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METHODOLOGY
In Q4 2016, Mergermarket surveyed 50 senior global executives  

in order to better understand their strategy and views regarding M&A 

sell-side due diligence. Respondents were split geographically across 

the US (33%), Western Europe (33%), and Asia-Pacific (33%), as well 

as divided among corporates (40%) and financial advisors (60%).
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FOREWORD

The instance of sell-side due diligence has grown in recent years 
as both buyers and sellers recognize the value in this process. 
Reviewing your business’ financial, organizational and tax positions 
and compliance in the early stages of going to market allows ample 
time for remediation of any uncovered issues, which can maximize 
the transaction value and speed up the sale process. Companies 
who undertake these sell-side due diligence reviews before going to 
market have a much better chance of impressing buyers, increasing 
their sale price and reducing the potential for delays or incidents 
during a transaction. 

Donnelley Financial Solutions, in conjunction with Mergermarket,  
is pleased to present the Due diligence roapmap: Optimizing the sell-
side, the third edition in a series. The report will look at how companies 
are doing on the sell-side to smooth over transactions, from preparing 
their company for sale through to finding buyers and lifting value.

Key findings include:

• Companies are starting sell-side due diligence early. Seventy-two 
percent say that their due diligence begins either once a decision 
has been made to sell the company or when the Confidential 
Information Memorandum is being drafted.

• Tax issues are a priority.  It should be no surprise in the uncertain 
and changing tax environment that the tax situation of a company  
is the main priority during sell-side due diligence. Some 32% named  
it as the number one or two priority – followed closely by intra-
company transactions at 26%.

• Carrying out sell-side due diligence can increase the value of  
a sale. Some 40% of those surveyed said that the most important 
benefit of carrying out sell-side diligence is the early identification 
of value critical issues. Indeed, 50% also stated a more controlled 
sale process and less disruption to the sale process as their first or 
second most important benefit. This suggests that companies are 
seeing this step as a tool for increasing the sale price, value  
and speed of the transaction.

Companies who 
undertake these 
sell-side due 
diligence reviews 
... have a much 
better chance  
of impressing 
buyers ...

Due Diligence Roadmap: Optimizing the sell-side
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of the asset being sold (44%). Nearly a third (32%) 
said they skipped the process at times because 
some buyers don’t trust the results. And one-fifth 
(20%) said the extra step may slow down the sale –  
a critical factor in the ultra-fast world of modern M&A.

The diverse approaches to sell-side diligence 
provide insight into different parties’ priorities and 
obligations in the deal process. For example, one 
managing director at a bulge-bracket European 
bank said they undertake sell-side diligence in only 
21-40% of deals, explaining that most buyers do not 
give credence to the information. In sharp contrast 
is a managing director at a boutique US investment 
bank that specializes in the energy sector, who said 
they perform sell-side diligence in 81-100% of deals 
because they feel it is their responsibility to sellers 
as part of the job they do.

On the corporate side, the CFO of a UK-based 
industrials firm said they conduct sell-side diligence 
in 61-80% of sales since it helps attract buyers and 
“enhances” the sale process. “It reduces the time 
required to carry out the deal and gives us greater 
control,” he said.

The prevalence of sell-side diligence is roughly  
in line with the proportion of buyers who are 

Acquirers would never think of signing closing 
documents on a purchase without performing 
thorough due diligence. And yet on the sell-side, 
the process is still considered optional – and, 
therefore, has less light shined on it than buy-side 
investigations do. What are the key reasons for 
using sell-side diligence? When is it appropriate  
and when is it not? And, most importantly, what  
are its primary benefits?

Our survey indicates that sell-side due diligence 
was conducted in roughly 63% of all sale processes 
carried out by respondents, showing that while it 
has become widespread, it is still far from universal. 
Exactly one-fifth of our respondents (20%) said 
they perform a sell-side diligence in 81-100% 
of their sales; 40% of respondents said they do 
so in 61-80% of deals; and the remaining 40% 
said they undergo the analysis in 21-60% of M&A 
transactions. In the first 10 months of 2016, there 
were 13,980 M&A deals worldwide; extrapolating 
from our survey data, around 9,000 deals likely had 
a sell-side diligence performed.

