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Ever hear the saying, “I wish I had a nickel for every time such and such happened?”  I use that saying often, and I wish I had a nickel for every time I’ve heard a business owner say:

1. I want to sell my business but I don’t know where to start.

2. I want to buy a business but I don’t know where to start.

3. I wonder if my business is saleable

4. What alternatives do I have to grow my business?

5. If I  knew that documenting my policies and procedures would make my business worth more, I would have started doing it years ago.

6. I should have sold my business when sales were higher and profitability stronger.

7. I didn’t realize that managing my finances, to keep my income tax as low as possible, would hurt the value and salability of my business.

8. I have done no planning with my tax advisor or financial advisor about my financial needs for retirement.

9. I have never asked my attorney if there are betters ways to structure my company than how it is now structured.

You get the idea.  There are many other similar questions I hear everyday.  There are thousands of very successful owner-operated, privately owned businesses worth a significant amount of money.  However, the value may not be optimally realized when the owner decides to sell the business.  Why? Lots of reasons, but the thread is a lack of planning and preparation for the sale.  Wealth creation is at stake.

A business will sell faster and at a higher price on more favorable transaction terms if the owner has planned for the business sale.  Planning and preparing involves organizing records, maintaining clean and accurate financials, stabilizing cash flow and earnings performance, knowing what the assets are worth, understanding the tax implications of a sale, preparing to assist with the ownership transition, and assembling a qualified “deal team” including an attorney, accountant, tax advisor, investment advisor and M & A Advisor/Intermediary who can serve as the quarterback.

Let me share the “Readers Digest” version of a real case that directly relates to the points stated in this article.  A 62 year old business owner contacted the author of this article and said that he intended to sell his 20 year old company by time he was 65 years old (retirement) but said that he had no idea what is involved in selling a business.  He had done no planning for the sale.  We had several discussions about the process for selling a business with the least amount of disruption to the work environment, along with selling at an optimal price with favorable transaction terms.  I prepared a business valuation to show him what the business would potentially sell for.  The sale price was not enough.  We discussed his goals.  It was apparent that his lack of planning and inconsistent profitability of his company were not going to allow him to sell his company at a price and terms acceptable to him.  We assembled a “deal team” consisting of his attorney, accountant, and the author of this article as his M & A strategy advisor.  Together, we developed a plan that would lead to the sale of his company at a high enough price along with terms that satisfied his goals.  The result was a substantial increase in the value of the business to a level that made a sale possible.  The planning, goal setting, profit improvement execution and overall preparation for the sale allowed this business owner to achieve his objective of selling the business by age 65 and to retire financially secure.

Converting years of running a business into a tidy cash sum in order to comfortably support retirement or to provide the capital for the next business venture can be extremely fulfilling.  For it to be the best experience possible, commit to planning for the sale and have competent advisors assist you.



