ‘Executive 
Chair’ Six Months Before Sale

Language matters—especially in the 
digital age. Updating your LinkedIn title 
from ‘Founder & CEO’ to ‘Executive Chair’ 
or ‘Chairman’ sends a clear, intentional 
message: you’ve moved into a strategic 
oversight role and are no longer involved in 
daily decision-making. It also aligns with the 
story you’ll tell in diligence, that the business 
runs without you.

Do this at least six months before initiating 
the sale process to establish a credible 
runway. Back it up with a light post or article 
outlining the transition and the strength of 
your leadership team. Buyers will look you 
up on LinkedIn. Make sure what they find 
supports the story you want to tell.

Public Narrative: Put Deputies in Speaking 
Slots; PR Your Leadership Bench

If you’re still the only one speaking at 
conferences, featured in agency press, 
or quoted in articles, you’re reinforcing 
founder dependence—even if the ops say 
otherwise. Shift the spotlight to your team. 
Proactively put your Head of Strategy, Head 
of Delivery, or Managing Director into high-
profile speaking slots. Make them the face 
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of credentials meetings, award submissions, 
and pitch calls.

Alongside this, invest in thought leadership 
PR—not for yourself, but for your deputies. 
Showcase them in interviews, industry 
commentary, and panel discussions. Buyers 
want to see not just that the founder 
can step back, but that the next layer of 
leadership is already stepping up. That 
creates buyer confidence and team pride at 
the same time.

Schedule Shift: Move to a Four-Day  
Founder Week to Demonstrate  
Operational Independence

This one’s subtle—but powerful. By reducing 
your workweek to four days (and making 
that known internally), you begin to create 
space between yourself and the day-to-day. 
It forces delegation, signals trust in your 
team, and reinforces that you’re no longer 
operationally essential.

This doesn’t mean disengagement—it 
means you’re now focused on strategy, 
positioning, and high-leverage founder 
activities. By the time buyers start circling, 
they’ll see a founder who is involved, but not 
irreplaceable. And that’s exactly what they 
want to buy into.

2.9 Step 7: Pitfalls to Avoid
As you move toward exit, it’s easy to focus 
only on what to do—less often do founders 
get guidance on what not to do. But even 
the best exit prep can be derailed by subtle 
missteps: over-engineered dashboards, 
rushed certifications, or poorly structured 
incentives. Buyers aren’t just looking for 
polish—they’re looking for substance. And 
anything that smells performative or surface-
level gets flagged fast.

These common pitfalls can erode trust, 
create friction in due diligence, or worse - 
cause buyers to walk. Here are three that 
come up again and again in real-world deals:

Dashboard Theatre: Buyers Want Raw Data, 
Not Pretty PDFs

It’s tempting to present your agency’s 
performance through beautifully designed 
slide decks and dashboards. But in diligence, 
that polish can backfire if it masks what 
buyers really want: raw, queryable, real-time 
data. Pretty PDFs suggest marketing spin. 
Buyers want to get behind the curtain.

Invest early in API-connected dashboards 
that sync directly from your tools—HubSpot, 
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Xero, Harvest, ClickUp, etc. The goal is to 
build a living data layer that buyers can test, 
audit, and trust. Bonus: this also improves 
your own ops visibility and forecasting long 
before the sale process begins. You’re not 
designing for pitch decks—you’re designing 
for SQL queries and confidence.

Over-Dilution: Don’t Offer a 15% EMI Pool 
with No Headroom

Equity incentives are powerful, but only 
when used wisely. A common mistake 
is granting too much, too early, without 
planning for future hires or structural 
flexibility. Offering a full 15% EMI option 
pool with no headroom left means you’re 
boxed in. You’ll either frustrate new joiners 
or risk disappointing existing option holders 
when their stake gets diluted in a real-world 
scenario.

Design your equity scheme with a three-to-
five-year lens. Allocate in tranches. Reserve 
unallocated equity for future strategic hires 
or retention extensions. And be wary of 
spreading ownership too thin, it weakens 
impact and complicates your cap table when 
acquirers start digging into shareholder 
agreements. Scarcity creates value. Over-
distribution creates confusion. 

Fake Certs: ISO in Name Only Will Unravel 
During Penetration Testing

Getting ISO 27001 certified (or SOC 2 
readiness letters) is a smart move, but only 
if it’s real. Some agencies try to shortcut this 
by paying for a basic audit and throwing the 
badge on their site, without embedding the 
actual controls into their delivery or security 
workflows.

That might get past surface-level diligence, 
but it won’t survive real scrutiny. Increasingly, 
buyers—especially in tech and regulated 
sectors—conduct penetration tests or 
request audit logs. If your ISO is just a 
certificate with no muscle behind it, you’ll 
be found out. Worse, it calls into question 
what else you’ve glossed over. If you commit 
to certs, commit properly—embed policies, 
train staff, enforce protocols, and let the 
evidence speak for itself.
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Chapter 3 – The Three 
Enterprise-Value Levers for 
People-Centric Firms
No matter how different a buyer’s badge looks—be it Deloitte Corporate Finance, a boutique 
M&A advisor, or a PE-backed roll-up platform—their valuation model boils down to three 
adjustable sliders. One controls Growth, one adjusts Earnings Quality, and the third manages 
Risk. Slide the first two to the right and pull the last one to the left—and your multiple rises. 
Let even one slide in the wrong direction, and no amount of hype, hustle, or top-line noise 
can make up the difference.

These three levers are not theoretical—they show up in diligence, data rooms, and valuation 
committees. They guide what a buyer pays today and what they forecast they can earn 
tomorrow. For agency founders, this chapter is the cheat sheet: what each lever means in 
your world, which metrics matter most, and what qualifies as “green zone” performance in a 
buyer’s eyes.

3.1 �Growth – Velocity with Visibility
Buyers want growth—but not if it relies on heroics, discounts, or founder hustle. To attract 
a premium multiple, growth must be visible, credible, and repeatable. That means: a strong 
historic trajectory and a forward-looking commercial engine that doesn’t rely on hope.

Key Growth Metrics           

If you’re in the amber zone, expect pipeline scrutiny in diligence. Buyers will ask:

•	 How many real opportunities exist?

•	 What’s the close probability?

•	 Who owns each deal?

•	 In which vertical or service line?

Metric Green Zone Amber Red

3-Year CAGR ≥ 20% 10–20% < 10%

Weighted Pipeline Coverage (Next 90d 
bookings ÷ Weighted Pipeline)

≥ 4× 2–4× < 2×
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If your answers live in the founder’s head or a dusty CRM, that triggers a valuation haircut. 
Buyers want CRM fidelity and sales team accountability, not instinct and anecdote.

Capacity Proof

The other half of the growth story is delivery readiness. Buyers don’t just ask “Can you sell 
it?”—they ask “Can you actually deliver it?”

One powerful way to pre-empt this concern: publish a 12-month utilisation forecast that 
overlays current team capacity with your pipeline conversion scenarios. Show that if your 
three biggest verbal deals land, you’ve already soft-booked a nearshore pod or flex resource 
pool. This doesn’t just signal delivery readiness—it calms the PE operating partner who’s 
already planning how to resource growth without a hiring scramble.

3.2 Earnings Quality – Predictability & Capital Efficiency
Earnings quality is not the same as profit. It’s about how consistent, efficient, and cash-
generative your earnings are. Buyers will pay more for revenue that:

•	 Arrives like clockwork

•	 Converts quickly to cash

•	 Doesn’t require £1 of new cost for every £1 of new work

Earnings Quality Indicators

Recurring fee mix is the biggest multiple lever here. Agencies with 60%+ recurring revenue 
from retainers, subscriptions, or licenses are viewed more like software businesses—because 
their future earnings are contractually defined. That’s a huge risk reducer.

Gross margin shows delivery efficiency and pricing power. Improving it, even by 5 points, 

Indicator Green Amber Red

Recurring Fee Mix ≥ 60% 40–60% < 40%

Blended Gross Margin ≥ 50% 40–50% < 40%

Debtor Days ≤ 45 46–60 > 60
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adds more enterprise value than chasing another million in revenue. Similarly, tightening 
debtor days speeds up cash flow and improves leverage capacity—critical for PE buyers 
planning to debt-fund the deal.

3.3 Risk – The Discount Drag
Risk pulls valuation down faster than growth or earnings can lift it. Buyers price risk through 
discounts, earn-outs, escrows, and diligence delay. And the cruel reality is: one red flag can 
cancel out multiple green indicators elsewhere.

Common Risk Flags & Buyer Response

Flag Discount Mechanism Mitigation

One client > 40% of revenue
0.5–1.0× haircut or  
heavier earn-out

Build a mid-market hunter 
squad to diversify

Founder closes 80% of sales
Earn-out with founder  
retention bonus escrow

Deploy Deputy Doctrine  
and EMI scheme

Unregistered or disputed IP
Price chip or legal  
indemnity clause

Run a contractor IP audit  
and clean-up assignments

Weighted Pipeline Coverage 
(Next 90d bookings ÷ 
Weighted Pipeline)

Delay in deal or 1× haircut
ISO 27001 fast-track + cyber-
insurance rider

These flags aren’t abstract—they show up in diligence checklists and data room escalations. 
The good news? They’re fixable. A basic IP audit, a contractor clean-up, or a £6K ISO 27001-
prep consultant can protect millions in equity value.

3.4 �Rule-of-40 for Services – Balancing Act
The Rule of 40—a benchmark metric in SaaS investing—is now making its way into services 
M&A. The formula is simple: EBIT margin + organic revenue growth rate. If the total is 40 or 
above, buyers see a well-balanced business that either delivers consistent cash or is growing 
fast enough to justify investment.

In the agency world, the Rule of 40 reframes what ‘quality growth’ looks like. You don’t have 
to be a hyper-growth rocket or a cash cow—but you do have to be intentional. It’s less about 
which model you follow, and more about how defensible and scalable it is.

•	 High-growth, low-margin shops (e.g. 25% CAGR, 15% EBIT) need to show scalability. That 
means clear levers like IP reuse, offshore delivery capacity, or AI automation. The margin 
may be thin now, but there must be a credible path to expansion.
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•	 High-margin, low-growth firms (e.g. 10% growth, 30% EBIT) need to show market 
headroom and commercial firepower. They must prove that growth isn’t capped and that 
a capable BD engine or partner channel exists to scale.