Respondents cited a variety of reasons for not 
performing sell-side diligence in certain cases, but 
the most common explanation was that the extra 
expense was not worth the cost relative to the size  

PART ONE: 

A VALUE PROPOSITION

21-40%

14%

41-60%

26%

61-80%

40%

81-100%

20%

IN WHAT PERCENTAGE OF SALES THAT YOU UNDERTAKE DO YOU CARRY OUT SELL-SIDE DUE DILIGENCE?

“It reduces the 
time required 
to carry out the 
deal and gives us 
greater control.”
CFO, UK-based

industrials firm
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Why would you not undertake  
sell-side due diligence?  
(Please select most important)

Certain types  
of buyers do  
not trust results

32%

Not sufficient 
internal 
resources to 
dedicate to  
the process

4%

44%
Extra expense 
not worth cost 

relative to  
size of asset 

being sold

20% Extra step may 
slow down sale

Due Diligence Roadmap: Optimizing the sell-side
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TO WHAT EXTENT DO YOU 
THINK BUYERS ARE WILLING 
TO RELY ON VENDOR  
DUE DILIGENCE?

34%
To a great extent -   
the need for buyer  

due diligence is  
greatly reduced 

 

52%
To a moderate extent -  

 the need for buyer  
due diligence is  

moderately reduced 
 

“With the help 
of sell-side due 
diligence, critical 
issues can be 
identified at an early 
stage and can be 
resolved on time.”
Finance director,  
Dutch chemical company
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willing to rely on the analyses, according to our 
respondents. More than a third (34%) said buyers 
are prepared to rely on the sell-side information 
to a “great” extent, while over half (52%) said they 
were willing to do so to a “moderate” extent. One 
issue noted by a managing partner at a boutique 
European investment bank specializing in the 
healthcare sector is that some businesses have 
specific parameters they are looking for that may 
not be included in the sell-side investigation. “When 
dealing with these buyers, carrying out a sell-side 
due diligence in advance is a waste of resources 
and time,” the managing partner said.

KNOW THYSELF
Sell-side due diligence plays two key roles 
simultaneously: 1) providing potential buyers with 
more detailed information about the company and 
2) giving the seller insights into their business and 
financials. In our survey, the greatest number of 
respondents (40%) indicated that the latter purpose 
– early identification of value-critical issues – is in 
fact the most important benefit of undertaking sell-
side diligence.

Academic research findings help explain the reason 
for this widespread opinion. A 2012 paper by UC-
Davis Graduate School of Management professor 
Hollis Ashbaugh-Skaife indicates that low-quality 
financial reporting correlated with a higher rate of 
deal cancellation, increasing the failure rate by more 
than 9%.1  The quality and structure of a company’s 
accounting practices is one of the main focal points 
of a sell-side due diligence, making it possible to 
catch potentially influential miscalculations. As 
a finance director at a Dutch chemical company 
noted, “With the help of sell-side due diligence, 
critical issues can be identified at an early stage 
and can be resolved on time.”

Other major benefits cited by respondents included 
a more controlled sale process (26% called this 

1 https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1823727 

14%
To a low extent -   

the need for buyer  
due diligence is  
slightly reduced 

 

Due Diligence Roadmap: Optimizing the sell-side
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Especially for companies that want to be aggressive 
in their sale strategy, diligence can make a crucial 
difference to both of these parts of a deal.

When it comes to price, the largest proportion  
of respondents (46%) said the most important way 
that sell-side diligence can enhance valuation is  
by attracting a greater range of buyers and 
increasing competition for the asset. “Performing 
a sell-side due diligence makes it much simpler 
to get buyers,” said a director for strategy at 
a European insurance company that last year 
made a US$1bn+ divestiture. “It is both easier to 
approach different buyers, and buyers show more 
interest when this process has been carried out.”

Other survey participants said diligence is needed 
most to identify adjustments that positively impact 
earnings (24%) and minimize buyer negotiations 
after the letter of intent (18%). According to one 
managing director at a London-based investment 
bank focused on the renewable energy sector, 
sell-side diligence helps optimize the negotiation 
process and “get a higher amount in the deal.”

