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Are we in a recession? Yes!
Will we always be in a recession? Nol
What should you do about it?

Actually, now is the time to prepare for
the coming turn-around in the economy
and in your business. The way to do
that is the same as always and involves
3 proven steps. First, position your
business to be the one future customers
will want to do business with. Second,
build a platform for that business where
customers can easily find you, Third
and most important, keep working hard.
The same holds trug if you want to sell
your business. Position your business
to be the one future buyers will want;
create a marketing plan that places you
in front of the greatest number of
buyers; and keep working like it will
always be yours!

We can help you with the first two
steps- preparing for the sale and
marketing your business- and we will
work just as hard to sell your business
as you have to build it.

Ben Mahrle, CBI
Managing Broker
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WHAT ABOUT SELLER FINANCING?

FINANCING THE SALE: SOME QUESTIONS TO ASK YOURSELF
SECRETS FOR SUCCESSFUL BUSINESS SALES

— WHY PEOPLE WANT TO OWN THEIR OWN BUSINESS

What About Seller Financing?

Some af the vory first questions polenbal buyers ask o business brokerage specialist
are! | make?™ And then,
meed to puy it Many sellers expect, or at least want, an all-cash sale. Interestingly,
whan asked T they paid cash when they purchased the business, most will respond

“Howd mmnch is 7?7 "How ruch can “How mpch money do |

with a “rin,” Many of those who say “ves” aclually started tho business from scraleh as
coposed Lo huying it. Most business sales are inanced either by an ouiside source or
by the seller. An all-cash sale s guite difficult e getl in today's economy Actually, it was

auile difficull 1o get in yestorday's seonomy,

Barks like 1o lend only against
hard assels, The Small
Business Admimstration
(SEA), under ils Tia) program,
lends money for @ buver (o
purchase an existing husiness,
but today, the requiremeants
for this progeam are yery
stringent. The buver generally
must nave had eperienss in
the type of business Deng
purchased: in many cases Lthe
goodwill will not be included in
the purchase price; the buver
miush nave viery good credil;
and the husiness must have
an excellent track record and
e able to snow it with good
financials, And these are just
Lhe basc reguiraments.
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What About Seller Financing? (continued from cover)

Seller linancing has quite a tew oluses, Herg are a fow:

«  Thersis g baeller chance that the business will sell. In fact,
in many cases he business won't sell for all cash unless
the selier is willing to lower the price substantially,

= The seller will usually receive a muach higher price i© he or
she s willing to finance & portien of the sale price.

o Moslsellers are unaware of just how muech interest can
inoresse Lhe tomal consideration paid for the business. A
seller-financed note, for example, at eighl percent interest
paid cwer ning vears actually doubles Lhe amount carried.

= With interest rates paid by banks and other savings
inatitutions and the stock market the lowest they we
been 0 years, seller inancing may make 2 lol of 5ense
econarmically,

= Seller tinancing may also have some positive tax
CONSCOUENCHS,

s And, finably, financing the sale tells the buyer that a seller
has sufficiont confidence in the business that it will or can
pay for itself,

Other than & seller necding the cash o purenase another
husiness or some other personal reason, Lhe higgest obstacle
is the setler's concern regarding whether a new owner will be
able to pay off the an from the profits of the business. Whils
the seller already has the best idea about the polential profits
of the business, Lhere are some additions! things & seller can
do to check out Lhe buyver,

«  [Does the buyar own his or her own house? [F s, how long
has he or she lived mil?

«  Whatis the buyar's work history?
«  Obtain a copy of the buyer's credit report.
= Check out the buyer’s personal referénces,

Creative finsncing can also be very helpful, For example, &

oy store generally doss 40 percent or more of its business in
October, Movermber and Decembern Make the payrments hghaer
in those months and lower in he summer when business s

not usually as good. O IF the buSiness s in a summer resorl,
make the payments much highar in those months and lower in
the middio of winter, Seler inancing has bean the mainstay tar
successful business sales,

«  What is the lowest amount of cash you will aceent
from a sale?

= Have vou considered what will have to be paid from
the cash received? Don't forget suppliers, vendors,
unsecured creditors, a partion of the clesing costs,
alher debt, ate.

+ s there any long-term or secured debt that could
ke assumed by Lhe buyar? This may lesve more
available cash [rom the sale for the seller

= Whal is an acceptable interest rale Tor seller-
financing?

= What are the tas consegquences of The 5ale?

« Wil the business be able to service the debland still
provide & living and return to the buyer? This is a key
guestion for parties on hoth sides of the sale.

How the saleis structured is impartant toe the best deal for the
buyer and seller, & professional business broker can be the key
plaver in accomplishing this goal. Business brokers can't provide
lzgal advice, but their deal- making knowledge and experience
can greatly assist in ensuring a win-win transaction.
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The Buyer and Seller should be In agreement from the
beginning. |n many transactions, the buyer and seller we
really in.agreement Initially or didn't r understand the
terms of the sale: They must also be fortablewith the
terms and structure of the sale. Misunderstand

many deals tofall apart.

Both sides must be patient. Putting & deal together and
closing it takes time. It Is also impertant that both buyer and
seller make their advisors stay 1, The attorneys
invalved should be told fram th et by buyer and seller
that unless the deal is lllegal or unethical, they want it to work,

No one likes surprises. Everything should be revealad from
t, and if the

are communicated to therm out frant, the sUrprises

mHndses-will-be

minus
are eiminate arthy
exposed sooner ar fater,

Buyer and seller must feel like they hoth got a good

deal, the closing is 8 mere

feel comfortable with the tern

the chemistry betwaen them. That
transactiomn.

the sign of & win-win

The real secret! The real secret isitl 1 i one word =
listen, Everyone invelvedin the deal must listen. Mo one can
will understand
=ally important to the other. Listenis =gtes a spirit
aration and allows both sides to work together to
malke the deal work. After all, the buyer and sellar wouldn’t
be invalved if the seller wasn't interested In selling and if the
buyver didn’t |ike the business well enough to attempt to buy it.

win on avery poalnt. By listening, both's

what is

Why Business Sales Fall Apart

A recont survey of business broker professionals
reported the folowing response to the guestion: What
was the main chatacle hal prevented pending sales
[ closing?

| Financing A0
m Seller lssues 26
= Buyer lssues 2%
B | gndlordLease lssues 13%:
B |Ledgal lssues Bk

= Governmental 1ssues
(Inspections.
Environmenlal, ela) 01%

her
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Why People Want to Own Their Own Business

Thie econcmy is certainly not the best iU's ever been.
Small businesses are hurting: business is off, The
awners are warking longer hours for less profit, 5o
what's the big attraction In owning your own business?
Mow may be a good time 1o pause and reflect on all of
{he reasons owning your own business is still the best
way Lo gol

» Yo are your own boss. You answer only to yourself,
= You make your own decisions.

= You can build your husiness as you see fit,

«  You can build vour ownowealth,

« You can't be lrad, laid off or downsized.

+ You can take a day offwhen you want.

«  You don't have o deal with the carporate

hureaucracy.

o You can "hang cut” al your own water cooker and
take colfes breaks when you want,

= You can build your own safoty net.
«  You are building your own eguity

«  You have something Lo leave to your childran,

+ You control your own desting and future.
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