THE BANKING LIFECYCLE
FOR BUSINESS OWNERS
BUSINESS AND PERSONAL CAPITAL LIFECYCLES ARE NOT
INDEPENDENT OF ONE ANOTHER, AND THE BEST RESULTS
MAY BE REALIZED WHEN THEY ARE VIEWED WITHIN THE
CONTEXT OF A GREATER WHOLE

The Banking Lifecycle for Business Owners

LIFECYCLE OF A BUSINESS OWNER’S NEEDS
As a business owner, you face a broad set of financial challenges managing the
complexities of your business while also addressing the unique financial planning
demands of a high-net-worth individual.
The banking solutions for a start-up company, an established

Banking for a mature company may expand to include

and fast-growing business, or a mature company may be

syndicated credit products, succession planning, value

more different than they are alike. Similarly, your individual

extraction, and exit strategies.

financial and wealth management solutions will change as
your family grows and your personal wealth rises.

Regardless of the business stage, flexible financing is crucial
so that you can take advantage of opportunities as they

The ebb and flow of your business capital needs and increasing

emerge or have a reliable source of funding for working

wealth require continued analysis and proactive advice to

capital requirements. Access to credit can take two basic

ensure the right solutions are crafted as your needs evolve.

forms: Term loans or a revolving line of credit.

BUSINESS CAPITAL CYCLE

Term loans: Commercial term loans are generally longer-

Building and managing a business can be an all-consuming

meet extended borrowing needs tied to the economic life

task. Early on, your ambition and hard work may be the

of an asset. Term loans can help a business:

business’s most important capital input. However, all
businesses, at some point, need access to capital from a
supportive financial partner if they are to fund the investments
necessary to grow the business and survive difficult periods.

term loans that fund intermediate and long-term assets, or

•O
 btain the equipment and assets to grow
and become more competitive
•  Increase working capital
•  Match repayment schedules to cash flow

For a start-up, the most important needs may range from
basic deposit services and risk management, to meeting
experts in the market in which they operate and obtaining
introductions to potential investors.
As businesses grow, they may have a greater need for access
to dependable capital, payment and trade services, cash
management strategies, advice on the best corporate structure,
access to private capital, and retirement plan services.

•  Finance real estate purchases
•  Refinance existing debt
•  Fund expansion through acquisitions
Lines of credit: Establishing a business line of credit allows
you to borrow, repay, and borrow again up to the original
amount committed through the life of the loan. These loans
may be secured or unsecured and be used for short- or longterm borrowing needs. A line of credit can be instrumental in:
•  Alleviating cash flow shortages
•  Financing receivables
•  Purchasing inventory
•  Seizing single-event or seasonal opportunities
•  Building good credit
•  Keeping a ready access to capital when
the unpredictable happens
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value is important for other reasons that may matter in the
here and now, including:
Estate planning: An up-to-date estimate of the business’s
value is crucial for estate planning purposes since it helps
determine the impact of estate taxes that may result from
the transfer of business assets upon your death, and the
liquidity needed to pay any taxes. It can also provide a
benchmark for any estate equalization strategy for heirs
who may not inherit the business.
Specialized businesses may have unique borrowing needs,
and a banker should have the ability to offer responsive
lending solutions. For instance, commercial real estate
businesses may need financing to fund construction,
acquire property, or repay construction loans. In some
cases, access to government-assisted loans or the

Risk management: Changes in the value of business assets,
the acquisition of new assets, and changes in earnings may
all have an impact on the insurance coverage needed to
protect against financial loss. Keeping insurance coverage
in line with the changes in the business is an important
element in preserving wealth.

secondary mortgage market may provide the best funding

Divorce or partnership breakup: However unfortunate, the

option, but will require a banker with the access to, and

break up of a marriage or partnership will require knowing

experience with, those channels.

the current value of the business, whether the decision is to
sell it and split the proceeds, or to buy out the other party’s

PERSONAL WEALTH
MANAGEMENT CYCLE
When you’re just starting out, financial planning is typically

ownership interest.

