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Financing the Sale

Have you ever had a banker say "| can
help you with that."- and then furm you
down'?

Financing the sale of a business Is a very
specialized transaction. Banks are
prevented from taking "undo” risk, Unless
a loan is fully collateralized by real estate
and equipment It is considered too risky.
That is why most business acquisition
loans are SBA guaranteed..

The broker's job is to stay informed aboul
which banks will most likely finance each
deal & should actually start the process
before marketing the business. Structure
Is-everything and if the business does not
meet all of the SBA guidelines you may
find vourself, the owner, as the only
available "banker.”

Ower the past 13 years the trend has
been from almosl no oulside sourcestoa
plethora of SBA lenders in the market,
Over the past few months underwriting
requirements have tightened & this trend
may be reversing again by the end of
2008,

So, when should you sell? When you
have both a buyer and a banker saying
Yyes.

Ben Mahrle, CBI
Managing Broker
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Valuing Your Business:
An Owner's Litmus Test

Wihien business owners ask that familiar guestion = “What Is my businass wirth'?”
thisy might find the best answar in the mirrar, OF course, there are always thedfinancials
1o consider. butl numbers fall to tell the whole story. Goodwill (5 [mportant, but valoo
cannot be based on it alone, The true value of a husiness can best be determined by

'||_’}|':|i|,||'|l|:{ ol e person al the helim = the DUSIiNess OWwner,

As the owner of 3 business, you will want ta ask yourself some hard questions. How o
you measure up when it comes Lo attitude, managament strategy, customer-senice
smarts, and community relations? Take the following litmus test and see f you make the

grade.

1. Do You Think Positive?

Are you 50 focused on the bottam line that you forget to look at the clouds from tima
to time? Owning a business 5 he acknowledged Amearican dream. yet many busingss
owners allow themselves to get bogged down by the harshest sarl of reallty, They
NEgIECt 1o kKeep the dream dlive, o think gosithvely about the Dusiness LWday and
tomorrow. In our technological world, iT's easy ta forget the importance of having the
right attitude. If business owners aren’t positive. how can thay expect customers and
employees—and at some paint, prospective buyers—to be positive? The owner whao
sees anly the downside of the business will probably not see a turnaround. OF course,
there are always the realdife factors: banks that won't lend, customers who stop buying,
services that become obsolete. However, if these problems didn’t exist. the negative-
thinkers would find & whole new set of problems 1o fret about.

If you feel you could do with some pasitive polish, begin with Just that. Spiffing up the
place of business with fresh pamt, nawly cleaned carpeting, well stocked shelves, a
just to narme a few suggestions

cheerful potted palm or ticus will spegk volumes

aboul the state of the business.
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Less visible, bul egually key, 1s a positive plan for the Tuture of
the business, Business owners should be prepared (o spend
what it takes 1o generate new business, and they should take the
time to explore new possibilities for long-range success. If the
oompany currently has no mission statement or business plan,
greating ane will be evidence of the owner's enthusiasm for the
future and for the engoing success of the operation.

2. Are You a Macro or a Micro Manager?

In today's workplace, with a manager hovering at every cormer
who hasan eve on the big pleture of the business? An owner
who manages every manager and spends the rest of the ime
ghuffiing paperworkeall day is estranged from the big oulside
watld of the business, Owners should occasionally get out of
thaeatioa tia-warkthe Noorarive e dhisiviry-tu rpdi-soe-tbie-
product, Ownars who pul ithemseives in the trenches are in
taueh with th business, and this first-hand understanding will
be evident to anvone who assesses 15 value,

Parl of being @ macro, big-picture Manager is prepanng fiar
aontingencles, The value of B business Increases dramatically
when the owner demaonstrates appropriate delegation of duties
and provides @ backup managerial plan, It the owner is the
husiness, and paersonal disaster should strike—ine answer 10
“What Is the business worth?” I8 not 8 pleasant one.