The top benefits cited when it comes to diligence’s 
role in enhancing the timing of a deal were the 
improved accuracy of historical and projected 
financial information (34%) and the fact that risks and 
potential surprises are addressed early on (28%). 
These benefits are especially critical when a company 
is selling an asset or its entire business for the first 
time, since it may not foresee all the elements that will 
be scrutinized closely by potential buyers.

By investigating one’s own accounting early on,  
a seller has the opportunity to pre-emptively fix  
any major issues before letting buyers examine 
them, said a managing director at a major European 
investment bank. “Sell-side due diligence can 
improve the deal timing as it gives the seller time  
to look over its financial information and statements, 
so that it can improve the accuracy of their 
information,” the MD said.

most important); improved certainty over pricing 
(16%); and greater control over the timing of the sale 
(10%). A partner at a US investment bank that has 
advised on deals worth more than US$150bn in 2016 
noted: “The most important benefit of adopting sell-
side due diligence is gaining greater control over the 
timing of a sale, since the report helps to understand 
the company in the context of the current market 
situation. Moreover, because all the drawbacks and 
benefits of a company are investigated in advance, 
the seller has an upper hand in the deal process.”

ENHANCING OPTIONALITY
Sell-side due diligence is focused on improving 
two aspects of a transaction: price and timing. 

Improve 
confidentially

(as buyer
requires

less access)

Improved
credibility
of sales

memorandum

Greater control
over timing

of sale

Improved
certainty

over pricing

More controlled
sale process/
less disruption
to underlying

business

Early identification
of value

critical issues

40%

12%

6%

26%

24%

22%

16%

20%

12%

10%

30%

12%

6% 6%

18%

2%

8%

28%

1 2 3

WHAT ARE THE MOST IMPORTANT BENEFITS OF UNDERTAKING SELL-SIDE  
DUE DILIGENCE? (PLEASE RANK TOP THREE)

 46%
of respondents said 

sell-side diligence can 
enhance valuation by 

increasing competition 
for the asset
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2 http://blogs.wsj.com/moneybeat/2016/11/07/big-deals-beget-big-merger-contracts/ 

One-fifth of respondents (20%) said the diligence 
document provides an objective view of the 
business, making for less back-and-forth during 
the negotiation process. Eighteen percent said it 
makes more in-depth information available at an 
earlier stage. These time savings can be critical 
as the complexity of the M&A process continues 
to grow with every passing year. (For example, the 
average length of an M&A contract has increased 
from around 17,000 words in 1994 to almost 
45,000 in 2014, according to recent research  
by Harvard Law School professor John Coates2.)

“It is both easier 
to approach 
different buyers, 
and buyers show 
more interest when 
this process has been  
carried out.”
Director, European 
insurance company
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Identifying adjustments
that positively

 impact earnings

Attract greater
range of buyers
and increase
competition

46%

Minimizing
buyer

negotiations
after the

letter of intent

18%

24%

Maximizing after-tax
proceeds by identifying
optimal deal structure

12%

Objective view of
the business means
less back-and-forth

Risks and
potential surprises
addressed early on

28%

More in-depth
information
available at

earlier stage

18%
20%

Improved accuracy
of historical and

projected financial
information

34%

WHAT DO YOU THINK IS THE MOST 
IMPORTANT WAY THAT SELL-SIDE DUE 
DILIGENCE CAN ENHANCE DEAL PRICE? 

WHAT DO YOU THINK IS THE MOST 
IMPORTANT WAY THAT SELL-SIDE DUE 
DILIGENCE CAN ENHANCE TIMING  
OF A DEAL?



PART TWO: 

NAVIGATING DUE DILIGENCE

In September 2015, pipeline operators Energy 
Transfer Equity (ETE) and Williams announced 
they would merge to form a company worth close 
to US$33bn, creating one of five largest energy 
companies in the world. The two firms celebrated 
the cost savings generated by the deal as crucial  
to their futures.