Buyers will tolerate the trade-off—but only if you show your working. Document the 
narrative, tie it to your numbers, and make it clear: this business knows its operating model 
and how to flex it.

3.5 Lever Diagnostic – Traffic-Light Dashboard
Don’t wait for a buyer to tell you what your red flags are. Build your own lever dashboard— 
a single-page, quarterly diagnostic that shows how you perform across the Growth,  
Earnings Quality, and Risk axes. Use colour-coded signals to keep it visible, measurable,  
and board-owned.

Example layout:

This format creates instant clarity:

•	 Red = Board OKR for the next quarter

•	 Amber = Named project with clear accountability and timeline

•	 Green = Maintenance—track, but don’t tinker

In investor discussions or monthly NED sessions, this becomes your heat map for value 
creation.

Lever Metric Target Current Status

Growth 3-Year CAGR ≥ 20% 23%

Growth Pipeline Coverage ≥ 4× 3.2×

Earnings Recurring Revenue % ≥ 60% 54%

Earnings Debtor Days ≤ 45 38

Risk Top-3 Client Share < 40% 47%

Risk Founder Sales Share < 30% 28%
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3.6 Case Snapshot – Same Size, Different EV
Two agencies. Same headline numbers. Very different outcomes.

£6m of value disappeared—not because of size, but because of lever balance. Buyers 
price forward-looking confidence, not just historical output. Agency X’s blend of growth, 
predictability, and risk diversification turned the same £2m of profit into a significantly more 
valuable asset.

Metric Agency X Agency Y

Revenue £12m £12m

EBITDA £2m £2m

CAGR 25% 10%

Recurring Mix 65% 35%

Top-Client Share 18% 42%

Rule-of-40 45 20

Exit Multiple 9× EBITDA 6× EBITDA

Enterprise Value £18m £12m
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3.7 First-Aid Kit – Quick Wins per Lever
You don’t need to transform your business overnight to improve valuation. Each lever has 
quick, high-impact fixes—actions that can move metrics visibly within 30–90 days. Use these 
as quarterly playbook entries to tune the levers in your favour.

These aren’t just operational improvements, they’re pre-deal value enhancers. In a  
diligence process, the difference between in progress and complete can be worth a full  
turn of EBITDA.

Lever 30-Day Win 90-Day Win

Growth
Refresh pipeline stages; kill 
“zombie” deals

Launch a mid-market hunter 
squad

Earnings
Introduce 40/30/30 milestone 
billing model

Convert 2–3 project clients into 
rolling retainers

Risk
Assign deputies to all top-10 
accounts

Complete ISO 27001 readiness 
+ contractor IP audit
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Chapter 4 – Assessing 
Your Exit Readiness
Every experienced buyer walks into a diligence 
process with an internal scoreboard already 
running. Before they ask a question or open 
a spreadsheet, they’re scanning for signals—
does this founder know where value is created, 
preserved, or destroyed? Their mental model 
is coloured like a traffic light: green boxes are 
strengths that justify a premium multiple, 
amber ones are negotiation leverage, and red 
boxes are excuses to defer risk, restructure the 
deal, or even walk away.

Founders who wait for this grading to happen 

to them are always on the back foot. But the 
best-run agencies flip the script: they run their 
own scorecard before they hit the market. 
They measure what buyers will measure. They 
pre-empt the questions, patch the amber, 
mitigate the red, and arrive with a narrative 
that sells upside and neutralises doubt.

Here we introduce a practical, score-driven 
framework to assess your exit readiness—one 
that lets you quantify your enterprise value 
levers and build a 90-day action plan that 
buyers will respect.

4.1 �The EV-Driver  
Maturity Matrix

At the heart of the framework is a simple 
18-cell grid: three enterprise-value levers 
(Growth, Earnings Quality, and Risk) cross-
referenced against six operating dimensions 
that buyers interrogate most. The goal is to 
assess the maturity of each intersection—
not just with gut feel, but with objective 
evidence wherever possible.

Valuation Levers:

•	 Growth: Velocity, repeatability, market 
expansion potential

Positioning 
& IP

Revenue Mix  
& Pricing

Delivery  
& Margin

Finance & 
Governance

Talent & 
Culture

Pipeline & 
Partners

Growth — — — — — —

Earnings — — — — — —

Risk — — — — — —

•	 Earnings Quality: Predictability, margin 
strength, cash conversion

•	 Risk: Concentration, dependency, 
compliance, operational resilience

Operating Dimensions:

1.   Positioning & IP

2.	 Revenue Mix & Pricing

3.	 Delivery & Margin

4.	 Finance & Governance

5.	 Talent & Culture

6.	 Pipeline & Partners 

Score each cell from 1–5:

•	 1–2 = Red: Immature, 
incomplete or founder-
dependent

•	 3 = Amber: Partially defined, 
some progress, weak metrics

•	 4–5 = Green: Operationalised, 
evidenced, buyer-grade
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i. Sample Scoring Logic

•	 Growth · Pipeline & Partners = 4 if:

	݊ Weighted pipeline ≥ 4× your 90-day 
bookings target

	݊ ≥ 25% of qualified leads come via 
partners (tech, channel, referrers)

•	 Risk · Talent & Culture = 2 if:

	݊ Attrition > 20% in last 12 months

	݊ Founder attends > 50% of sales or  
WIP meetings

	݊ No EMI or phantom scheme in place 

•	 Earnings · Delivery & Margin = 5 if:

	݊ ≥ 50% gross margin across service lines

	݊ Pricing playbooks exist

	݊ Resourcing cadence is automated (e.g. 
forecast vs staff load)

Completing the matrix forces you to think 
like an acquirer. It also acts as a roadmap: 
where you score red, you now know where to 
prioritise investment and reform.

4.2 Weighted Gap-Scoring Sheet
To make the output even more actionable, apply weightings to each cell based on the deal 
context (e.g. PE fund vs strategic vs roll-up). Then score each cell and multiply by its weight 
to arrive at an overall maturity score.

•	 > 4.0: You’re operating in the top quartile of exit readiness. You’ll likely attract multiple 
buyer types and command 9–10× EBITDA (or more, with IP leverage).

•	 3.0–4.0: Competitive but improvable. You’ll face scrutiny in certain areas and see more 
deferred consideration (e.g. 20–40% earn-out).

•	 < 3.0: High-risk category. Expect a valuation discount, heavy earn-out, and structural 
changes before closing.

Tip: Use conditional formatting in your sheet. Colour-code green (> 4), amber (3), red (< 3) to 
get an instant visual dashboard of where to act. Your 90-day plan writes itself.

Cell Weight % Score (1–5) Weighted Score

Growth · Positioning 10% 4 0.40

Earnings · Delivery 15% 3 0.45

Risk · Finance 12% 2 0.24

… … … …

Total 100% — 3.62 / 5
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4.3 �Traffic-Light Dashboard 
& War-Room Backlog

Once you’ve completed your EV-driver 
matrix and applied weighted scoring, the 
next step is to turn insight into execution.  
A Looker Studio (or similar BI tool) dashboard 
makes the scoring tangible—not just for 
internal alignment, but as a future artefact 
for buyers to see that you don’t just know 
your gaps; you manage them rigorously.

Top Panel: The traffic-light matrix—green, 
amber, and red cells mapped across your 
18-point assessment.

Bottom Panel: A backlog-style task tracker 
that lists each red cell with:

•	 An accountable owner (C-level or 
department lead)

•	 A target maturity score (usually 3 or 4)

•	 A due date for remediation

Then introduce a weekly “war-room” call. In 
it, each cell owner reports progress, status 
updates are conditional on hard evidence 
(e.g. updated KPI trend, uploaded client 
policy doc, or revised board pack). Crucially, 
only the COO or MD can flip a status from 
red to amber or green—ensuring objectivity 
and audit discipline.

This isn’t project management theatre, it’s 
buyer assurance. It shows you’re operating 
with exit-level rigour before the exit is even 
announced.

4.4 90-Day ‘Red-to-Amber’ Sprint
To convert planning into momentum, design a tightly scoped 90-day sprint focused solely on 
remediating red cells. Keep it realistic—buyers don’t expect perfection, but they absolutely 
reward trajectory.

Week Lever Action Owner Target

1–2 Risk · Finance
Hire external bookkeeper  
to clean up debtor ledger

CFO Debtor days ≤ 50

3–4 Earnings · Delivery
Implement milestone billing 
(40/30/30 model)

COO Gross margin +3 pts

5–6 Risk · Talent
Launch Deputy Doctrine; 
founder exits 20% of pitches

MD
Founder sales share  
≤ 40%

7–8 Growth · Pipeline
Activate mid-market  
hunter squad

Sales 
Director

Weighted pipeline 
coverage ≥ 3.5×

9–12 —
Review dashboard  
and re-score

Board < 1 red cell remaining
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Each action should be documented with:

•	 Date

•	 Owner

•	 Before/after metric

•	 Evidence (screenshot, invoice, client note, 
signed policy)

This creates a paper trail that buyers can 
verify—and it reframes diligence from what 
might go wrong to what’s already being 
done right.

4.5 �Presenting Readiness 
in the Information 
Memorandum (IM)

Your self-assessment isn’t just an internal 
tool—it becomes a strategic narrative device 
in your Information Memorandum.

What to include:

•	 Traffic-light matrix with a single-
paragraph commentary: 
 “Since Q1, we’ve moved five amber and 
two red cells into the green zone. See 
chart for underlying maturity lift.”

•	 KPI trend mini-chart: e.g., debtor 
days falling, gross margin rising, sales 
dependency declining

•	 Appendix link to the live (view-only) 
Google Sheet or dashboard

The goal is to turn diligence into 
confirmation, not discovery. By showing 
buyers the map and the journey taken, you 
move from being a subject of investigation 
to a partner in shared upside.

4.6 �Buyer Reactions to  
Self-Assessment

When run properly, this type of structured 
readiness scoring consistently draws praise 
from acquirers, especially in mid-market and 

PE-backed roll-ups. Typical buyer comments 
include:

•	 “Impressive—you’ve already done half our 
QoE homework.”

•	 “We can model upside from the amber 
cells you’re already fixing.”

•	 “We’re willing to front-load more 
consideration; your risks look proactively 
managed.”

The transparency and discipline signal 
not just operational maturity but founder 
alignment, which is often the true lever 
behind earn-out weighting and board 
confidence post-deal.