CROSSING THE BRIDGE

all about the basics: create a budget, start a savings plan,

At some point, virtually every business owner will need to

properly insure against risks, and establish an emergency

start thinking about a strategy for “crossing the bridge”

fund. The necessary banking solutions may include

from using business capital to preserving legacy capital.

consumer banking services, a mortgage, insurance, financial

Realizing the full value of a career’s hard work will require

planning, and basic investment management.

thoughtful planning and a committed, experienced advisor.

However, with marriage, families, and increasing income and
wealth, the financial challenges become more complex. Tax
planning becomes more important, investments require
greater professional care, and trust and estate planning
becomes crucial to protect your family and leave a desired
legacy. A financial plan is a vital tool that can enhance the

Whatever the reason for the journey, you
should clearly define what you expect from
the trip before stepping onto the bridge.

likelihood of reaching your long-term personal financial goals.
Crossing the bridge is an individual decision. For the

A financial plan is a vital tool that can
enhance the likelihood of reaching your
long-term personal financial goals

visionary entrepreneur, it may come when the business
has established itself and it’s time to bring in outside equity
capital to achieve partial liquidity and fund continued
growth. For other business owners, the driving factor may
be retirement—the desire to move away from the life of
work to a life stage that allows more time for family and the
pursuit of personal passions.

For business owners, valuing the business is a key exercise
in the personal wealth management cycle. Even though the

And, for some, the moment of crossing arrives suddenly

idea of selling a business may be years away, knowing its

with an unexpected death or disability, changes in
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management, or learning that the business is attracting

With a detailed process critical to success, selling a business

interest from buyers.

is not a part-time job. It requires the full commitment

Whatever the reason for the journey, you should clearly
define what you expect from the trip— value extraction,
future opportunity for employees, type of investor, legacy of
the business— before stepping onto the bridge.

ACHIEVING TRANSACTION GOALS
A successful sale is a well-planned, intentional process
designed to create a transaction that satisfactorily addresses
your range of objectives. Reaching those goals starts with
a detailed, multi-faceted review of the business to produce

of an advisor with the skill, perseverance, resiliency, and
experience to manage multiple variables. While an advisor
can readily map out an effective marketing plan, develop
a compelling value proposition, and identify the right list
of potential suitors, they can also help navigate through
“uncontrollable” variables, such as:
•  Financial market disruptions, economic crises,
natural disasters, and terrorist attacks
•  Conflict among shareholder factions
•  Employee resistance to a transaction

prospective investor the “story” of the business. With the

•  Appropriate cooperation among the company’s
various professional advisors

CIM in hand, the process typically unfolds in six key steps:

•  Third-party approvals (e.g., regulators and vendors)

a Confidential Information Memorandum (CIM) that tells a

Initial investor contacts: Identifying and contacting a
carefully curated list of potential buyers from the company’s
industry sector and, frequently, private equity funds.
Information sharing: Providing the CIM and follow-up
information so that prospective investors can determine
their level of interest in the company.
Indications of interest: Accepting and reviewing nonbinding letters outlining potential valuation ranges and
transaction structures from interested parties.

•  Access to financing
•  Sustained business performance during the
transaction process
•  Availability and accuracy of information from the company
•  Anticipating and positioning issues that arise
during due diligence
Successfully managing these risks over the course of the
transaction process is a continuous balancing act between
driving value to the investor and realizing that value for the
business owner. As simple as that may sound, each effort

Management presentations: Selecting indications

requires an in-depth understanding of the business and the

of interest and hosting those bidders for in-person

industry, as well as “nuts and bolts” transaction experience.

discussions/overviews with management.
Letters of intent: Receiving detailed final offers from

DRIVING VALUE

management presentation attendees with definitive

Determining the true value of a company is no easy task.

valuations, specific transaction terms, and process “road

What are the key valuation metrics in the industry? How

maps” for completing the deal.

do the company’s accounting elections affect profitability?

Closing the deal: Steering through a final 60 – 90 day
obstacle course of due diligence and legal documentation
before ownership can change hands.

