




















STEPS

To selling an owner-managed business

To sell or not to sell...

Selling your business can be a
complex and protracted process,
but advance preparation can help
you optimise value and accelerate
the time frame of the sale.

by Barry Wiseman, MD
|Quad Finance Solutions

The timing of the sale

You need to consider a number of time-dependent factors, including the
current state of the economy, the prosperity of the industry within which
you operate and your current and future prospects. Selling when all three
areas are favourable is rare, so you need to decide which of these is most
critical to the future success of your business.

Prepare the business for the sale

Do you have sound financial records? Are your management information
systems up to date and efficient? Are your assets, including premises,
well maintained? What are the potential risk areas? These could include
a dependence on certain debtors, supply arrangements or the imminent
expiry of a lease.

How to put a value to the business

Although not an exact science, using the most appropriate method is
crucial. The Earnings Multiple method applies to an established business
with significant reliance on past results; The Discounted Cash Flow
Method applies where historical profits have been erratic, or one could
use the Net Asset Value Method if the business has a substantial fixed
asset base. Taking an average of at least three valuation methods will
provide you with a fair indication of your business’s worth.

The importance of an information memorandum
This key document is used to attract potential buyers and it typically
covers the history, market position, people, products and services, growth
prospects, business risk analysis and financial results, both historical and
projected.

Plan a transition period
It is advisable for the owner to stay on for an agreed period to ensure a
smooth transition. This can translate into a higher value being realised.
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