Are You Ready To Exit?
Selling a business can be almost as intimidating as buying a business. There is a lot to consider, and it always seems as though everyone has an opinion on what you should do and how you should do it. It is important, though, that the final decision be yours and yours alone. Only you can reason why you want to sell the business and what you will do after it is sold. Most business owners find themselves asking the same questions and searching for the same answers.

Questions and Answers

The first question when somebody starts to think about selling their business is, “What is value of my business?” It’s a valid question, and the answer, unfortunately, is murky. When you go to the store you know how much an item will cost because of the price tag attached. Regrettably there is no such thing as a price tag that can be attached to a business. Your business is only worth as much as someone will purchase it for. It does not really matter how much you paid for it. Many things could have changed from the time you bought the business to now, including the market prices, interest rates, and, most importantly, how well your business is doing.

A harsh reality for some potential business sellers to face is that if your business is not making money, it will probably not sell easily. Often it is when the business is not very profitable that the owner wants to sell it. Usually, the only people who purchase businesses that are not showing a high profit margin are people who have experience in bringing back businesses who are on the brink of ruin, or who want the location for some other reason. These types of buyers are looking to get the lowest price for the business that they can, so if you are looking for a huge profit from the sale and you are in this situation, you might become disappointed. Business buyers may appreciate your businesses potential but most buyers do not pay for “futures”.
The next question you need to ask yourself is, “Why am I interested in selling?” If you are looking to sell only for a profit then you may be in trouble. Too many times business owners have put everything they have into a business hoping for a high sale, and have been in trouble when the only offers they receive for their property are much lower than they anticipated. It is very important that you know exactly why you want to sell and have reasonable expectations before you do so.

Another frequent question asked is, “How much will I get to keep from the sale of my business?” There are Federal Tax Laws that are set and will determine exactly how much money you will be able to put into your bank account. There are different rules for each type of business, including corporations, partnerships and proprietorships. Before you consider selling your business, you should discuss the tax ramifications with your tax advisor. 

Be Prepared

If you have decided to sell your business, and are ready to start looking for a buyer, then you should get these things together:

· Federal Income Tax Returns
· Three years worth of profit and loss statements

· List of fixtures within the business

· The lease and all documentation that accompanies it

· A list of any loans against the business, including the amounts and your current payment schedule

· A list of all equipment that goes with the business

· The amount of inventory you currently have available

· A copy of the franchise agreement if applicable
· A copy of any equipment leases you currently have

· The name of outside advisors and vendors
Not every business needs all of these things, but it is important that you get together any important documentation that would need to accompany the business. The more orderly and organized this information is, the quicker that easier the business part of the transaction will be.

The Bottom Line

The bottom line, before you start the selling process, is to know why you are selling, and to have realistic expectations. Remember that a business is only worth what prospective buyers are willing to pay for it. The marketplace is responsible for setting the trends in business sales and purchases, so you should do your research before deciding to sell. Look for other businesses that are similar to yours and see how much they have sold for (not what they are listed for). Our easy to use valuation tool can give you a good “ball park” figure of what your business may be worth. Additionally, be sure to talk to advisors and other business people to help you to understand what a realistic price is for your business.  Be as organized and informed as you can be, and the sale of your business will go smoothly.

