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Business for Sale!
By Randy Myers

Selling a business is a lot like selling a car. To get top dollar, you want to polish it up
before offering it for sale.
 
Of course, it takes more work to put a shine on your business than it does on your
2004 Cadillac. Freshening up its appearance is only part of the challenge. You also
need to make sure all the parts and gauges are working properly so buyers can be
confident that they’re getting a peach of a deal — not stuck with a lemon.
 
Here are seven important steps to prepare your company for a successful sale:
 
Start early. “Ideally, you should be thinking about how you will sell your business five
years in advance,” says business consultant Don Harkey of Galt Consulting LLC in
Springfield, Missouri. This will give you time to put the business in its best possible

order, sprucing up the physical plant, making sure core technology hasn’t become obsolete and, if necessary, taking measures to diversify
your customer base and/or boost profit margins.
 
Groom others to run your business. The more dependent your company is on your personal skills and leadership, the less valuable it will
be to an outside investor, warns speaker and business consultant Les McKeown, author of "Predictable Success: Getting Your Organization
on the Growth Track — and Keeping It There." If you haven’t built a team that can run your company without you, start putting it in place now.
 
Maximize reported profits. Often, small-business owners manage their companies’ finances to minimize income taxes. But when it’s time to
sell, you want potential buyers to see your company’s true profit potential. You could recast the numbers to create a “normalized” income
statement, but buyers may quibble with the adjustments. Take them out of the equation now and they no longer become an impediment to
selling.
 
“Ideally, you want to start driving dollars to the bottom line three years before a sale,” says business broker Scott Bushkie, president of
Cornerstone Business Services Inc. in Green Bay, Wisconsin. “The company may have to pay more taxes, but every dollar that falls to the
bottom line can translate into $3, $4 or $5 in the sale price.”

Clean up your balance sheet. In addition to maximizing profits, put your balance sheet in order so buyers can see exactly what they’re
getting, says Walter Zweifler, CEO of Zweifler Financial Research, a business valuation firm in New York City. For example, make sure
appraisals of real estate holdings accurately reflect current values. And, if possible, pay off any loans between the company and its owners or
other shareholders.
 
Sell when market conditions make sense, rather than at a milestone date. Many business owners set artificial dates for selling, such as
their 65th birthday. Those who tried to sell on such a schedule during the recession likely received a lower price than they would have a few
years earlier. The better approach, Bushkie says, is to continually evaluate your business as you would any other investment and consider
selling when market conditions are favorable. Doing so will allow you to achieve your financial goals.
 
Don’t set an asking price. Bushkie recalls working with the owner of a service business who wanted to set the asking price at $7 million for
his company. Bushkie advised against it, and wound up finding a buyer who paid $11 million. “All you’re doing by setting an asking price,”
Bushkie notes, “is putting a ceiling on the value of the business.”
 
Get professional help. Most entrepreneurs spend years learning to run their companies, but only sell them once. By contrast, large
companies and private investment firms that buy businesses have transformed the art into a science.
 
“They know how to get small-business owners interested in selling, they know how to negotiate, and they know where they’re going to end up
when they start those negotiations,” Bushkie says. “Without an experienced team of professionals on your side, you could leave hundreds of
thousands, if not millions, of dollars on the table.”
 
Your own team of advisors might include a business broker who can help you identify issues that need to be addressed before you put your
company up for sale, plus an accountant and an attorney. If your current accountant and attorney don’t have significant experience
negotiating and closing business sales, find some who do.
 
With the economy still sluggish, this is not an easy time to sell a small business for top dollar. That’s all the more reason, if you’re even
thinking about putting your company up for sale, to start planning for it now.
 
A former reporter and editor for Dow Jones, where he wrote for The Wall Street Journal and Barron’s, Randy Myersis a contributing editor for
CFO and Corporate Board Member magazines.
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