But then, after a drop in the oil price, ETE decided it 
didn’t want to go through with the merger. And it had 
a way out: due to a standard clause in the merger 
agreement, ETE could back out if its tax lawyer 
contended that the transaction would not be tax-
free. In June 2016, ETE terminated the deal using 
this justification.

The failed ETE-Williams tie-up points to the outsized 
importance of a deal’s tax implications and a 
target’s tax situation when evaluating the value of 
the transaction. It should, therefore, come as no 
surprise that the largest proportion of respondents 

1 2 3

Inventory costing

Future capex requirements

Unrecorded accruals

Assumptions in
company forecasts

Revenue recognition

Allocated costs/shared services

Quality of earnings and
non-recurring items

Cost structure for fixed
vs. variable costs

Intra-company transactions

Tax situation 26%

18%

14%

12%

8%

8%

6%

4%

6% 14%

24% 8%

10% 4%

6% 10%

8% 6%

16%

10% 10%

20% 18%

8%

6% 12%

2%

2%

2%

2%

WHICH FINANCIAL ASPECTS WOULD YOU PRIORITIZE DURING SELL-SIDE 
DUE DILIGENCE? (PLEASE SELECT TOP THREE AND RANK THEM 1-2-3)
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(26%) named taxes as the top financial issue to 
prioritize during sell-side due diligence. 

One of the most difficult aspects of understanding 
a target’s tax situation is accounting for future 
events that could affect the amount a company 
will need to pay in tax, said a director of strategy 
at a major Asian chemical firm. “The tax situation 
has to be known and studied because there is a 
chance that once the deal goes through, there 
will be changes [in state policy], and paying higher 
taxes can impact the profits to a large extent,” the 
strategy director said.

Besides tax details, respondents identified intra-
company transactions (18%) and the cost structure 
for fixed vs. variable costs (14%) as the most vital 
areas on which to focus a sell-side diligence. A 
managing director at a Scandinavian investment 
bank noted that a company’s cost structure 
must be scrutinized closely because it reveals 
fundamental details about a target’s business. 
“This provides you a better understanding of where 
the main costs are allotted – to which product 
lines, which customer segments, divisions, and 
even geographic regions,” he said. “If these 
financial matters are not considered, they may be 
risks later on.”

BEYOND THE FINANCIALS
The core of any sell-side diligence is a company’s 
accounting figures. But key signs of corporate 
health – or disorder – can also be found outside 
the financials. Among these elements, the 
greatest number of respondents (30%) deemed 
material contracts and customer concentration to 
be critical, while 20% said employees and culture 
were most important.

A partner at a boutique global advisory firm said 
they took a fine-toothed comb to a company’s 
material contracts on the sell-side in order to 
optimize the deal price. “We enhance value by 
looking at the customer concentration and the 1 2 3

Intellectual property

Litigation issues

Condition of real estate
and physical assets

Compliance

Competitive position in the market

Products and service lines

Customer references/feedback

Employees and culture

Material contracts
customer concentration 30%

20%

16%

10% 8% 14%

8%

4%

4%

8% 14%

22% 8% 8%

8% 6%

14%

8% 6%

16%

16% 22% 22%

12%
18%

22% 8%

6% 12%

2%

2%

2%

OTHER THAN THE FINANCIALS, WHICH AREAS WOULD YOU PRIORITIZE 
DURING SELL-SIDE DUE DILIGENCE? (PLEASE RANK TOP THREE) 

Due Diligence Roadmap: Optimizing the sell-side
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contracts they have been in, as well as how a firm 
stacks up against its competitors,” he said. Making 
sure the company has no litigation problems is also 
important to help carry out the deal efficiently, the 
partner added.

Respondents also indicated a broad consensus 
that corporate culture is an X-factor. This is evident 
from infamous deals of the past that failed in part 
due to culture clashes, such as Sprint’s US$35bn 
acquisition of Nextel in 2005. Sprint had a more 
formal culture driven by performance numbers 
and top-down control, while Nextel had a more 
flexible and enterprising work culture. The stark 
differences contributed to disagreements between 
the management teams and just three years later, 
Sprint wrote down 80% of Nextel’s value.3 

Personnel surveys at the selling company can 
be a useful way to investigate a firm’s corporate 
culture, suggested a managing director at a US 
bank with an energy sector focus. “Employee 
satisfaction and the work culture at a company 
helps to paint an overall picture of the business,” 
the managing director said. “The firm’s efficiency 
can also be understood with the help of customer 
feedback and references. Customers are often 
the people who can provide the most genuine and 
accurate information about how the firm has been 
performing. The feedback is never biased.”