4.7 Pitfalls to Avoid
Despite its power, the gap-assessment 
model can backfire if executed poorly. 
Common mistakes include:

Rule of thumb: every action should resolve 
an enterprise-value lever, every metric 
should show movement over time, and every 
claim should be audit-proof.

Error Buyer Interpretation

Inflated  
self-scores

“They’re overconfident—
let’s double-check 
everything.”

No owner or due 
date for ambers

“They don’t have 
operational grip.”

Vanity metrics
“Show me how this ties 
back to margin or risk.”
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Part 2: 
Positioning and 
Valuation
With the foundations set, it’s time to position 
your agency for maximum appeal and value. 
This part explores how buyers price agencies, 
what makes your business stand out in a 
crowded market, and how to shape your 
client portfolio and commercial model to 
command a premium. You’ll learn to see your 
agency through a buyer’s eyes—and to tell a 
compelling value story.



Chapter 5 – How PE, 
Strategic Buyers & ‘Roll-Ups’ 
Price UK Agencies

A solicitor once quipped that selling an agency is like selling a house while three 
estate agents argue over its worth - one obsessed with rental yield, one valuing 
the land’s future development potential, and one flipping through a spreadsheet 
of recent street sales. Each sees the same house but assigns a different number. 
Welcome to agency exits.

In this analogy, the ‘agents’ are your buyers. And if you don’t understand the lens 
through which each buyer type views your business, you risk mispricing the deal, 
misplaying negotiations, or misfiring your exit process altogether. Strategic buyers, 
private equity funds, and roll-up platforms may all use the same headline metric—
EBITDA—but what they see beneath that number is wildly different.

Knowing how each of these buyer types thinks, spends, and prices gives you an edge: 
you’ll know who to court, which metrics to spotlight, and where you can give ground 
without losing value. Here’s a breakdown of the three main archetypes:

5.1 Three Buyer Archetypes at a Glance

Buyer Type Capital Source Core Objective
Typical UK 
Multiple (2024)

Strategic Trade 
Buyer

Cash on balance sheet  
of a group, consultancy,  
or tech platform

Fill a capability or 
geography gap;  
cross-sell fast

8 – 12× EBITDA

Private Equity  
(PE) Fund

Institutional LPs (pensions, 
endowments, family offices)

Buy, improve, leverage, 
exit within 3–7 years

6 – 9× EBITDA

Roll-up Platform
PE-backed NewCo +  
bank debt

Arbitrage: buy small at 
4–7×, sell group at 10×+

4 – 7× upfront + 
15–30% rollover
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Strategic Trade Buyers

Who they are:

Large agency networks (WPP, Publicis, 
Accenture Song), global consultancies, or 
tech-enabled platforms looking to plug a 
capability or geographic hole.

How they think:

These buyers are less focused on standalone 
financials and more interested in strategic fit. 
Can you help them pitch bigger deals? Can 
you slot into a vertical or market they want 
to dominate? Will your leadership team stay 
and help integrate the offer?

Valuation approach:

They’re often willing to pay a premium—8 
to 12× EBITDA is common—especially if 
you solve a problem they can’t build or 
buy elsewhere. But they also expect clean 
delivery, a founder succession plan, and 
a leadership bench they can keep post-
acquisition.

What to highlight:

Your brand equity, tier-one clients and 
specialist IP or process. Show how your 
offer plugs into their existing accounts or 
capabilities—and don’t be afraid to pitch 
them as much as the deal.

Private Equity (PE) Funds

Who they are:

Institutional investors managing large funds 
on behalf of pension plans, endowments, 
and high-net-worth individuals. They’re deal-
makers, not operators.

How they think:

PE buyers are in the business of value 
creation. They buy strong businesses with 
upside, install governance, grow EBITDA, 
leverage debt, and exit in 3–7 years. Your 
business needs to have enough maturity 
to handle debt and enough headroom to 
improve margins, revenue, or both.

Valuation approach:

Typically 6 to 9× EBITDA, with structure tied 
to performance or retention. But they’re also 
paying for future performance, so they’ll look 
at adjusted EBITDA, run-rate metrics, and 
commercial levers (pricing, delivery model, 
cross-sell).

What to highlight:

Financial discipline, recurring revenue, 
scalable delivery, and your readiness for a 
board-led model. The more operationally 
mature and predictable your business looks, 
the higher they’ll price you. PE buyers love 
clean systems, clear KPIs, and founders who 
know how to step back.

Roll-Up Platforms

Who they are:

A hybrid model—PE firms create a ‘platform’ 
agency (NewCo) and then acquire smaller 
agencies to bolt on. The platform is then sold 
as a larger, integrated group.

How they think:

Roll-ups play the arbitrage game. They buy 
multiple small businesses at 4–7× EBITDA, 
integrate them, and resell the group at 10×+. 
The key for them is accretive growth—your 
business needs to be plug-and-play and 
show clear margin potential without rocking 
the boat.

Valuation approach:

You’ll typically get 4–7× EBITDA upfront, 
plus a 15–30% equity rollover into NewCo. 
This gives you a ‘second bite of the apple’ 
when the platform exits. Roll-ups often 
value cultural fit, clean books, and ease of 
integration more than flashiness.

What to highlight:

Low founder dependency, clean delivery 
operations, and a service line that 
complements,rather than duplicates,the 
platform’s existing capabilities. If you’re 
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happy to stay on for 2–3 years and  
contribute to group growth, this can  
be a lucrative route.

5.2 �Strategic Buyers –  
The Capability Premium

Strategic buyers—like WPP networks, 
Big Four consultancies, or global tech 
platforms—don’t buy agencies for margin 
or leverage. They buy for capability and 
speed. Their goal isn’t just to own a good 
business,it’s to plug a gap in their existing 
service matrix, win bigger deals, or satisfy 
immediate demand from large enterprise 
clients. That’s why they’re often the only 
buyer group willing to pay double-digit 
multiples—but only if the stars align.

The premium they pay is directly tied to 
the revenue they believe they can generate 
quickly by owning you. In other words, it’s 
not about what you’ve built, it’s about what 
you unlock. Think: a data-privacy consultancy 
acquired the quarter GDPR enforcement 
peaks, or a TikTok-first content shop snapped 
up the week a global FMCG client asks for 
Gen-Z reach. The valuation jumps when your 
capability maps to their pipeline.

Here’s what gets their attention, and what 
you need to negotiate carefully.

Signals That Excite Strategics

Multi-year MSAs with blue-chip clients

These buyers aren’t starting from scratch—
they’re looking for ways to grow wallet share 
with their existing global accounts. If you’ve 
already cracked procurement and secured a 
multi-year master-service agreement with a 
tier-one brand, that’s gold. It gives the buyer 
an immediate platform to cross-sell and 
a shortcut past their client’s usual vendor 
approval process. 

Proprietary IP that bolts onto their 
marketing cloud

Strategic buyers want more than bodies—
they want systems, assets, and productised 
capabilities. If you’ve built proprietary 
tooling (e.g. a reporting dashboard, content 
automation workflow, or data integration 
middleware), and it slots into their Adobe, 
Salesforce, or custom stack, you’ve just 
multiplied your strategic value. Think beyond 
tech—your framework, playbook, or process 
IP can count here too, especially if it’s 
repeatable and scalable.

Senior team used to global-matrix 
stakeholders

Cultural alignment is often underestimated. 
Strategics run complex, layered orgs with 
clients and internal teams spread across 
time zones and verticals. If your leadership 
team has experience navigating enterprise 
structures—procurement, global brand 
guardianship, matrix reporting—it reduces 
acquisition friction and accelerates 
integration. No buyer wants to inherit a 
leadership team that melts down inside a 
holding group.

Deal Structure Quirks

Strategic buyers often lead with an 
impressive headline multiple, sometimes 
10–12× EBITDA or more. But headline numbers 
can be deceptive. These deals frequently 
include 20–40% of consideration as an earn-
out, typically tied to ‘synergy revenue’ or post-
deal integration success.

The problem? ‘Synergy revenue’ is a vague 
term unless tightly defined. Without clarity, 
you could be penalised for revenue the 
buyer failed to close—even if you delivered 
flawlessly. That’s why you must insist on up-
front KPI definitions. Push for language that 
ties the earn-out to closed deals, booked 
revenue, or margin impact—not soft metrics 
like pipeline influence or opportunity creation.
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Also, negotiate reporting cadence and visibility—if you’re on the hook for synergy numbers, 
you need a seat at the table where those numbers are being reported. Otherwise, you’re 
betting a chunk of your exit on metrics you can’t see or influence.

5.3 �Private Equity – The Buy-Improve-Sell Engine
Private equity (PE) funds view your agency not as a creative brand, but as a financial asset. 
Their job is to buy well, professionalise fast, use leverage intelligently, and sell the business—
usually to a bigger fund, a strategic acquirer, or via IPO—within 3 to 7 years. They’re not 
emotional buyers. They’re model-driven.

Every fund runs its own spreadsheet, but most PE valuations break down into four 
controllable levers. Understanding them lets you influence price, even when the entry 
multiple is capped by the fund’s model.

PE buyers don’t like surprises. Last-minute EBITDA polishing—like replacing freelancers 
with salaried staff right before sale—tends to backfire. They’ll strip it out in the Quality of 
Earnings (QoE) process and adjust your valuation down pound-for-pound. Better to clean 
and normalise six months ahead, not six weeks.

5.4 Roll-Ups – Arbitrage in Plain Sight
Roll-ups are built around one simple truth: larger agencies sell for higher multiples. If  
a single agency generating £3m EBITDA sells at 6×, but a consolidated platform of £25m 
EBITDA sells at 11×, then buying smaller shops and combining them is a profitable game.  
The roll-up model thrives on this size arbitrage—and it’s a growing force in the UK  
agency market.

Lever How to Influence It Before Sale

Entry Multiple  
Discipline

PE rarely strays from its band—but you can push the top end by showing 
consistent Rule-of-40 > 40 (growth rate + EBITDA margin).

Leverage  
Capacity

Cut debtor days, show clean ISO controls, and install proper governance.  
This gives the buyer’s bank more confidence—and can unlock half to a full 
turn of extra leverage.

Operational  
Uplift

Come to market with pre-built dashboards, margin levers, and  
upsell mechanics. Examples: pricing matrices, utilisation tracking, tiered 
retainer models.

