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▪ Review shareholder objectives

▪ Initial due diligence

▪ On-site kick-off meeting

▪ Prepare confidential 
information presentation 
(“CIP”)

▪ Develop marketing strategy

▪ Develop financial projections

▪ Compile universe of potential 
buyers and lenders

▪ Contact potential buyers to 
execute confidentiality 
agreements

▪ Distribute CIPs and tell the 
“story”

▪ Prepare management 
presentations

▪ Finish compiling data room

▪ Solicit and evaluate 
indications of interest (IOIs)

▪ Select qualified group of 
buyers to move forward

▪ Coordinate and conduct 
management presentations

▪ Provide limited data room 
access

▪ Solicit and evaluate letters of 
intent (LOIs)

▪ Negotiate detailed LOI (price, 
structure, terms, net working 
capital) with selected buyers

▪ Select final buyer and sign 
most attractive LOI

▪ Enter into LOI, as applicable

▪ Open full virtual data room

▪ Facilitate requests for 
information for confirmatory 
due diligence

▪ Negotiate and finalize terms 
of the transaction

▪ Complete and execute 
documentation

▪ Obtain all approvals, waivers, 
and consents

▪ Closing (wire funds)

3 to 4 Weeks 7 to 10 Weeks 11 to 16 Weeks 17 to 24 Weeks



✓ Acquiror with experience in relevant industries could be a 
source of knowledge, experience and relationships to 
help grow the Company

✓ Access to outside equity capital could be used to fund 
acquisitions and enhance organic growth opportunities

✓ Potential for significant management incentive programs 
including direct equity investment and options program

✓ Potential to generate premium market-based value

✓ Provides significant liquidity with potential to maintain 
equity participation for shareholders that select to 
reinvest (less common if acquired by strategics)

✓ Equity rollover can be achieved on a tax differed basis

✓ Leverage could constrain operational flexibility and 
requires disciplined cash management

✓ New investors can influence the direction of the business 
in ways that may not be viewed as positive

✓ Often temporary home for Company creating longer-term 
uncertainty unless permanent capital, such as family office 
or strategic company funding, is identified

✓ For ongoing shareholders, control is transferred to the new 
majority owner

✓ Distributed proceeds are taxable

✓ Existing shareholders relinquish opportunity to participate 
in attractive future equity returns

Benefits Challenges
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✓ Continuation of corporate culture amongst employees 
and incentivizes employees by giving them ownership 
benefits

✓ Tax deductibility of interest and principal payments 
enhance after-tax company cash-flows

✓ If S-Corporation election is made, company can operate 
tax-free to extent of ESOP ownership identity

✓ Diminish risk of consolidation, loss of jobs, and relocation

✓ Ability to provide significant liquidity for shareholders

✓ Permits shareholders to select extent of liquidity

✓ Tax deferral for selling shareholder via 1042 election with 
potential for full step-up in basis (permanent reduction in 
taxes)

✓ Powerful estate planning tools (i.e., warrants gifting 
programs)

✓ Meaningful management participation in SARs incentive 
program post-transaction

✓ Complexity of transaction and ongoing ESOP management

✓ ESOP share repurchase obligation should be forecasted 
and risk assessed

✓ Absence of value-added institutional equity partner to help 
develop business

✓ Need for more formalized corporate governance

✓ Potential loss of “strategic valuation”

✓ Achieving ultimate liquidity for shareholders, in full, will 
take longer than “day-one” liquidity from a sale

✓ The Company and the ESOP will have debt burden 
associated with the purchase of shares which it will have to 
manage

Benefits Challenges
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http://www.prairiecap.com/
https://www.youtube.com/channel/UC1LXw9iUCBJP86PmxF2wdTA
https://www.facebook.com/Prairie-Capital-Advisors-Inc-189928471052752/
https://www.linkedin.com/company/prairie-capital-advisors-inc/
https://twitter.com/prairiecapadv

	Slide 1: PRAIRIE CAPITAL ADVISORS
	Slide 2: Our Presenter
	Slide 3
	Slide 4: Ownership Alternatives for Construction Companies
	Slide 5: Start the Conversation
	Slide 6: Determining Goals & Objectives
	Slide 7: Market Timing Considerations
	Slide 8: Ownership Transition Alternatives
	Slide 9: Ownership Transition Alternatives
	Slide 10: Ownership Transition Alternatives
	Slide 11: Ownership Transition Alternatives
	Slide 12: M&A Overview
	Slide 13: M&A Process and Timeline
	Slide 14: Majority or Outright Sale – Benefit/Challenges
	Slide 15
	Slide 16: ESOP Overview 
	Slide 17: What Makes a Good ESOP Candidate?
	Slide 18: 3 Things about ESOPs
	Slide 19: Structural Balance
	Slide 20: Structural Considerations
	Slide 21: Financing
	Slide 22: ESOP Transaction Overview & Debunking Myths about ESOPs
	Slide 23: ESOP Process & Timeline
	Slide 24: Leverage ESOP Transaction – Benefit/Challenges
	Slide 25: Debunking ESOP Myths
	Slide 26: Dual Path Overview
	Slide 27: Dual Path Process
	Slide 28