PE VS. CORPORATE
When it comes to the relative importance of 
sell-side diligence for private equity vs. corporate 
acquirers, four in ten (40%) said it is more valued 
on the PE side, while only 22% said corporates 
get more use out of it. The remaining respondents 
(38%) said there is no difference in importance for 
the two buyer types.

Some explanation for respondents’ opinions can 
be found in the nature of private equity in the 

modern age. PE firms have proliferated in recent 
years – in Q3 2016, a record 1,807 funds were in 
the market seeking capital, while dry powder also 
stood at an all-time high of US$839bn. As a result, 
it is becoming increasingly challenging for funds 
to source worthwhile deals.

This makes having a sell-side due diligence available 
a potentially valuable time savings. “PE firms always 
have multiple targets, and for them a concrete and 

Do you see sell-side due diligence  
as more important for trade or  
PE buyers?

More important  
for trade buyers

22%

40% More important  
for PE buyers

38%
No difference

3 http://mba.americaeconomia.com/sites/mba.americaeconomia.com/files/paper_2.pdf 

“Employee 
satisfaction and 
the work culture  
of a company 
helps to paint  
an overall picture 
of the business.”
Managing director,  
US-based bank
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high-end due diligence on all the targets is a long 
and costly affair,” said the CFO of a major aluminum 
manufacturer. “So these sell-side due diligence 
reports are a big help for them. PE companies 
depend more on sell-side due diligence, as it makes 
the process of investing simpler for them and helps 
them understand more quickly how a target could be 
integrated into their portfolio.”

Just as PE firms are usually targeting multiple 
businesses at once, sellers usually have a number 
of suitors in an auction. Is it worth it for the seller to 
customize the sell-side diligence report for each 
possible buyer?

Our respondents are split almost equally on this 
point: 52% said they are likely to tailor the diligence 
for each individual acquirer, while 48% said they 
are unlikely to do so. Some who said they are likely 
to customize the report said this can ultimately 
increase the potential buyer base and therefore 
the acquisition price. “We do change and tailor our 
sell-side due diligence report to make sure we can 
cater to the needs of different buyers,” said the head 
of M&A legal affairs at an Italian energy company. 
“Using these reports, we can attract competitors and 
help increase the valuation of our assets.”

On the flip side, respondents who do not favor 
personalizing the reports pointed out that it can be 
a waste of resources. “We carry out a complete due 
diligence that covers all aspects of the business – we 
do not tailor it for any one buyer,” said a director of 
corporate development at an Australian corporate 
that has done deals worth a total of more than 
US$5bn in the last two years. “It increases costs and 
does not always guarantee a higher return.”

THE RIGHT TIMING…
The question of when to start the sell-side diligence 
process proved to be controversial among our 
respondents, with three answers gaining support: 
42% said it is best to start when drafting the 
Confidential Information Memorandum (CIM), 30% 

If you’re running a process with more than one buyer,  
are you likely to tailor your sell-side due diligence report  
for each individual buyer?

52%

Yes

48%

No

Due Diligence Roadmap: Optimizing the sell-side
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said when a decision to sell is reached, and 26% 
said only during the negotiation process.

The main point of consensus was the notion that 
sell-side diligence should begin early, allowing a 
business to make important changes to mitigate 
any risks or oversights that are identified. However, 
survey participants largely disagreed on just 
how much time is sufficient, and what sorts of 
protections are needed during the process.

At what point would  
you usually start sell-
side due diligence?