Exit Multiple  
Expansion

Demonstrate a tuck-in pipeline—smaller agencies you can acquire post-deal. 
It signals scalability and creates a story around platform-building.
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If your EBITDA is under £3m, and you’re willing to take some equity in the new platform,  
you can still walk away with a deal worth 8× or more—if the platform performs and exits  
as planned.

To protect your upside and future role, negotiate on three fronts:

•	 Board Seat or Brand Autonomy Veto 
You’ll likely keep operating under your own brand for 12–36 months. Secure a board 
observer seat or a formal veto right on brand-level decisions to avoid being stripped of 
identity or creative direction.

•	 Drag-Along Threshold 
Don’t get dragged into a fire-sale. Push for a 75% shareholder threshold on any drag-
along clause (vs. simple majority), so your equity rollover isn’t cashed out prematurely 
without your consent.

•	 Leverage Cap 
Platforms overloaded with bank debt create risk for everyone. Agree on a maximum 
leverage ratio (e.g. <3.5× EBITDA) to protect the exit value of your rollover stake.

Roll-ups can be a smart play—but only if governance, alignment, and debt are  
structured sensibly.

5.5 �Valuation Frameworks in Practice
Behind every buyer is a model. Whether you’re dealing with a PE fund, a strategic buyer’s 
corporate development team, or a roll-up CFO, they all price deals using a structured 
framework. If you understand how their inputs work, you can influence the outputs.

Most buyer-side models rely on three cross-checks:

•	 Public-Comp Multiples 
They’ll benchmark you against listed groups like S4 Capital, Next 15, Kin + Carta, and then 
apply a 15–20% discount for private status (i.e. illiquidity and control risk).

•	 Precedent Transactions 
They’ll reference recent UK agency sales (typically 10+ in the last 24 months), adjusting 
for growth rate, margin profile, and business model. A fast-growing CRO firm with 70% 
gross margin and subscription revenue gets a higher multiple than a slow-moving web 
dev shop.

•	 LBO / DCF Sanity Check 
Especially for PE deals, they’ll run a leverage model to ensure debt can be serviced. That 
means:

	݊ Debt-service coverage ratio ≥ 1.25

	݊ Target IRR between 20–25% over  
hold period

Your job: improve the inputs. Shift your revenue into recurring, raise gross margin, reduce 
client concentration—and the model does the rest. A small change in assumptions (like 5% 
higher EBITDA or 10% more recurring revenue) can translate to a much larger  
exit cheque.
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5.6 �Real Deals, Real Multiples
This is where theory meets practice. These anonymised UK agency deals show how buyer 
type, business model, and deal structure interact in the real world.

The best-prepared sellers understood their buyer’s logic, structured for the right levers, and 
came to market with the right mix of hygiene, positioning, and growth story. That’s the 
difference between 5× and 11×.

Year
Target 
(Anonymised)

Buyer Type Headline Multiple Notable Term

2024
£8m EBITDA data-
design studio

Strategic  
(Big Four)

11.2× EBITDA
25% earn-out based on  
cross-sell gross margin

2023
£3.5m EBITDA 
B2B demand-gen 
agency

PE bolt-on 7.4× EBITDA
60% debt funded; 10% 
rollover equity

2023
£2m EBITDA CRO 
boutique

Roll-up  
add-on

5.8× EBITDA +  
20% rollover

24-month autonomy 
covenant on brand ops
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5.7 Preparing for Each Buyer
Knowing who you’re selling to isn’t just about valuation, it’s about preparation. Each buyer 
type has a different due diligence playbook, different success criteria, and very different red 
flags. If you walk into a PE process with a synergy deck instead of a margin forecast, you’re 
misaligned from day one. Conversely, try to pitch a Big Four strategic buyer with three years 
of board packs and you’ll lose their attention fast.

Here’s how to gear your exit preparation around the buyer you’re courting:

Tailor your data room to the buyer’s logic, not a generic checklist. Your valuation—and deal 
velocity—depends on it.

5.8 Pitfalls & Negotiation Tips
Even experienced founders can lose ground in the subtleties of deal structure, timing, and 
positioning. While buyers will often have 10+ acquisitions under their belt, many agency 
founders are navigating their first—and that asymmetry can cost you.

These are the most common pitfalls we see during negotiations, and how to stay one  
step ahead:

Auction Fatigue

Running a beauty parade across buyer types—PE, strategic, roll-up—may seem like a power 
move, but it often dilutes credibility. Buyers can smell an unfocused sale process. It makes 
your business look unsold, not in demand. Instead, tailor your information memorandum 
(IM) to one logic—pick your favourite buyer type and optimise the deal around their lens.

Buyer Documents They Love Red Flag They Walk From

Strategic
- Synergy map showing direct revenue uplift 
- Capability overlays to existing services 
- Client/account cross-sell plans

- Legacy or bespoke tech 
stacks that can’t integrate 
into their global IT ops

PE
- 24-month archive of board packs and KPIs 
- Forecast vs actual variance charts 
- ISO 27001/SOC 2 audit readiness

- Add-backs that exceed 
10% of EBITDA (e.g. personal 
expenses or one-offs)

Roll-up

- Culture-fit scorecards 
- Slack/Asana usage stats showing  
remote discipline 
- Clean org chart showing operating 
independence

- Founders unwilling to 
accept any rollover equity 
(seen as misaligned or short-
term)
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Synergy Over-Projections

Strategic buyers have grown wise to inflate synergy claims. If you tell them their clients 
will buy £4m of your services post-deal, they’ll haircut that by 50% immediately. Some now 
benchmark against historical synergy conversion rates from previous acquisitions. The better 
play? Promise less, deliver more—and build deal structure around real cases, not  
theoretical overlays.

Leverage Traps

In PE-backed deals, high leverage ratios can silently erode your earn-out. Why? Because 
integration gets delayed while leadership focuses on debt service, and post-deal KPIs 
become harder to hit. Always negotiate covenants that pause or flex your earn-out terms if 
key integration dependencies (e.g. tech stack migration, team merging) are delayed beyond 
your control.

Rollover Blind Spots

In roll-up deals, founders often overlook one of the most dangerous clauses in the SHA:  
drag-along without a fair market value floor. That means your rollover equity can be forcibly 
sold in a down-round exit, even if the business is underperforming or being sold at a loss. 
Push for a minimum return threshold (e.g. 1.5× or 2× multiple) or at least a board-level veto 
on drag scenarios.
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In services businesses, two questions shape both perception and pricing: Why choose you? 
And how do you get paid for that choice? The first is answered by your strategic positioning. 
The second is answered by your commercial model. When these two align—when the brand 
you build and the revenue model you run reinforce each other—you stop selling effort and 
start selling enterprise value.

At the top end of the market, these two levers lock together tightly. A well-positioned 
category leader (e.g. ‘privacy-first B2B demand-gen partner’) doesn’t just command 
attention—they justify premium pricing, predictable recurring revenue, and better gross 
margins. The result? Buyers can see, in one slide, how your story turns into cash flow.

This chapter shows how to build that alignment—step by step.

6.1 Category Design: Owning a Noun Buyers Recognise
Investors have sat through thousands of agency decks filled with phrases like ‘integrated, 
customer-centric, omni-channel growth partner.’ These words are meaningless without 
specificity. Worse, they signal a lack of positioning. If you don’t clearly define what you are, 
the market will default to viewing you as a generalist.

Great category design does three things:

1.	 Signals expertise – When your focus is narrow, buyers and clients assume depth.

2.	� Narrow your comparable set – The fewer peers you have, the easier it is to justify a premium.

3.	� Guides pricing power – Specialists command higher day rates, longer retainers, and more 
respect in procurement.

Use the Positioning Matrix to map your business:

Chapter 6 – Strategic 
Positioning & 
Commercial Model

Depth of Expertise Broad Audience Narrow Audience

Broad Service Generalist studio (commodity)
Sector specialist  
(“FinTech CX partner”)

Deep IP / Data
Platform toolkit  
(SaaS + consult)

Category king  
(“Privacy-first B2B engine”)
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The lower-right quadrant is the sweet spot: a tightly defined audience, underpinned by 
proprietary methods, tools, or data. This is where 10× multiples live. If you can own the 
category and build monetisable IP around it, you become far more than an agency—you 
become an asset.

Commercial Model Options and Decision Tree

Positioning is only half the story. You must also choose how value is captured—and how 
repeatably. That’s the job of your commercial model. The best models lift gross margin, 
improve cash flow, and make revenue more predictable. More importantly, they reshape 
how buyers value your firm.

Model Best For Margin Profile Buyer Lens

Time-and-Materials Complex, open-ended work 35–45%
Volatile; tied to 
headcount

Fixed-Price Project Repeatable outputs 45–55%
Acceptable if scope  
is controlled

Retainer
Ongoing advisory/
optimisation

50–60%
Predictable; valued  
like SaaS

Subscription  
+ IP Licence

Dashboards, tooling, 
automation

65–85%
High-margin;  
multiple uplift

To guide commercial evolution, use this decision tree quarterly:

Can the deliverable be repeated without founder involvement?

→ Yes

   - Can it be templatized or automated?

     → Yes → Move to Subscription/IP model

     → No → Is the client problem ongoing?

       → Yes → Shift to Monthly Retainer

       → �No → Price as Fixed Project with scope premium

This isn’t about perfection—it’s about progression. Over time, shift more of your revenue mix 
rightward on this spectrum.

6.2 Value-Based & Subscription Pricing
Value-based pricing links your fees to the upside the client receives. It reframes pricing from 
cost to investment—and it works. UK pilot programs often see a 15% uplift in effective day 
rate and a 5-point gross margin improvement.

46



Implementation Steps:

1.	� Quantify the client upside – Revenue 
increase, cost savings, or risk avoidance. 
Use past case studies if needed.

2.	 Set a pricing floor – Your usual rate or 
	 retainer value.

3.	 Share the upside – Add a 10–20% variable 
	 kicker paid quarterly, based on realised 
	 performance metrics.

Clients move faster when ROI frames the 
conversation—and buyers love seeing pricing 
tied to outcomes.

