EXCLUSIVITY JUSTIFICATION
IN BUSINESS BROKERAGE
AND M&A ACTIVITY
WHY BUSINESS BROKERS
AND M&A ADVISORS
NEED EXCLUSIVE MANDATES

“America 2030” experience and analysis of our partners’ and competitors’ activity
busy in the same market area demonstrates the advantage of the method of
cooperation with customers in reliance on exclusive principles. The bene ts of
exclusivity can be divided into two categories: bene ts for a business broker and
bene ts for a customer.
FIRST CATEGORY:
1. Elimination of excessive competition at the service rendering phase
Only after the conclusion of a contract with a customer may a business broker take advantage of
exclusivity in rendering services.
During the selection phase of brokering services rendering, a customer is entitled to freely choose their
partner for a business sale, and the exclusive nature of the future relationship induces it to be as selective
as possible.
This means that in order to establish contract relations, a service customer will scrutinize potential brokers,
their business histories, reputation, potentialities, partners’ availability, formed networks, and so forth. In
this way, lower-achieving, unquali ed, inexperienced market players will be peeled apart, as well as bad
faith intermediaries who have proven to be unreliable partners (which is unavoidable in the context of an
information-oriented society).
This, in turn, will intensify rendering of services, improve the quality and deliberateness of the broker's
activities and enhance the quality of both the business and the broker's activities in general.
2. Con dence in a customer, business broker motivation
A business broker who spends atomic eﬀorts and resources to achieve a customer's objective must be
con dent that, regardless of the cause, the latter will not change their mind and refuse to cooperate with
them.
In performing an exclusive contract, a business broker is dramatically better motivated and willing to
execute their obligations in an optimum manner without aﬀecting economies in time and resources,
concentrating its attention on the task at stake.
CUSTOMER BENEFITS INCLUDE THE FOLLOWING:
1. Broker's professionalism
In the developed market of business brokering in Western countries, 99 per cent, if not all 100 per cent, of
business sale transactions are based on exclusive contracts with professional brokers with suﬃcient skills
and links to successfully implement projects of varying diﬃculty. Serious M&A companies tend to evade, in
principle, non-exclusive cooperation.
Respectively, a seller will scarcely be able to nd a quali ed intermediary unless they are ready to oﬀer
exclusive rights for rendering services.
An absolute majority of business sale transactions are carried out in cooperation between diﬀerent
brokers through cooperating in the supply and demand comparison relating to a sales object. If a broker
does not have exclusive rights to such a sale, other partners will not take such a project properly, in
comparison with cases where there is an oﬀer on an exclusive basis, as this does not indicate the
seriousness of the owner of a business as to the sale. Being skeptical about the practicability of an exclusive
contract, a business owner often intends not only to apply to diﬀerent intermediate parties but also to
search for a purchaser independently.
However, while such a method of sale may be eﬀective in the post-soviet space or in the territories of third
world countries, this is not the case for the markets of the Western world. Major investment funds and
companies generally do not consider nancing, investment or purchase proposals if they are directly
received from the owner of the facility. This method of sale discredits a project itself and they perceive it as
evidence of a seller's and/or their business’s desperate state, as it indicates that business is not being
developed for the time being, since the owner is not engaged in business activities, but is simply trying to

get rid of it. The incorrect choice of sale technique is an indication of mismanagement
of the business itself for the professional investors.
Any incompetence from the intermediate parties or the owner themselves will not
even permit the creation of an appropriate channel to communicate with a decent
purchaser, to present a sales object correctly, and take advantage of M&A companies’
network.
That very true evaluation of business and the market is not an easy objective, since it is not the market of
the country that needs to be assessed, but it's rather required to understand the market environment and
to keep abreast of world trends, for which the owner of the business lacks both time and skills. This, in turn,
is followed by either overestimating the value of the business and absence of demand for it, or
underestimating the price and shortfall in funds for its sale.
2. Con dence in the broker's due diligence
As it is indicated above, a customer will carefully select a business broker in order to conclude an exclusive
contract. The exclusive nature of a contract would induce the latter to work on the concerned project with
maximum eﬀorts. Of course, a business broker may have more than one project in production, while they
will focus on exclusive projects. Furthermore, they may put aside new proposals, if they are occupied by an
exclusive project, in order to focus on it.
3. Cheapening of services for a customer
A business broker, while con dent in a customer, will struggle for them, and will cut the size of their
commissions in order to persuade a customer to enter into an agreement with them. In doing so, they will
not require any advance, periodic (subscriber) payment from a customer, since con dence in the award
will encourage them to bear their own costs, where necessary, to achieve the objective.
We pay for the services of designers, printers, and translators for the production of promotional articles
independently in our company. Along with total marketing activities, we also: cover the services of
analysts and nanciers, hire experts and consultants in speci c areas of a business that is on sale, make
business-trips and pay for our employees’ ights at the company's expense. But all this is only carried out
provided an exclusive contract is signed. Otherwise, cooperation can be accepted only under the
condition that a client, at the very least, will pay our current (considerable) costs to achieve their objectives.
4. Information eﬃciency
With a signed exclusive contract, a business broker will not fear that a prospective purchaser or other
intermediate party would intend to circumvent it and contact a customer directly. Herewith, information
regarding a sales object will be disseminated eﬀectively, and as for other M&A companies, the broker will
even be willing to share its commission with partners, which may help to execute a project, thus
accelerating and optimizing a business sale process itself.
In the case of non-exclusive relationships, the issue of information protection of a professional broker can
cause signi cant embarrassment, and the business project itself will be restrained, which can result in its
suspension for a long period.
On the other hand, the multiplicity of intermediate parties which disseminate information regarding a
sales object, especially in case such proliferation is not always executed by quali ed brokers, could result in
a negative assessment by purchasers. The latter may often treat this information as spam, especially if it is
obtained from diﬀerent entities simultaneously.
5. Loyalty of a business broker to customer's interests
The said aspect does not concern America 2030, since we prefer to immediately reject interaction with
customers who induce our doubt in them or place us in an inequitable position compared to them or other
players in the market.