3. Do You Smile When You Say “Customer
Service™?

Do you avold treating a customer like a number? Follow the lead
of successful mail-order operations, such as LL. Bean, who ask
far Lhe proper prenungiation of & customer's name and whodo
nol automatically address the customer by fitst name. Basic
up-front courtesies are important, but they do not supplant other
customer service virtues such as patisnce and willingness to
problem solve. Whethier products and services are sold by phone
or on the floor, employees should be up to speed on whal they're
selling. Nothing sparks a sale better than a salesperson with
hands-on knowledge and expertise. This works for companies

as large a3 L.L Bean (whose employees seem 1o have Ph.Dus

in every item in their catalog) or as srmall as a neighborhood
histro, where the waitperson can explain every nuance of sauce
or vintage of wine. Every hour spent training employees in

the product pays huge dividends for the business’s long-term
SLICCESS.

4. Are You “Out There” with Community
Relations?

Business owners need 1o keep their company™s image “out
there™ and visible to the public. Advertising can bulld image
at the samie time it attracts business. Anything from a dispiay

Valuing Your Business: An Owner's Litmus Test (continued from cover)

ad within the yvellow pages' listings, to a monthly newsletter
{hard copy or on-lingl, to the offering of free seminars. positions
the business s more than just thesum of jts products. An
example of a business owner with multifaceted image-making
shilis is a caterer in Asheville, M.C. This caterer dishes up the
city's best lunches and dinners, whether for takeout or to-eat
with obvious relish at the small tables she sets out on the
sidewalie. She sends out 8 monthly newsletter with recipes ancd
manages o shag appearances on radio programs (o talk about
her commitment ta buying local food. Whean Garrison Keillor's
‘Brairle Home Companion” (a preduction of Public Radio
Intermationall came to town, she voluntaared (o cater for the cast
and crew, They ended the program by having her stand for &
huge ovation, Her small store-front operation had a line the nexl

day that wound around the block.

For thi less adventurous, or consplouous, thare ara plenty of
mione consenvative ways 1o promotae the business and ts owner,
Taking an active role In the Chamber of Cammearce, gatting
irvolved In trade or service associations, and spensaring warthy
local events all contribute to great public ralations. In additlon
1o the more traditional public donations = providing kids' sports
team uniforms, taking out ads in yearbooks amployess can
join hands for walkathons ar volunteer o wiork the phones for
public TV or radio fundraisars, Belng a good community partner
is good for the business, good for the workers: and [t's gréeat

for that rellection in the mirror that takes us back to where this

discussion began,




See a Penny, Pick it Up and ‘Honey, Get the Gluel’

“Like many penny hoarders, she was never sure what o do with all

of therm - until she and her husband bought a roadside bar and cafe
in this speck of & town n California oil country near Bakersfield, Why
not. she asked her huskband, Mike, festoon the bar with the pennies?
Angd le dutitully obliged the crazy idea, using regular Elmer’s glue 1o

atfix them from ane end of the bar to another

“H was his task 1o complete the |ob, penny by painstaking penny, six

vears of ghong, gluing and gluing ...

"Maw, ane million pennies later = from Annie's cans, customers with
loose change and not a few tnps 10 the bank for exchanges = Mike &
Annie’s Panny Baris a s|ght to behold, The pennies, ke a swarnm of
copper ants. cover nearly every surface; the Noor, the walls, even the

sides of the pool 1abla .

SN, the Moore's ara pregaring to give it all up. They have put the

place up for sale, psking $8499,090.98 '44 Is.” pennies included ,..”

Thix above was excerpted from an article in the New York Timos
Sunday. Jancary 7, 2007, Mike & Annle's Penny Bar is in Mokittnek
CA,

AS ANy pennies as there ane glued 10 1he business, they only add up
o about $10,000. Thus, the price of the bar s truly $889,9949 98,
unless you want o remove all those panmes to get the additional
10,000 out of It If vou think it was tough for Mike 1o glue those

pennies, wall until you have 1o remove 1hem

Ancl, you thought you had heard all 1there was 10 hiar about small

business!