Service Line TTM Revenue Direct Cost Gross Margin Colour Code

SEO Retainer £1.2m £540k 55% Green

Web Rebuilds £2.0m £1.3m 35% Red

CRO Subscriptions £800k £240k 70% Green

Subscription Tips:

•	 Anchor on outcomes, not hours (e.g. 
“monthly insight sprints” vs. “20 hours/
month”)

•	 Include a rollover hours bank—unused 
hours expire or pool, which reduces scope 
creep

•	 Contract on an annual auto-renew with a 
90-day break clause. This structure meets  
IFRS 15 revenue recognition rules, so it 
qualifies as recurring income in buyer due 
diligence

6.3 Gross-Margin Heat-Map Worksheet
Not all revenue is equal. To improve earnings quality and justify higher multiples, you need 
to measure and optimise gross margin by service line. Build a simple worksheet that shows 
trailing revenue, direct delivery cost, and margin by category.

•	 Red (<45%) → Productise or increase pricing

•	 Amber (45–50%) → Optimise staffing mix, margin diagnostics

•	 Green (>50%) → Scale and upsell

Your information memorandum (IM) should include a 12–24 month trend showing how IP- 
and subscription-led lines are lifting blended margins.

6.4 Mini-Cases – Projects to Retainers
Shifting from project-based income to recurring retainers is the fastest way to improve both 
earnings quality and enterprise value. These two real-world examples show what’s possible.

FinTech Content Studio

•	 Before: £15k per website build, 38% gross margin

•	 After: £4k/month ‘always-on conversion’ subscription—includes tweaks, A/B testing, analytics

•	 Result: 58% gross margin, 18-month average tenure, +12 points on recurring revenue ratio
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B2B Demand-Gen Agency

•	 Before: One-off discovery audits at £9,500

•	 After: £5k/month ‘Growth Sprints’ subscription—includes HubSpot dashboards, roadmap

•	 Result: Pipeline volatility reduced, Rule-of-40 rose from 28 to 43

•	 Outcome: Sold to PE at 8.8× EBITDA, vs 7.1× sector average

6.5 Payment Terms as Working-Capital Lever
Improving working capital doesn’t just make life easier—it makes your business more 
valuable. Buyers price in cash on hand, and changes to debtor days can translate directly into 
£ for £ valuation uplift.

Example: a switch from Net 30 to Direct Debit on £8m revenue = ~£550k of working capital 
released. Buyers love that. It can shift leverage capacity or reduce the required escrow.

6.6 Pitfalls
Smart positioning and pricing can drive serious value, but only if execution matches the 
story. These common mistakes erode margin, narrative strength, and exit readiness:

•	 One-price-fits-all retainers 
Avoid flat pricing. Use tiered packages (Bronze/Silver/Gold) to create upsell headroom 
and prevent margin compression over time.

•	 Over-offshoring subscription delivery 
Moving too much delivery to low-cost markets can trigger NPS drops and higher churn. 
What you gain in margin, you risk losing in contract longevity and client LTV.

•	 Retainers stuck in “maintenance mode” 
If clients perceive no change in value or output, they stop seeing you as strategic. Add 
quarterly roadmap refreshes, optional add-ons, or structured upsell ladders to keep the 
narrative—and the spend—moving forward.

Term Debtor Days Impact Comment

Net 30 Baseline
Common in services; little  
float benefit

30/30/40 (Milestone Billing) –12 days
Front-loads cash via scope 
milestones

Subscription via Direct Debit –25 days
Paid upfront; highest cash 
acceleration
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If revenue is the lifeblood of an agency, then the client portfolio is the heart—and, like 
any cardiologist will tell you, blockages tend to go unnoticed until there’s a crisis. Buyers 
think the same way. They run diagnostics on your portfolio just like a GP would: looking for 
concentration risk, low-margin cholesterol, and revenue volatility. The question isn’t just how 
big the client book is—it’s how resilient it is under pressure.

This chapter equips you to perform the same health check your future buyer will do. More 
importantly, it shows you how to correct the imbalances before diligence day—and present 
your narrative with confidence, not excuses. A stable, margin-rich, diversified portfolio 
doesn’t just reduce deal friction. It lifts the multiple. And it might be worth millions.

7.1 Why Buyers Obsess over Concentration Ratios
No buyer wants to inherit a ‘one-client agency’—the kind where a single account pays the 
bills and the founder personally handles the relationship. It’s not just risky; it’s a deal-breaker. 
The term for this is the ‘one-car crash’ scenario—where one contract termination takes half 
the revenue with it.

Between 2020 and 2024, the UK median EBITDA haircut for agencies with >40% revenue 
from a single client was 1.1×. That means a business expecting 8× on £4m EBITDA drops to  
7×, a £4m valuation loss, without any change in performance.

Buyers don’t wait to see if the team can retain the account post-sale. They price the risk 
immediately—often through escrow or performance hurdles.

Chapter 7 – Client-Portfolio 
Health & Pipeline Discipline

Top-3 Client Share Multiple Impact Buyer Behaviour

< 30% +0.0–0.3×
Standard diligence; low earn-
out exposure

30–40% –0.5× to –0.8×
Additional warranties; modest 
earn-out

> 40% –1.0× to –1.5×
Heavy earn-out; MAC clauses; 
purchase-price ratchet
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7.2 �Three-Axis  
Portfolio Dashboard

Buyers segment your client base along 
three dimensions: concentration, margin 
and tenure. Replicate this view and you take 
control of the conversation.

•	 Concentration 
Start with a Pareto chart showing trailing 
12-month revenue by client, ranked by size. 
Highlight the top three accounts. Target 
<40% combined.

•	 Margin 
Build a scatter plot with gross margin on 
the Y-axis and tenure on the X-axis.

	݊ <45% gross margin = amber

	݊ <35% = red 
You’ll quickly see which long-tenure 
clients are dragging overall profitability.

•	 Tenure 
Colour-code bubbles by client age:

	݊ <12 months = volatile

	݊ 12–36 months = scalable

	݊ 36 months = stable anchor clients

Display all three views on a single slide: 
Pareto on the left, scatter plot on the 
right. The goal? Let buyers digest risks and 
mitigations in 30 seconds.

7.3 �Diluting Dependence – 
Four Proven Plays

Diversifying revenue isn’t just about  
adding logos—it’s about targeted  
initiatives that reduce concentration  
while preserving profitability.

i. Land-and-Expand with ABM

Target new buying centres within existing 
enterprise clients (e.g. internal comms, 
digital, ATL). Use micro ABM campaigns 
to reach them. If your MSA already exists, 
expansion is faster and doesn’t require 
procurement all over again.

ii. Mid-Market Hunter Squad

Deploy a 2-person team (SDR + solutions 
lead) to win £100–250k ARR accounts.  
These mid-cap clients often pay faster, 
diversify your risk, and don’t require 
enterprise-level servicing.

iii. Channel Partnerships

Partner with platforms like Shopify 
Plus or HubSpot to become a preferred 
implementation or strategy provider. You’ll 
gain pre-qualified leads with pre-approved 
budgets. Margins dip slightly, but deal 
volume and predictability improve.

iv. Productised Discovery Workshops

Sell structured, one-day workshops (e.g. 
£4,950 + VAT) to new prospects. These often 
convert at ~35% into retainers and help you 
enter new verticals with minimal risk. Every 
workshop = an option for a new client.

7.4 �Pipeline Discipline – 
From Forecast Folklore 
to Evidence

Founders often lean on instinct when 
forecasting. But buyers want systems, not 
sentiment. To professionalise your pipeline:

•	 Probability Weighting 
Apply standard percentages:

	݊ 10% = unqualified

	݊ 25% = discovery

	݊ 50% = proposal

	݊ 75% = verbal yes

	݊ 90% = contract stage

•	 Coverage Rule 
Your weighted pipeline should be ≥ 
4× your next 90-day bookings target. 
Anything less triggers concern over 
continuity.
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•	 Attribution Hygiene 
Every opportunity should have a tracked lead source and CAC. This isn’t just marketing 
fluff—it validates your commercial efficiency.

•	 Data Rhythm 
Set a recurring deal-cleanup cadence (e.g. Fridays at 16:00). Inactive deals revert to 0% 
probability unless updated. This keeps the CRM real.

7.5 Capital-Efficiency Metrics Buyers Expect
Top buyers, especially PE funds, want evidence that growth isn’t burning capital or bloating 
headcount. These three metrics give a high-signal view of efficiency.

Improving any one of these three unlocks leverage headroom, investor confidence,  
and pricing power.

Metric Formula
UK Top-Quartile 
Benchmark

Investor Lens

CAC ÷ LTV
Sales + marketing cost  
÷ LTV (gross profit basis)

< 0.25 Growth pays for itself

Rule-of-40 
(Services)

EBIT % + organic  
revenue growth

> 40 Balanced model

Revenue  
olatility Index

Std. dev. of monthly revenue ÷ 
12-month mean revenue

< 10% Forecast reliability
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7.6 Ninety-Day Portfolio Rebalance
Buyers value momentum, not just historical stability. Use this 12-week action plan to show 
you’re already fixing known risks:

You don’t need to solve everything. You just need to show progress—and a framework.

Week Action Target Outcome

1–2 Launch concentration + margin dashboard Transparency

3–4 Mid-market squad contacts 100 prospects 5 SQLs

5–6 Launch workshop product (Webflow + Stripe) 10 sales

7–8 Sign channel-partner MoU £50k pipeline

9–10 Reallocate delivery/sales based on early data Concentration –5 points

11–12 Report impact in board KPIs Storyline for IM

7.7 �Narrative in the 
Information 
Memorandum

Don’t bury the story—put client portfolio 
health upfront in the IM, ideally around page 
5. Buyers are scanning for risk. Show you 
already managed it.

Example sentence:

“Top-three clients represent 34% of TTM 
revenue vs UK peer median 46%; on track 
for sub-30% by Q3.”

That’s a red flag neutralised—and space 
created to focus on margin, positioning, or  
IP value elsewhere.

7.8 �What Not To Say  
In Exit Talks

These are the lines buyers hear most often—
and instantly red-flag.

•	 “We haven’t lost that big client in  
seven years.” 
 Translation: The cliff edge has only  
grown taller.

•	 “Our pipeline’s massive—trust me.” 
Translation: You don’t have a real CRM. 
Expect a haircut.

•	 “Margin doesn’t matter on that flagship 
account—the PR is priceless.” 
Translation: You’re subsidising vanity. 
Buyers price cash flow, not buzz.
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Now you’re ready to engage the market.  
This section covers the nuts and bolts of  
deal-making: financial discipline, governance, 
talent retention, and the negotiation tactics 
that separate a good deal from a great  
one. You’ll discover how to present your 
numbers, protect your interests, and  
structure a deal that delivers real value— 
not just a headline multiple.