42%
When drafting the 

Confidential Information 
Memorandum (CIM)

30%
When a decision  
to sell is reached

26%
During negotiations

2%
When the buyer  

approaches

Internal due diligence team

88%

Legal advisors

72%

Strategic consultants

62%

Third-party due diligence firm

82%

Financial advisors

72%

Senior management

54%

Board members

20%

14

WHAT ARE THE MOST IMPORTANT THINGS 
DEALMAKERS CAN USE TO MITIGATE 
CONFIDENTIALITY RISKS DURING THE DUE 
DILIGENCE PROCESS? (SELECT UP TO TWO)

4 http://www.bloomberg.com/news/articles/2016-08-17/ 
 ex-perella-weinberg-banker-stewart-convicted-in-insider-scheme 



One M&A executive at a European corporate that 
has made more than five deals in 2016 said they 
always wait until after the CIM is complete, to guard 
against data theft. “We are very careful to start 
the sell-side due diligence only after signing the 
confidentiality memorandum – without this, we 
would be exposed to the risks of our information 
getting leaked,” the executive said. “It also helps 
us take legal action against anyone who leaks the 
information, and this is an important tool in keeping 
information secure.”

…AND THE RIGHT TEAM
Sellers also must determine who should be part of 
the team carrying out the sell-side due diligence 
process – which must be balanced against the ever-
present priority of maintaining corporate operations. 
Our results indicate that most sellers rely heavily 
on third-party firms to conduct the investigation. 
Eighty-two percent of respondents said they 
used such a vendor in their last sell-side process, 
together with an internal team (88%) that works 
hand-in-hand with them. In terms of importance, by 
far the biggest group of respondents (50%) argued 
that the internal diligence team plays the most vital 
role, followed by the third-party firm (20%), strategic 
consultants (10%), and financial advisors (10%).

KEEPING A SECRET
Confidentiality is famously important in M&A 
deals, due to the significant risks involved in losing 
sensitive information or having a transaction leak. 
In August 2016, for example, a former Perella 
Weinberg Partners banker was convicted of tipping 
off his father about five healthcare mergers, 
information that was then use for trading. The 
charges brought against the banker carried a 
sentence of up to 20 years in prison.4  Thankfully, 
there are time-tested methods to contain leaks 
as much as possible. These include the use of 
confidentiality agreements, deemed the most 
important step by 36% of respondents, and the use 
of a secure online data room, cited by 24% as the 
most critical.

Due Diligence Roadmap: Optimizing the sell-side
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IN YOUR EXPERIENCE, WHICH MEMBERS OF A SELL-SIDE DUE DILIGENCE 
TEAM TYPICALLY HAVE THE MOST VITAL ROLE? (PLEASE RANK TOP THREE)

WHAT ARE THE MOST IMPORTANT THINGS DEALMAKERS CAN USE TO 
MITIGATE CONFIDENTIALITY RISKS DURING SELL-SIDE DUE DILIGENCE? 
(PLEASE RANK TOP TWO)

Senior
management

Board members

Legal advisors

Financial advisors

Strategic
consultants

Third-party due
diligence firm

Internal due
diligence team

1 2 3

50%

20%

10% 6% 10%

10%

6% 16% 16%

4%

16% 12%

14% 20%

10% 38%

36%

2%

2%

2%

Keeping number
of involved parties

down to a minimum

Use of secure online
data room

Use of a pre-deal
clean team

Use of confidentiality
agreements

1 2

22%36%

24%

24%

16% 44%

24%

10%



Our survey indicated that sellers conduct a vendor 
due diligence in about two-thirds of sales, and 
one reason they gave for not always conducting 
one is that certain buyers do not trust the results. 
Are there particular types of acquirers that are 
especially skeptical of sell-side diligence reports?

I think one determining factor is geography. In 
Europe, sellers generally provide full vendor 
due diligence, as it facilitates the process 
and acquirers have come to expect it. Other 
geographies that tend to operate like the European 
market, such as Australia, provide partial or 
complete vendor due diligence.

In the US market, full vendor due diligence is not 
common. The extent of vendor due diligence 
will depend on the type of transaction and the 
companies involved. There are also differences 
in the legal framework as it relates to the ability 
of acquirers to “rely” on the reports, which drives 
some of the differences between geographies.

In the US, if you are selling to a financial sponsor, 
the seller will generally perform a Quality of 
Earnings analysis. These reports are becoming 
more common for strategic deals as well. They 
are valuable even if the buyers have their own 
accounting firms redo the work, as they expedite 
the buyer diligence process, as well as give the 
sellers an early warning of any issues that may 
come up later in the process.

