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How to prepare your business for sale

Jeremy Strefen expfains the imporiance of kaving procedures in place in the event that you are forced to sell your
business. Neglecting this pian could result n selfing the business for less than what it is worih.

Do you know-when you wanl 1o seli? Ara
you prepared for something lo happen io
you i yoer company that may lorcs you lo
el your busneass? Ususlly the enewer io
these questions is a resounding 'mo’. H you
ae m businass you are doing evaryihing
you can bo keep your head sbove weler,
sEnios your customers of chents and bing
maney nio your businees.

Preparng [or the sals ol your company
is & vital aspect of eny business owner's
fourmey. Il is 50 oflen somedhing that is
miszed. | is for the reason ihat | have
developed the Busmess Legal Liecycle,
which is a framewori lor business cwners
to understand what they need 1o do in
business and whan they should |Eke thosza
sleps.

Why is this important?

In ary businass thal you operate you nesd
I keap fhe goal and the end n mind. The
fact s, that most people wsualy do nol
know wihal thair end goal for the busness
is. Having an idea of the general direckon
and an end goal in mind (thal may change
i the futare] is vital for 1he success of your
busness. As a business sovise, |have seen
oouniless eamples ol usnes: peopla
who are operating successhal cormpanss
who &re slopped in thar tracks: they jora
famnily mamber) become sick o they might
lose he pazsion for whal they as doing.
It this oocurs, Then usualy you will want 1o
=i the business.

Inmy expenencs il can Lake two years from
when a business owner decides - that ey
wanl i sall uniil the busness s i a posion
to b soid for the best possible price. This
meens that if something happans o you
and your have nod considered any of the
saie of busness faciors, then you could
bea k=i seling 8 busmess for 8 lol less
than you thought it wes worth, During the
operaficn ol your comparny, thers are many
thirigs that you can do bo ensure that your
business can be sold for the pnce that you
thasarve.

What are people looking for
when buying a business?

Il is imporiand o undersland why peopls
by bumineszes and whal they jook al
for. Unless you have some greal product
or senica (hal can be exploied, then
generaly a business will be valued by a
mudtiphs of ther eamings. Thewe wil ba a
figure that the busness owner lakes fhat i=

AMT APR/MAY 2018

profil {ofien called FRITIA - Eaming balore
inleres, tax, depreciation and amorizaton)
and & sale prica is caicuaiad a5 8 mudipls
of that higure. Oflen olfer costs such as the
waue of plant and equipment can be addad
to the business.

‘Whiat do you need in place?

Thers are many laclors thel need o ba

concidered balore you sl B8 busness

irchuding:

= |Frstly don't take cash for your moome;
make sre you record al of your
mnoome thiough your books, Al oo
afien business owners think they ae
cleser in 1aking cash for their incoms
o sawa paying he tax on the mcome
n a sngle financia year In doing
this you save yoursall the tax - eay
B0cin the dolar. This may be great
in the short tenm, bul due bo the fact
that the money is not . ihe official
ook, it will not count bowerds yoor
EBITDW referred to shove. This means
that if the =sle price ol the usiness
& based on =y a 3 or 4 mubtiphs of
ERITON when (ha purchase prcs s
caioulaled, you wil lose §3 or $4 per
doflar of samings that you 1=ke 85
cash froem the sveniual =da prce. |
fave seen examples whese this has
cosl business ownars hundreds o
thousands of dollers:

= Sacondy, not having your legal
documentation in place,
o exanyple
- How do you enaeae with

your chenis?

- Do you have a dehl collection
process lo ensure that the cash
fiows propery though your
business?

- 1o you have stafl? If so what
apeamanis do you have with
theam?

- Have you probeciad your
intellechsl property for eemple
do your have a registernd trademark
or patert?

- you leese promises, isit &
commerr=aly wable lease andis &
property documanied ¥

- [ thare any ibgation thal the
smess has been imvobed in?

Oiblanng the advce of your consullanis
on &l of thess aspects of your busmess
e mbcaly mporlant in peepanng a
businaes for sda. You may think that i wil
never happen to you bl it = mnportant 1o
understand that i something goes wong
you rmay have o sell quckly and & is
impoortant 1o undarsiand what you nead o
hawe in place.
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