Part 3:  
Deal Making
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When buyers step into the data room, they aren’t just verifying your numbers—they’re 
assessing your credibility. They want to know: Can we trust this EBITDA? Can we run this 
business without surprises? Financial discipline is no longer seen as “back-office hygiene”—
it’s a core value driver. Every pound of cash flow that’s provable and repeatable gets 
multiplied in valuation. Every ambiguity becomes a deduction, an earn-out, or an escrow.

The best sellers don’t wait to be audited—they self-audit first. This chapter outlines  
how to instil buyer-grade financial governance, engineer cash flow into enterprise value, and 
neutralise red flags before they trigger price chips.

Chapter 8 – Financial Discipline, 
Governance & Risk

8.1 �The Board Pack  
That Wins Trust

A well-structured board pack doesn’t just 
tell the story—it builds confidence in the 
underlying numbers, forecasts, and controls.

i. Non-Negotiable Components

•	 P&L vs budget: MTD, QTD, YTD. 
Commentary for variances >5%.

•	 Balance sheet: Highlight WIP, debtors, 
creditors, VAT, deferred revenue.

•	 13-week cash flow forecast: Rolling, 
bottom-up. Invoice due dates, payroll,  
VAT, rent—nothing high-level.

•	 KPI cockpit: Recurring revenue %, debtor 
days, gross margin, utilisation, pipeline 
coverage, Rule-of-40.

•	 Risk register: Top 10 risks with mitigations 
and RAG status. Updated monthly.

ii. Delivery Rhythm

•	 Issued within 5 working days post-month-end.

•	 Board meets by day 8.

•	 Format: PDF board pack + unlocked  
Excel annex.

•	 Minutes stored privately, actions tracked in 
Confluence or Notion.

Buyers want to see six consecutive months. 
That volume proves governance is cultural, 
not cosmetic.

8.2 �Working-Capital 
Engineering – Cash Is 
Enterprise Value

i. Debtor Days

•	 Target: ≤ 45

•	 Tactics:

	݊ Shift payment terms: from Net 30 to 
40/30/30 milestone billing or monthly 
DD for retainers

	݊ Automate collections:

	> Day 25: polite reminder

	> Day 31: finance call

	> Day 38: senior stakeholder chaser

Impact: Improving by 15 days on £10m 
turnover = £410k freed cash. At a 7× multiple, 
that’s £2.9m in equity value.

ii. WIP Discipline

•	 Weekly WIP-to-bill review

•	 Any open task >10 days = trigger billing if 
the deliverable is complete

•	 Buyers discount unbilled WIP at 50p/£,  
or require completion accounts to claw 
back revenue risk
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8.3 Quality-of-Earnings (QoE) – Run It Before They Do
Smart founders pre-commission a QoE report 6+ months before sale. It accelerates deals, 
disarms buyers, and avoids margin-diluting surprises.

A clean vendor-led QoE builds leverage—and shortens time-to-close by weeks.

8.4 ESG & DEI – A New Multiple Uplift
With ESG mandates rising in UK mid-market PE, some buyers now apply +0.5× premium to 
companies that show ESG readiness (and save them 6–12 months of post-close remediation).

ESG Documentation Package

•	 Modern slavery statement

•	 Scope-2 carbon audit (cloud infra, travel, office electricity)

•	 Supplier code of conduct

•	 DEI metrics: gender pay gap, leadership representation

Have these packaged and dated—buyers want ready-to-file, not promises of progress.

Focus Area Common Adjustment Seller Fix

Owner perks
Travel, lifestyle, or mixed- 
use spend

Strip out 12 months prior,  
salary to market

Contractor swaps Freelancers as COGS
Transition to perm staff,  
normalise EBITDA

Revenue recognition
100% booked on  
contract signature

Apply IFRS 15: revenue spread  
over milestones

Non-recurring income
COVID grants or  
one-time rebates

Remove from adjusted EBITDA
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8.5 Cyber-Security Posture – Deal Maker or Breaker
According to BDO (2023), 36% of UK SME deals faced delay due to cyber-risk, and 9% 
collapsed entirely. A missing pen-test or ISO cert isn’t admin—it’s a deal liability.

Lack of evidence = 10–20% escrow, or 1× multiple haircut. Buyers want evidence, not intent.

8.6 Capital-Efficiency Scorecard
Track and trend these metrics monthly to evidence that your profit isn’t just accounting—it’s 
efficient, cash-converting, and growth-backed.

Include a 12-month trend chart. Flat or rising lines = forecast credibility.

Control Evidence Required

ISO 27001 / SOC 2 Cert or Stage 1 pass letter

Pen-test Report summary dated <12 months + Jira tickets

MFA adoption GSuite/Azure screenshot: ≥95% coverage

Incident response plan PDF playbook + recent tabletop drill date

Metric Formula Benchmark Narrative

Gross margin
(Revenue – Direct Costs)  
÷ Revenue

≥ 50%
Shows pricing power + 
delivery efficiency

Debtor days
Debtors ÷ (Annual Revenue 
÷ 365)

≤ 45 Cash flow + leverage capacity

Burn multiple
Net burn ÷ net new ARR  
(for SaaS elements)

< 1.5 Growth is self-funded

Rule-of-40
EBIT % + Organic revenue 
growth %

> 40 Balanced value creation
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8.7 Governance Infrastructure
i. Decision-Rights Matrix

Buyers want to see authority distributed—not every decision routed through the founder.

This proves operational independence and keeps decisions auditable.

ii. Policy Library

•	 Maintain version-controlled policies (HR, InfoSec, Finance, DEI) in Notion or Confluence

•	 Auto-log last review date and responsible owner

•	 Exportable index for buyers during diligence

Governance ≠ complexity. It just means decisions are documented, traceable, and not 
personality-led.

8.8 Founder Pitfalls
These behaviours trigger the most buyer suspicion—and often cost real money.

•	 “We tidy the numbers post-LOI.” 
Translation: the numbers aren’t ready now. Expect a holdback or deeper diligence.

•	 Over-aggressive normalisations 
Adding back a fair-market founder salary doesn’t pass the smell test. Real QoE = real 
salaries.

•	 Policy theatre 
A shiny ISO cert without pen-test logs or vulnerability tracking is worse than no cert at all—
it signals deception.

•	 HMRC arrears (VAT or PAYE) 
Buyers deduct this at completion. Settle these before diligence to avoid unexpected 
purchase-price offsets.

Spend Threshold Approver Oversight

< £5k Department leads None

£5k–£25k COO Notify CFO

> £25k or >3-month term Board vote Formal minute required
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Chapter 9 – Talent, 
Culture & Leadership 
Succession
No matter how strong your EBITDA or how impressive your margins, a services business is 
only as valuable as the people who deliver its work. Every buyer knows this. That’s why,  
in diligence, agency deals inevitably become people deals. Buyers want proof that key staff 
will stay, that culture won’t collapse on integration, and that the founder has already begun 
the long walk to irrelevance.

Key-person risk is not a footnote—it’s a valuation lever. In UK agency M&A over the last five 
years, deals with a defined succession plan, real equity alignment, and documented cultural 
continuity closed faster, with smaller earn-outs and higher upfront multiples. This chapter 
shows how to lock in your people, document your bench, and convert “founder-led” into 
“leadership-driven.”

9.1 �Equity & Phantom 
Schemes – Sharing  
the Upside

i. EMI Share-Option Scheme (If You Qualify)

Enterprise Management Incentives (EMIs) 
are the UK’s most tax-efficient way to align 
and retain talent. They offer employees 
meaningful upside while keeping cash in 
the business—and they signal to buyers that 
your leadership team has literal skin in the 
game.

Standard setup:

•	 Eligibility: UK-based staff, company 
assets < £30m, fewer than 250 full-time 
employees

•	 Pool size: ~10% of fully diluted equity

•	 Strike price: HMRC-approved current 
market value

•	 Vesting: 3-year term with 25% cliff; 
accelerated on exit

•	 Tax treatment: Taxed as a capital gain 
with entrepreneurial relief

ii. Phantom Equity (If Over EMI Limits)

For businesses exceeding EMI caps or with 
international staff, phantom equity replicates 
the economic benefits of options without 
triggering legal ownership or Companies 
House filings.

•	 Vesting structure mirrors EMI

•	 Exit value is paid in cash (linked to notional 
share price)

•	 Protects confidentiality and avoids cap 
table complexity

Buyer view: A well-structured scheme = 
lower flight risk. Combined with modest 
founder rollover, it provides alignment across 
all levels.

9.2 �Competency Matrix & 
Career Pathways

Talent attrition kills momentum, and buyers 
know it. The antidote? Transparent progression 
and documented expectations.

Build a competency matrix for all billable roles. 
For each position, rank technical, commercial, 
and leadership skills on a 1–5 scale. Example:
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Pair this with clearly banded salary ranges and publish in your employee handbook. It 
reduces internal politics, enhances manager-employee reviews, and keeps ambitious talent 
engaged, especially during pre-sale uncertainty.

9.3 Retention Incentives & Stay Interviews
Retention bonuses are no longer post-deal bribes—they’re proactive insurance.

Core mechanisms:

•	 Stay bonuses: 20% of salary, split—half on deal close, half at earn-out midpoint

•	 L&D budget: £1,500 per head, ring-fenced; buyer must honour it in sale agreement

•	 Quarterly stay interviews: HR-led 1:1s to pulse-check concerns and ambitions

Track 12-month attrition as a headline KPI. Sub-12% puts you in the top quartile (UK agency 
median ≈ 19%) and gives buyers confidence in continuity.

9.4 Culture as Transferrable Asset
A strong culture is a hidden moat—but only if you can prove it’s real.

i. Culture Code Deck

Build a simple slide deck that outlines:

•	 Core values and what they look like in action

•	 How decisions are made and meetings are run

•	 How teams celebrate success (e.g. Slack #wins, team shoutouts)

Buyers don’t want platitudes—they want screenshots.

ii. Culture-Collision Radar

Create a radar chart mapping cultural attributes:

•	 Pace

•	 Hierarchy tolerance

•	 Feedback style

•	 Risk appetite

Role Tech Skills Commercial Skills Leadership Skills

Strategist Research frameworks (5) Proposal crafting (4) Team coaching (3)

Account Director Martech stack (3) Negotiation (5) P&L stewardship (4)

Junior Exec GA4 tagging (2) Upsell spotting (2) —
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Score your agency vs the acquirer. Variances > 2 points trigger integration plans (‘preserve’ vs 
‘adapt’ model). This helps buyers visualise cultural friction before it derails integration.