Will earnings adjustments enhance the valuation? Does
the company’s performance compare favorably to other
operators in the segment?
The adage that something is only worth what someone is
willing to pay for it overlooks the fact that potential buyers
may not see— or actively choose to ignore— the various
building blocks that make up a company’s full valuation.
The solution: educating buyers by clearly emphasizing each
element of value in a “language” that they understand.
Not surprisingly, most business owners may not be familiar
with that language. While you may have masterfully built
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a successful business, that expertise may not translate into

REALIZING VALUE

methodically highlighting and effectively communicating the
value you have created. Ironically, your very track record of

Driving business value only matters if that value is ultimately

success can also make it difficult to see your business from

realized. Unfortunately, many business owners expect to

a different angle— a critical perspective for anticipating and

shake hands on a price and wait for the final payment to

answering questions in a way that satisfies potential acquirers.

arrive. Realizing value involves a blend of time consuming,
detail-oriented work as well as a general willingness to

Beyond process management skills, an advisor closes

honor established market practices and customs in

this experience gap with a combination of investor

developing the purchase contract and related documents.

communication expertise and outsider’s perspective
that complements your knowledge and command of
the business. Working closely with you, the advisor will
lead investors to the value drivers with the CIM and the
management presentation. These vital communication
tools are developed from a detailed review that includes:
Historical financial analysis

Continuing business performance,
satisfactory due diligence, and mutually
acceptable legal documents are the key
components to a successful closing.

•  Evaluation of historical growth and margin trends
•  Earnings normalizations/adjustments to identify
“true” EBITDA
•  Balance sheet analysis to uncover any “hidden equity”
Prospective financial modeling

Continuing business performance, satisfactory due
diligence, and mutually acceptable legal documents are
the key components to a successful closing. While you
guide your company’s performance, an experienced
advisor will organize and manage due diligence materials
and collaborate with you and legal counsel to draft various

•  Developing projections for the core business

transaction documents that include customary terms

•  Framing an outlook for organic expansion

and conditions. Some typical diligence items and key

•  Detailing acquisition opportunities
Assessment of competitive market positioning
•  Demographic trends

documentation features include:

Due Diligence
Review Areas

Purchase
Agreement

Other Legal
Documents

•  Industry landscape

- Quality of
Earnings

- Representations
& Warranties

- Escrow
Agreement

•  Regulatory environment

- Legal

- Indemnification
Process

- Non-Compete
Agreements

- Insurance

- Indemnity
Thresholds

- Employment
Agreements

- Human
Resources

- Working Capital
Adjustment

- Shareholder
Agreements

Organizational quality fundamentals
•  History of reinvestment in the business
•  Recent capital spending

- Environmental

•  Scalable processes and systems
•  “Large company” practices

BUSINESS SUCCESSION

Understanding mission and vision

Crossing the bridge is not always about selling a business. It

•  Strategy rationale
•  Executable and achievable business plan
•  Shareholder/Management commitment
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complications. According to the Family Business Institute, only
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and just 12% make it to the third generation.1
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When the objective is to leave your business to the next

Retiring from a business may reduce the need for the

generation, you may be faced with four key challenges:

coordination of financial advice between the business

Estate taxes: Inadequate planning for the potential estate
taxes that may be due upon your death may lead to an
unexpectedly large tax bill that could undermine the ability
to pass the business to heirs.
Lack of communication: The absence of communication of
your plans to transfer a business may lay the groundwork for
confusion, conflict, and indecision in the family after your death.
Leadership development: Running a company requires
experience and wisdom, both of which can only be gained
over years. The failure to groom a successor increases the
odds of a company’s future demise.

and the personal, but it doesn’t reduce the need for the
integration of planning needs, such as wealth transfer,
estate planning, tax minimization, and charitable giving.
As you consider leaving a lasting legacy for the causes
that are most important to you, it’s critical to develop
a well-crafted philanthropic plan. A thoughtful plan can
do more than simply be a map for executing a legacy
objective; it can also serve to promote family values and
social responsibility, and create opportunities to save on
income and estate taxes. There are many giving strategies,
such as outright gifts, charitable trusts, or a private family
foundation, each of which has different benefits and meets
different planning objectives.

Planning: Poor planning may result in the business being
left to a surviving spouse, an unprepared heir, or lead to
inequitable treatment of heirs that can cause discord
among family members, all of which could undermine the

The legacy cycle occurs after a

viability of the business.

lifetime of striving and working, when

To improve the chances of a successful business transfer to

you shift from being an entrepreneur

the next generation you should consider:

to the minder of a legacy.