For other types of vendor due diligence that are 
more strategic in nature, whether it’s reviewing the 
projection plan or views on industry trends, if you’re 
selling an asset to strategic buyers who already 
know the business, they probably won’t need this. 

DEALMAKER Q&A: 

PART OF THE PROCESS

So this kind of diligence is often unnecessary. 
However, if you’re selling to a group of buyers that 
are financial in nature and are not already in the 
industry, these reports are an easy way for them to 
get up to speed and allow the seller to be better 
prepared and to anticipate any potential issues.

Respondents indicated that sell-side diligence can 
allow them greater control over the timing of the 
sale. Do you find that is the case in your experience?

When we run processes, we have to be prepared 
for everything when we launch – we don’t wait until 
later in the process to figure things out. We try to 
ask all the questions that are possibly going to be 
asked in the process before we launch. That’s how 
we prepare our clients and put them in a position 
to achieve the optimal outcome.

One trend we’ve seen in the market more 
broadly is that buyers are trying to pre-empt sale 
processes. It’s typical to conduct two-step auction 
processes, and we’ve seen firms try to pre-empt 
that.

If a company is going to try to pre-empt a process 
and there is a vendor due diligence available, it’s 
easier to react to that. Having done vendor due 
diligence means that you have more information 
ready to go and it’s easier to have full flexibility 
on whether or not you want to allow someone to 
pre-empt. It creates optionality for the seller, in 
the same way being fully prepared for the process 
creates optionality.

The tax side of the vendor diligence process was 
identified as one of the more difficult parts of 
the process. What is so vital about the tax due 

Stephanie Cohen, a partner and managing director at Goldman  
Sachs, and the firm’s Global Head of M&A involving financial sponsors, 
discusses the value sell-side diligence can add to the deal process.

Mergermarket

MergermarketStephanie  
Cohen 

Stephanie  
Cohen 

Mergermarket
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diligence when preparing a company for sale?

First, there could be significant value in the 
tax attributes of a business. If you understand 
the tax structure up front, you’re more likely to 
extract value for the seller during the process. For 
example, there are situations in which buyers get 
what’s called a “step-up,” which allows them to 
amortize a portion of the purchase price over the 
life of the asset, thereby creating incremental tax 
deductions.

In addition, the tax due diligence tends to 
be complicated, especially if the seller is an 
international company. It’s not usually an area 
where the management team can provide all 
of the required expertise. Therefore having an 
outside credible firm do the tax work upfront is 
often a good idea.

And third, the tax implications tend to be different 
for different types of acquirers, depending on 
whether they are financial buyers or strategic 

Stephanie  
Cohen 

“We try to ask all the 
questions that are possibly 
going to be asked in the 
process before we launch. 
That’s how we prepare our 
clients and put them in 
a position to achieve the 
optimal outcome.”
Stephanie Cohen, Goldman Sachs 
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buyers and what jurisdiction they are in. Providing 
more information to them early is helpful and 
allows the seller to cater diligence to the different 
buyer groups.

Our survey respondents also noted the value to 
be found in non-financial elements of the process, 
such as employees and culture. How can sellers 
best present information on this?

Overall, the M&A world has seen a shift toward 
more bespoke processes with buyers meeting 
management teams earlier, sometimes before a 
process even launches. As you might imagine, the 
best way to communicate the culture and values of 
a business is by meeting people, such as the CEO 
and CFO, and hearing about the business directly.

One way in which sell-side due diligence comes 
into play here is that it can provide potential buyers 
with a lot of the financial and technical information 
upfront. That way, when it comes time for the face-
to-face meetings, the buyers can focus more on 
intangible items like culture.

Despite all of the technology available, there is 
no replacement for in-person time spent with 
management teams. These meetings are critical 
elements of the process and provide a forum for 
buyers to get excited about the businesses, which 
should translate into them paying a higher price.

Stephanie  
Cohen 
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CONCLUSION

As the speed at which deals are done continues to increase, careful 
review of your business in the early stages of going to market has 
never been more critical. And yet many on the sell-side still do not 
carry out this process. 