9.5 The 24-Month Succession Plan
Replace ‘founder-led’ with ‘founder-light’ - document it, timeline it, and show your work.

If this roadmap is real and documented, buyers won’t need retention claws in the SPA. KPIs, 
not founders, anchor the earn-out.

Month (Pre-Sale) Milestone Buyer Evidence

T-24
Hire COO; founder drops to 3-day  
ops week

Employment contract,  
org chart

T-18 EMI granted; 1:1s in HR software Options register, HR calendar

T-12
Founder in <30% of new-biz 
meetings

HubSpot attribution,  
call records

T-9
Promote two practice leads to  
‘Heads of’

Website, updated bios

T-6 External NED chairs board
Board minutes,  
Companies House

T-3
Founder title changed to  
Executive Chair

LinkedIn + email signature
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9.6 Key-Person Risk Matrix
Map your talent dependency before the buyer does.

Upload this matrix into the data room. It’s not weakness—it’s transparency. Buyers want to 
see succession in progress, not ignored.

Function Headcount Backup?
Departure 
Impact (1–5)

Mitigation

Paid Media Director 1 ✔ 4 Cross-training + stay bonus

CTO 1 ✘ 5
6-month handover,  
equity top-up

Founder (Sales) 1 ✘ 5
Deputy Doctrine, 30% 
involvement cap
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Chapter 10 - Deal Structures 
& Negotiation Strategies
The headline number is only half the story. How and when you get paid- and what’s buried 
in the Share Purchase Agreement (SPA) can dramatically shift your real outcome. An 8× 
multiple on paper might feel like 5× in the bank if the deal structure isn’t negotiated tightly. 

Whether you’re exiting to a strategic buyer, rolling equity into a PE-backed HoldCo, or 
crafting a hybrid earn-out, understanding the interplay between cash, conditions, and 
caveats is critical. Deal structuring is both a technical and psychological game: it aligns 
interests, sets performance incentives, and manages post-close risk. Miss the detail here, and 
founders often find themselves tied to ambiguous earn-out targets or diluted in a second 
exit they didn’t fully control.

10.1 Anatomy of a UK Agency Deal
Most deals are built from four core components. Understanding the typical ranges helps 
frame what’s negotiable and what’s market standard.

Strategic buyers, such as global networks or listed groups, tend to offer more cash upfront, 
since they have deep balance sheets and integration plans. Private equity buyers, especially 
platform roll-ups, lean heavier on earn-outs and rollover equity to align risk and motivate 
performance across multiple founders.

10.2 Earn-Out Mechanics – Make It Winnable
Earn-outs can either be a value unlock or a valuation trap. They allow buyers to de-risk future 
performance—but if poorly structured, they become unachievable hurdles.

i. KPI Selection

Choose metrics you can influence directly, and insist on tight definitions.

Component Typical Range Purpose

Upfront Cash 50–80% Immediate liquidity; reduces seller risk

Deferred Cash 0–15% Bridges small valuation gaps

Earn-Out 0–40% Incentivises post-close performance

Rollover Equity 0–30% Keeps seller invested in HoldCo upside
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•	 Revenue: Simple to track but blind to 
profitability. Vulnerable to client churn or 
scope compression.

•	 Gross Profit / EBITDA: Better alignment 
with value, but you must watch for 
buyer-imposed overhead allocations that 
artificially suppress earnings.

•	 Client Retention / NPS: Used as downside 
protection by acquirers. If included, these 
should be secondary to a financial KPI and 
clearly defined (e.g. ‘retention’ = revenue 
retained, not number of clients).

Combination metrics often provide balance: 
for example, EBITDA + client retention = 
growth plus quality.

ii. Duration

Typical earn-outs run for 1–3 years. Each 
additional year adds incremental upside, but 
significantly more execution risk.

•	 Shorter earn-outs (12–18 months): 
Focused, aligned, and easier to model.

•	 Longer earn-outs (24–36 months): 
Potentially more lucrative, but more 
exposed to macro shifts, buyer integration 
friction, and staff turnover.

The golden rule: better a 12-month, 30% 
payout you can win than a 36-month, 40% 
earn-out that relies on assumptions outside 
your control.

iii. Tiered Ratchets

Structured earn-outs often include performance 
tiers. This incentivises over-performance while 
protecting against total wipeout.

Super-ratchets are powerful negotiation 
tools. If you believe your agency can 
outperform, use these to shift upside 
back toward the seller. They also offer 
psychological comfort to founders wary of 
capped value.

In summary, make your earn-out winnable: 
define KPIs clearly, push for short durations, 
and structure rewards to reflect exceptional 
performance. The goal is alignment, not 
punishment disguised as incentive.

10.3 �Completion Mechanisms 
– Locked-Box vs. 
Completion Accounts

Once a headline price is agreed, buyers and 
sellers still need to determine how that price 
is finalised. UK agency transactions typically 
use one of two mechanisms: locked-box or 
completion accounts. Each has trade-offs in 
certainty, complexity, and seller exposure.

i. Locked-Box

Under a locked-box structure, the price is 
fixed based on a historical balance sheet, 
often the most recent month-end prior to 
Heads of Terms. From that point onward, 
any “leakage” (e.g. unusual payments to 
the seller) is forbidden unless explicitly 
permitted.

Why founders like it:

•	 Price certainty. No surprises post-
completion.

•	 Faster negotiation. Fewer moving parts 
during diligence.

Buyer concern:

•	 They carry economic risk from the 
locked-box date to completion, so they 
demand tight leakage warranties and 
representations.

Result Payout % of Deferred

< 90% of target 0%

90–100% of target 50%

100–120% of target 100%

> 120% of target 150% (super-ratchet)
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Best for:

Agencies with stable working capital, clean 
books, and low risk of fluctuation. Digital, 
retainer-heavy, or SaaS-adjacent firms often 
qualify.

ii.Completion Accounts

Here, the final price is calculated post-
completion, based on actual cash, debt, 
and working capital at the close date. 
Adjustments are made via a closing balance 
sheet, sometimes weeks after the deal 
completes.

Why buyers like it:

•	 More accurate. Reflects real-time data, 
especially where working capital is lumpy 
or project-driven.

•	 Risk-managed. They only pay for what’s 
really there.

Founder risk:

•	 Price chips post-close. Misjudged 
WIP, delayed invoices, or aggressive 
debtor recognition can all reduce final 
consideration.

•	 Time and cost. Adds friction to the close 
timeline.

Best for:

Project-based agencies, dev shops, or firms 
with seasonal or volatile revenue patterns.

Negotiation tip: If your books are clean 
and working capital stable, push hard for a 
locked-box. It avoids drawn-out disputes and 
protects headline value.

10.4 �Rollover Equity – 
Riding the Second Exit

Rollover equity is a common feature in PE-
led deals, especially in roll-up platforms or 
growth equity transactions. Rather than 
receiving 100% of the consideration in cash, 
the founder reinvests a portion (typically 
15–30%) into the acquiring HoldCo.

Why it exists:

Buyers want skin in the game. Rollover aligns 
founder incentives with long-term value 
creation—especially in businesses that aim to 
scale and sell again.

But: Founders must understand what they’re 
buying into. Not all equity is created equal.

Key Terms to Negotiate

•	 Tag-along and drag-along rights: 
Ensure you can exit when the majority 
does, but cannot be dragged into a sub-
market or unfair sale. Push for a 75% 
threshold, not a simple majority.

•	 Anti-dilution protection: 
Prevent your share from being diluted by 
future capital raises unless proportionally 
compensated. Look for weighted-average 
or full-ratchet mechanisms.

•	 Pari passu rights: 
Your rollover equity should sit on the 
same level as the buyer’s equity in 
a liquidation or exit scenario—not 
subordinate. This is essential to avoid 
being wiped out if the platform is 
restructured.

•	 Liquidity horizon: 
Ask for a roadmap. Is this a 3-year build-
to-sell or a 7-year hold? Without a clear 
exit event, your rollover may stay illiquid 
indefinitely.

Final point: Rollover can multiply your total 
exit—but only if the second exit happens and 
terms are fair. Ask for the cap table, HoldCo 
valuation, and growth plan before agreeing.
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10.5 �Non-Compete & Leaver Terms
Buyers will include restrictive covenants in every deal to prevent founders from competing, 
poaching staff, or undermining the business post-sale. While normal, these clauses are 
negotiable—and critical to get right.

i.Typical Clauses and Red Flags

What to watch for:

•	 Overreach on geography: If your agency operates only in the UK, a global restriction is 
excessive. Tailor it to relevant markets.

•	 Excessive duration: Courts may not enforce overly long restrictions, but they can delay or 
chill your post-exit plans. Cap at 24–36 months unless you’re getting full earn-out value for 
longer terms.

•	 Vague leaver definitions: If your rollover or deferred consideration is tied to good leaver’ 
status, make sure it’s crystal clear what qualifies. Otherwise, buyers may find reasons to 
label you a “bad leaver” and withhold payment.

ii. Garden Leave as a Middle Ground

If the buyer wants you involved post-sale, consider offering a part-time advisory role or a 
‘garden-leave plus consulting’ structure. This provides continuity without locking you into a 
full-time job. It also sends a positive signal to buyers that you’ll support the transition without 
stifling your own next chapter.

10.6 �Negotiation Timeline –  
The Real Clock Starts Before the Clock

Deal timelines often look clean on a slide, but in reality, each phase contains traps and 
turning points. Understanding what to lock in, and when, can make or break the final terms.

•	 Day 0 – Offer Received: This is when the clock starts. Benchmark the offer not just on 
price, but on structure. How much is cash? What’s earn-out? Is there rollover equity? 
Compare sector norms, and identify weak spots early.

•	 Day 7 – Term Sheet Negotiation: This is your first leverage point. It’s critical to define KPIs 
if there’s an earn-out, push for a locked-box structure (if your accounts are clean), and start 
shaping clauses like drag-along thresholds or non-competes before the buyer’s lawyers do.

Clause Market Norm Red Flag Ask

Scope Country/Region Global (overly broad)

Duration 2–3 years 5+ years (unreasonable)

Good Leaver Death, disability, buyer default Ambiguous “at buyer’s discretion”
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•	 Day 30 – Heads of Terms Signed: Once 
signed, momentum kicks in. Launch the 
virtual data room (VDR), share access 
with advisors, and prepare internal and 
client communication plans. The buyer’s 
diligence machine begins here.