Identifying and grooming a successor: Selecting a
successor starts with gauging what interest, if any, your
children have in the business, and providing opportunities
for them to gain experience in all facets of the business.
It may even mean letting them gain fresh perspectives by
working outside of the business.
Having a succession strategy in place: There are several
business transfer strategies you can pursue, including
a buy-sell agreement, or the sale of minority ownership
stakes to provide an incentive for family members to stay in

THE ADVANTAGE OF
WORKING WITH M&T BANK
At M&T, we are proud of our position as a leading financial
services provider, and in the quality of the products,
services, and advice we offer to business owners. More
importantly, we measure our success by how well we
understand your needs and tailor the most appropriate

the business.

financial solutions to meet them for the long term.

Whatever the size or type of business, the successful

Banking is at its best when it is team oriented. When you

transition of ownership to the next generation requires years

work with M&T, you work with an experienced consultant

of preparation, integrated business and estate planning, and

who takes the time to become familiar with your business

ongoing communication among all family members.

goals, challenges, and financial needs. Based on informed
insight, our regional consultants can bring together a team

LEGACY PLANNING CYCLE

of experts from the appropriate areas within M&T to work
collaboratively with you for the best outcome.

The legacy cycle occurs after a lifetime of striving and
working, when you shift from being an entrepreneur to the

We recognize that our clients come with existing advisor

minder of a legacy. The desire to ensure financial security in

relationships, and our team orientation means that we

retirement and leave a legacy to support meaningful causes

extend the same client-focused, collaborative approach to

or interests becomes the primary focus of this cycle.

working with your outside advisors.
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CLIENT CASE STUDY *
Client: FoodPro, a large East Coast food distributor
Shareholder Objectives:
•A
 ttract an equity capital partner with
expertise to execute roll-up acquisitions
•D
 rive valuation to generate partial liquidity
for family shareholders
• Own a significant, post-closing stake in the business

For over 150 years, M&T has been a strong and stable

• Preserve day-to-day control over business operations

presence in the communities we serve, helping businesses

• Honor the multi-generation legacy of the business

prosper and individuals achieve important financial goals.

FoodPro was initially contacted by a private equity fund with
a specialized expertise in the product distribution space.
After a series of discussions, the parties arrived at a mutually
agreeable deal in the late summer of 2008, but the ensuing
credit crisis derailed the deal.

As one the largest regional commercial banks in the United
States, our clients benefit from the power of a large bank and
the personal care and commitment of a neighborhood banker.

Contact us today at 1-800-724-2240 or visit
mtb.com to learn more about how we can help
you successfully prepare for all cycles of your
business and personal financial needs.

In May 2009, a separate private equity fund approached
FoodPro and, after reviewing some information, submitted
a purchase offer. Recognizing M&T as a trusted relationship
bank that had supported the company’s growth over several
years, FoodPro’s owner met with M&T Investment Banking
professionals to discuss his plans.
After understanding the transaction process as well as the
range of strategies to drive valuation, FoodPro’s owner realized
that M&T could help him position the company in a competitive
process that would yield multiple options to maximize value
and achieve other shareholder objectives.
As a first step, M&T contacted the private equity fund and
suggested that they reconsider their valuation. Understanding
that M&T could embark upon a competitive process, the fund
immediately raised its offer by 10%.
Believing that the offer was still undervaluing the company,
M&T quickly developed a confidential information memorandum
and reached out to the marketplace to communicate FoodPro’s
story and solicit investor input. After significant market interest
and multiple letters of intent, the final transaction represented a
30% premium over the original offer made by the private equity
fund—an unequivocal testament to the power of a regimented
process for driving and realizing value.
Concluding the sale was hard work, even difficult at times. As
the closing finally arrived, FoodPro’s owner – already a legend
in his industry— remarked that the transaction was the most
challenging thing that he had done in his career. Yet, when the
dust settled, the owner and his family were rewarded with the
full value of the business they had built.
*This is a hypothetical client scenario.

1

w
 ww.familybusinessinstitute.com/consulting/succession-planning/
This article is for informational purposes only. It is not designed or intended to provide financial, tax, legal, investment, accounting, or other professional advice since such advice always requires consideration of individual
circumstances. Please consult with the professionals of your choice to discuss your situation.
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