Buyer-side due diligence is an obvious step for any company looking  
to make an acquisition, and yet the benefits of sell-side diligence are 
just as compelling.

Reviewing your business’ financial, organizational and tax positions 
provides an opportunity for remediation of any uncovered issues, 
which can maximize the transaction value and speed up the sale 
process. For companies that want to be aggressive in their sale 
strategy, diligence can make a crucial difference to these elements 
of a deal, and have a much better chance of impressing buyers, 
increasing their sale price and reducing the potential for transaction. 

Many companies rely on third-party firms to conduct investigations, 
alongside an internal diligence team; however, deals can vary and  
so, too, must the teams involved in the preparations for each deal. 

This can also be balanced against the need for confidentiality. While 
the majority of those surveys insisted confidentiality agreements 
were the most effective primary strategy to prevent leaks, some 44% 
said keeping the number of involved parties to a minimum was a vital 
second step.

When performing due diligence on the sell-side, keep in mind these 
three facts: 

The early bird catches the worm. The earlier you start your sell-side 
due diligence, the more time you allow yourself to rectify any potential 
value critical issues that the process uncovers.

Get your priorities straight. Taxes were named as the top financial 
issue to prioritize during sell-side due diligence, followed closely by 
intra-company transactions. Be aware of the challenging aspects of 
your company’s due diligence and tackle them early. 

Not just about numbers and figures. Accounting figures may be 
the core to any sell-side diligence process; however, vital signs of 
corporate health can also be found beyond the financials. Material 
contracts, customer concentration and employees and culture are 
also critical considerations.
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Donnelley Financial Solutions provides software and services 
that enable clients to communicate with confidence in a complex 
regulatory environment. With 3,500 employees in 61 locations 
across 18 countries, we provide thousands of clients globally with 
innovative tools for content creation, management and distribution, 
as well as data analytics and multi-lingual translations services. 
Leveraging advanced technology, deep-domain expertise and 
24/7 support, we deliver cost-effective solutions to meet the 
evolving needs of our clients.

Venue Deal Solutions
Comprehensive Slate of Solutions:

Venue offers a full suite of Deal Solutions built around the core 
of our best-in-class Virtual Data Room to provide the most 
comprehensive slate of services in the industry to improve every 
stage of every deal. We offer our clients the highest level of service 
and access to the most cutting edge technology, to streamline your 
entire deal process.

Unmatched Expertise and Global Scale

Donnelley
Financial Solutions
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35 West Wacker Drive
Chicago, IL 60601
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888.773.8379
www.dfsco.com
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Mergermarket is an unparalleled, independent mergers & acquisitions (M&A) 
proprietary intelligence tool. Unlike any other service of its kind, Mergermarket  
provides a complete overview of the M&A market by offering both a forward-looking 
intelligence database and a historical deals database, achieving real revenues for 
Mergermarket clients. 

Remark, the events and publications arm of The Mergermarket Group, offers a range 
of publishing, research and events services that enable clients to enhance their own 
profile, and to develop new business opportunities with their target audience. 

To find out more, please visit www.mergermarketgroup.com/events-publications

For more information, please contact:

Katy Cara 
Sales Director, Remark 
Tel: +1 646 412 5368
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Disclaimer
This publication contains general information and is not intended to be comprehensive nor to provide financial, investment, 
legal, tax or other professional advice or services. This publication is not a substitute for such professional advice or 
services, and it should not be acted on or relied upon or used as a basis for any investment or other decision or action that 
may affect you or your business. Before taking any such decision, you should consult a suitability qualified professional 
adviser. Whilst reasonable effort has been made to ensure the accuracy of the information contained in this publication, 
this cannot be guaranteed and neither Mergermarket nor any of its subsidiaries or any affiliate thereof or other related 
entity shall have any liability to any person or entity which relies on the information contained in this publication, including 
incidental or consequential damages arising from errors or omissions. Any such reliance is solely at the user’s risk.

Part of The Mergermarket Group 

www.mergermarketgroup.com
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New York, NY 10013
USA
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