In general, the non-exclusive nature of contractual obligations may incline a broker to
behave in a manner that is not entirely due diligent relating to a customer. Such actions
may include both collusion with other brokers to eliminate competition and to obtain
supplementary payments, and collusion with a purchaser's party, which in fact results
in competitive interests and deliberate reduction of the sales process eﬃciency.
6. Overcoming national barriers and preconceived opinions
While searching for partners abroad, oral and written communication with foreign citizens serves as the
key need. Telephone conversations act as fundamental means to set up a business relationship, and a
professional manner of negotiation is necessary to create a positive image in the opinion of a potential
purchaser.
While concluding contact with foreign respondents, an experienced seller has to take into consideration
their national peculiarities. For instance, in individual countries, business contacts are somewhat
complicated if a proponent of negotiations has an accent or does not master the respondent's language.
In fact, such a negotiator has a high risk of failing any negotiations even though their proposal is attractive.
Often, having some knowledge of the local etiquette or behavior patterns that makes it possible to
understand the spirit and responsiveness of a partner to your presentation, as well as to present your
position and suggestions in the most eﬀective way, is a necessity.
There is a lot of scienti c and popular literature available which relate to this subject, and a seller may study
it, but the best option for a seller is to apply to a professional intermediary with a requisite level of
quali cations, relevant employees in their staﬀ and links with other M&A companies, including in the
residence country of a potential purchaser. In order to ensure eﬀective activity of such mediator one must
take into consideration all the points set out above.
Experience has proven that a business broker working (located) in a speci c country or region will sell in
the best way applicable to that country or region, and the fastest way to identify such representative is
through a professional company familiar with the network of M&A structures worldwide, and which is a
part of it.
TERMS OF EXCLUSIVITY
One of the important issues that arise when concluding a contract with a business broker is the term for
which it is granted exclusive authority. This is often a painful issue for a customer, and we will try to explain
and justify below some of the framework in which it's required in terms of time aspect to confer the
possibility to M&A companies to work towards a shared result.
The period of service delivery for a professional business broker is based on the speci c activity
parameters that are stipulated by the cooperation subject most signi cantly. The nature of the business
that is being sold or related to investment attraction, securities placement and so forth, directly in uences
on the project implementation rate and, accordingly, the duration to be recorded in a contract. However,
there are common frameworks, which can be de ned on the assumption of the business process
parameters that are required to implement the project.

So, in order to sell a business in today's reality, our company's experts have set a
common time frame for selling businesses in the period from 9 to 20 months.
Here, below, is a table of the basic processes that generally enclose the entire project
execution process after an exclusive contract signing and source data reception:

Process Stage

Objective

Production of presentation and
promotional materials;

Teasers (short anonymous information) and
Project Information Memorandum, other
related content are to be prepared in terms
of information provided by customer;

2

Search for potential purchasers by
means of distribution of materials
and conclusion of a primary contact
with them;

Prior acquaintance with a potential purchaser with
a purpose to form an evaluation and make report
to management;

3

Visits to representatives of rospective
purchasers of sales object in view of
raising an awareness and evaluation
of business;

Distribution of materials, correspondence,
telephone calls, business trips, attraction by M&A
of partners to search for purchasers all over the
world;

Visit to top management of
prospective object purchasers;

Acquaintance of a potential purchaser's
management with a sales object to make a prior
purchase decision;

1

4
5

Preparation and signing of a
Recording of purchase intent as a preliminary
memorandum of intent (preliminary document;
treaty);
Due Diligence procedure *;

6
7
8

Examination performed by a prospective
purchaser in all elds of activity;

Preparation of a basic agreement,
coordination of provisions and its
signing;

Integration of the data received, formation of
provisions, conclusion of a basic contract;

Transaction completion, rights
registration, settlements.

Assignment of rights, recording of legal facts,
monetary settlements, including commissions and
remuneration payments.

Time
expenditure

6-8 weeks

2-4 months

4-8 weeks

4-8 weeks

2-4 weeks

4-16 weeks

4-8 weeks

2-6 weeks

*The Due Diligence procedure includes full-scale study by a prospective purchaser of a business being sold,
including the economic, legal, tax and operational aspects, and may take a long period of time in case a
purchaser has such a need, and this may be accompanied by inclusion of its representatives in a company's
staﬀ, auditing and inventory procedures.
A variety of factors can in uence the rate of taking purchasing decisions, including the general awareness
of a country of location of business being purchased and the business itself, the size of the business
(company), a need for supplementary examination, amount of authority for decision-making of
representatives, and so on.
Also, it is important to bear in mind that the volume and correctness of information obtained from a seller
by a broker directly in uences the process of selling and attracting an investor, and all inaccuracies and
errors will be identi ed in an audit and negotiation procedure.
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