•	 Day 60 – Midpoint of Diligence: By now, 
most data requests will be complete and 
SPA drafts will be in circulation. This is 
where you get the first look at how your 
agreed commercial terms are being 
translated into legal documents—often 
not as you intended. Begin pushing back 
on unfavourable clauses.

•	 Day 75 – Final SPA Negotiations: Time 
to refine mechanics. If your business is 
outperforming, now is when to argue 
for a super-ratchet on the earn-out. 
Secure anti-dilution protections on any 
rollover equity. Clarify any ambiguous KPI 
language or WC pegs.

•	 Day 90 – Completion: Final signatures, 
deal announcement, and internal 
comms rollout. It feels like the end, but if 
there’s an earn-out or rollover, this is only 
halftime. Start tracking post-deal targets 
immediately.

Timing is tight. The key to surviving this 
process is to anticipate, not react. The most 
successful sellers know what they want from 
each stage before it arrives.

10.7 �Value-Protecting 
Clauses – Where the 
Real Economics Hide

Even after the multiple is agreed, the SPA 
can move millions if the right clauses aren’t 
in place. Here are four critical protections 
every seller should understand and fight for:

•	 Leakage Warranty (Locked-Box Deals):  
In a locked-box structure, the purchase 
price is fixed at a past balance sheet 
date. This clause prevents the seller 
from extracting value (like bonuses 
or dividends) between that date and 
completion. Negotiate clearly what 
constitutes ‘permitted leakage’ to  
avoid disputes.

•	 Working Capital Peg (Completion 
Accounts): For deals with completion 
accounts, the buyer sets a target level of 
working capital (WC). Deviations post-
close adjust the final price. Peg it to the 
average of the last six months to prevent 
the buyer lowballing your balance sheet.

•	 MAC Clause (Material Adverse Change): 
Buyers will push for a MAC clause that 
allows them to walk if something material 
changes. Insist it excludes subjective 
triggers like the loss of one client or a 
revenue dip. Narrow it to industry-wide or 
macro events only.

•	 Dispute Clause: If disagreements arise, 
you need a fast path to resolution. Bind 
arbitration timelines to a 30-day window, 
and specify an independent accountant 
or the London Court of International 
Arbitration to avoid legal sprawl.

These clauses often feel buried, but they are 
the valves that control deal certainty and 
final cash flow. Treat them like economic 
terms—not legal afterthoughts.
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10.8 �Exit Alternatives – 
Showing Optionality, 
Not Just Optimism

Buyers love optionality. Including different 
exit scenarios in your Information 
Memorandum (IM) doesn’t weaken your 
hand, it strengthens it. It signals strategic 
intent and maturity. Here are the three most 
common founder paths, with trade-offs:

•	 ESOP / MBO: A management buy-out 
funded via vendor loans or minority 
investment. You retain the brand and 
control succession on your terms. 
Downsides: lower headline price, slower 
liquidity, and often debt on your own 
balance sheet.

•	 Minority PE Stake: Sell 20–40% now, keep 
control, and stay in for a second bite. Pros: 
partial de-risking, room for upside. Cons: 
the second exit can be years away and you 
may lose leverage in future negotiations.

•	 Full Exit, No Rollover: Walk away cleanly 
in 1–3 years, with a structured earn-out. 
Works best if you’ve already shifted 
operational dependence off the founder. 
Risk: if you miss earn-out KPIs, you leave 
value on the table.

Mentioning these routes, even if you have a 
preferred one, gives buyers the sense that 
they are negotiating with a sophisticated 
seller, not a desperate one.

10.9 �Common Founder 
Mistakes – And How  
to Avoid Them

Even seasoned founders make errors 
during the exit journey. Here are the most 
frequent—and most costly:

•	 No GAAP-to-IFRS Reconciliation:  
UK buyers, especially PE-backed ones, 
evaluate accounts using IFRS standards. 
If you haven’t translated your financials, 
you risk a price cut late in the process. 
Solution: Run a Quality of Earnings report 
six months early with IFRS adjustments 
built in.

•	 Over-optimistic Earn-Out KPIs: 
Agreeing to stretch targets you can’t 
control,especially under buyer influence, 
means you’ll likely miss them. Solution: 
Model base, bear, and bull cases. 
Negotiate to the midpoint, not the dream.

•	 Ignoring Debt-Like Items: Hidden 
liabilities like VAT arrears, payroll taxes, or 
long-term contractor notice clauses will 
emerge during diligence—and result in a 
purchase price reduction. Solution: settle 
or disclose early.

•	 51% Drag-Along Clause in Rollover: If you 
accept minority equity in a HoldCo, and 
drag-along rights are triggered at 51%, you 
can be forced out at a down-round or less 
favourable exit. Solution: Demand a 75% 
drag threshold minimum.

These issues aren’t just technical, they’re 
value traps. Fixing them pre-deal can 
preserve seven figures of exit value and 
reduce friction when it matters most.
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Chapter 11 –  
Closing Thoughts
Selling an agency is never just about spreadsheets or slide decks. It’s a culmination of years of 
risk-taking, relationship-building, team-growing, and vision-holding. The aim of this guide has 
been to demystify the journey from ambition to acquisition—and to turn the abstract concept 
of ‘enterprise value’ into a set of clear, actionable levers that any agency owner can pull.

If you’ve made it this far, you already know this much: exit value isn’t a last-minute 
negotiation. It’s the compound interest of hundreds of decision made quarters, sometimes 
years, before a buyer ever walks into the room.

10 �Key Takeaways from the Exit Guide
1.	� Enterprise Value = Free Cash Flow × (1 – Perceived Risk) Value isn’t just revenue.  

It’s repeatable, high-margin revenue minus risk signals. Buyers pay for confidence,  
not headlines.

2.	� The Three Valuation Levers Growth, Earnings Quality, and Risk. All three must be in 
balance. No single metric can rescue underperformance on the others.

3.	� Governance is a Value Driver Board packs, KPIs, and policy libraries aren’t admin.  
They’re trust accelerators.

4.	� Client Concentration is a Deal Killer No buyer will pay full price for a business propped  
up by one or two key accounts.

5.	� Culture and Succession Aren’t Soft Factors They’re the foundations that determine 
whether post-close integration succeeds or stalls.

6.	� Rollover Equity Can Outperform Headline Price But only if drag-along, dilution, and 
liquidation terms are expertly negotiated.

7.	� Cyber Hygiene, DEI, and ESG Matter are no longer optional. Buyers—especially PE and 
public groups—are under pressure to demonstrate readiness on all fronts.

8.	� Process Matters Readiness assessments, mock QoE, war-room dashboards, and clean data 
rooms turn diligence from a gamble into a green light.

9.	� Integration Is the Second Half of the Deal Closing day is only halftime. Post-deal value 
depends on systems, people, and clients staying aligned.

10.	�Stories Sell. Systems Scale. Dashboards Defend. Run your business in a way that tells a 
compelling story, can scale without heroics, and is probably on track—and buyers will pay 
more, sooner, and with less held back.
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How Scaled Consulting Can Help
At Scaled Consulting (scaled.co.uk), we’ve built, bought, and sold agencies. We’ve lived  
this process from both sides of the table. We know exactly what it takes to turn a strong 
agency into a great exit and we work as a NED for many looking to build up to and  
maximise sale value.

Here’s how we help agency founders like you:
•	 Enterprise Value Readiness Audit  

We benchmark your current metrics against buyer expectations and provide a colour-coded 
dashboard highlighting priority fixes.

•	 12-Month EV Transformation Plan From revenue mix to pipeline discipline, we design and 
implement the changes that move your multiple—not just your margin.

•	 Exit-Ready Governance Infrastructure We help implement dashboards, policy libraries,  
KPI frameworks and board pack routines that make your business diligence-ready.

•	 Founder Succession & Culture Transfer Plans Whether you’re preparing for a full exit or just 
reducing your operational footprint, we help you build the bench and processes that make 
your exit sustainable.

•	 Legal, Financial & IP Clean-Up Sprints We quarterback the 90-day operational and legal 
tidy-up that stops deals from collapsing at the finish line.

•	 Negotiation Support & Deal Structuring We help you navigate term sheets, structure 
rollover equity intelligently, and protect what matters most: the value you’ve created.

•	 Integration & Earn-Out Planning We don’t disappear after completion. We help manage 
the first 100 days to maximise earn-out triggers and protect culture.

Final Word
A premium exit isn’t about luck. It’s about preparation, positioning, and precision.  
Most agency founders underestimate how much value can be unlocked, or lost, before the  
IM ever goes out.

The best time to start exit planning was 18 months ago. The second-best time is today.

Let’s build a business that buyers don’t just want to acquire, but one they’ll pay a  
premium to own.

Visit scaled.co.uk to start your journey toward a better, smarter, more valuable exit.
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Enterprise Value 
Optimisation Levers
Category Optimisation Lever

Revenue Composition Project / One time -> Recurring

Net Revenue Scale <£3M -> >£11M

Net Revenue Growth Rate (YoY) <10% -> >50%

Net Revenue Margin <30% -> >40%

Net Revenue Margin Trend Compressing -> Increasing

EBITDA Margin <0% -> >20%

Net Revenue Retention <90% -> >105%

Gross Revenue Retention <75% -> >90%

Logo Retention / Churn <70% -> >90%

Employee Retention >25% -> <10%

Top 5 Client Concentration >60% -> <20%

Revenue Visibility / Pipeline Minimal Coverage -> Excessive Coverage

Market Position < Top 10 -> Top 3

Market Size Niche -> Massive

Client Types Single Sector -> Sector Agnostic

Tech Capabilities Minimal / Third-Party -> Proprietary

Data Capabilities Commodity -> Proprietary

Service Offering Campaign Execution -> End-To-End

Platform Focus Single Platform Focus -> Platform Agnostic

Geography / Language Focus Single Locale / Language -> Multi Locale / Language

Scalability Cost Heavy -> Agile

Competitive Differentiators Short-lived, Minimal -> Long Term, Sustainable

Management Team Less Experienced -> Strong, Experienced

Potential Buyer Universe Limited, One Sector -> Broad, Multiple Sectors

Market Environment Poor -> Strong

The Right Advisor Limited Experience -> Relevant Experience
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