Selling your business
Introduction

If you have made up your mind that you want to capitalise on your hard work over the years and that you have no firm succession plans the following might help you as a checklist.

In simple terms it is no different than selling a house or a car, you simply have to market it in the best possible light and be open and honest about the strengths and weaknesses, in short try to look at it from the Buyers perspective and appreciate it is all about packaging.

Top Line

Review your product range, is it competitively priced, are the revenue streams sustainable and can be easily understood. Where are you in the market place and what is your market share, these are question you should be asking yourself constantly and be able to answer honestly to any potential purchase.

Margins

These are important, they reflect the costs of the sale and the effort required to maintain the revenue streams. Do you have any supply agreements and what can potentially be achieved with economies of scale if the buyer has a similar business or background. Are there any long term supply contracts that tie in the business to volumes or prices which are fixed and cannot be broken? 

Cost Base

What are the true overheads of running the business, are the directors salaries representative of market rate or do they reflect a cost of ownership, remember the buyer would be looking at constant recurring costs which reflect the sustainable nature of the business rather than any one off costs such a bonuses or bad debt provisions, loss on disposal of assets. How flexible are your employment contracts and are there any hidden redundancy or pension costs?

Assets and Liabilities

Check on current values of all your assets, is the freehold correctly stated in the balance sheet, does the plant and machinery cost reflect its useful life, are all debts collectable? Do you have any obsolete stock?

 Review payment terms from debtors and creditors to see if there are further savings to be made.
Are all provisions adequate and not excessive?

Organisational issues
Remember the way that you ran your business will be different from the way a buyer would  see it, having family members employed at more than market rates , for example, is not part of the ongoing costs structure, replacing ex[ensive vehicles with more standard type fleet may well also be in the ,ind of the buyer, A frank, open discussion about the merits or otherwise of the employees and their business processes should be had a s early as possible with all stakeholders.

Your Bank will also want to know as they may want to revise the conditions for banking with the new owners if the business plans are going to be different and additional facilities are required

Good housekeeping is also important with regard to legislation, are all statutory returns up to date, again it is a question of compliance and the avoidance of fines.

On a general not a buyer will want a ‘clean business’ separated from the owners, the Buyer may well ask for Warranties , so it is in everyone’s interests that the company discloses everything as early as possible.

Be prepared to haggle on price and payment terms. The role of ‘consultant’ may also be on offer during the initial phase of new ownership, so be prepared to use this period as an opportunity to earn a bit more out of the deal.

Conclusion
Put yourself in the buyers shoes, what would you want in these circumstances, remember to get the best possible price you will have to disclose all material facts and then the buyer will be comfortable