Insurance: A Dull Subject -- Until You Need It

Most business owners faithfully renew their business Disability Insurance - Are your key people covered? How

[msurance policies every vear. Unfortunately, too many of the asboul you? Who is gaing to pay these people in the-event
husiness owners have never read the pelicies. This means, of long-term sickness, accident, elc.?
among other things; that they don’t know whether the « Business interruption |nsurance -~ Who pays the bills
__policlesare current or not, For example, is the new expensive itporur Duiiding burns down-gnd business comes taa
- "? -
computer system covered? Are-all the weather contingancles standstill until you rebuild?

covered? s the employee health coverage up to date with
today’s medical costs? Does your company have business
interruption insurance? If so, when was the jast Ume you
reviewad it?

= Key Man Insurance — What would it cost to replace one
of your key people? To replace yau?

Health Insurance - Does it work in today’s medical
climate?

Now might be'a gaod time 1 review all of your insurance = Automobile insurancs — Is the coverage high enough for

policies: today's needs? Are you covered if an employee is driving

« Liability Pollcy - Is It high enough? Does it cover all the on company business [n his or her personal automobile?
needs of your business in today's sconomy?

Perhaps it's time to sit down with your Insurance agant and

get answers to the above questions-and any others you

can think of. Your insurance agent should be a big helpin

providing what you might need to keep up with today’s costs

in our litigrous society.

» Eprars and Omissions = Do vou have it? Do you need
it? If you have it. is the coverage sufficient for today’s
reguiraments?

« Warkman's: Compensation - s it current so that all
employees are coverad?
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Why a Seller Needs a Professional Business Broker

A successiul transaction usually requires overcoming many
abstacles. Most of these obstacles are minor and easily resolved
I the parties want the deal 10 work, 1alking it through can solve
almost any routing problem that arises, Ouvlside advisors can e g
real athvantage (n these nagolialions,

Howvewir, there are more Senous 55005 that do ot resolve 50 easily
ane can be fatal 1o the closing of the deal. Below are just a lew
caples:

The seller may be unwilling to agree to some of
the conditions presemted by the buver, Many
fimes these condilions provide o0 many loose
ands for the seller, or Ihay weren't part of the
ariginal agreement. No ane s willing 1o bend;
there appears to be no solution, and the deal

Craters,
or not

Due diligence uncovers probleny areas such &s
anvironmeantal concems of additional iabilities.
Ancther-problem areainvolves competitive
information, The buyver asks for a list of
customers and I.F-'::"H"IIS 1o contact tham. The
seller doesn't want this done and an Impasse
results.

During the negotiations, the buyer, or &he sefler,
discovers that there is a fack of chemistry, This
can complicate the two agresing on any other
problem that develops.

. Legal issues

There Is a breach of confidentiallty or a loss of credibility by either
ar both parties, Either one of these is usually & deal-breaker.

The buver may uftimately decide that the deal is oo big a risk, or
an outside advisor, or even a friend. suggests that the business is
nota EUOL‘J are,

e ARl AT PRt el g Fre
Blda 1

The Top Four Factors
in Closing the Deal

One industry expen believes that the
price, or tolal consideration, is not the
most important factor in accepting
coepting an offer from a
prospective purchaser. He fesls that
the top Tour in order of priosity ane:

S Assurance of closingpromptly —

. Type of curmency and deal ierms,
€.g,, cash, stock, noles, all cashat
clpsing, samouls, contingencies.
raps & wamantes, et

3. Totel price and/or considerstion

Some of the information prasented 15 not acourate or s
incomplete. The linanclals may contain oo mary deviations from
thie figures presented by the seller. Thére are also tmes when
the sellar's records have not been maintainad properly, or the tax
returns don't support the financial staterments;

There are also times whan a selfor decidas mid-way through the
deal that he or she really doesn 't want to sell and elther pulls aut of
the deal or stops cooperating. As a reault, tha deal falls aparl,

The sale of any business involves change
an bath the buy and sell sidas, This

may thregten some ol the participants
or their advisors - of even family
members, It is impartant that all partes
directly involved in the selling and buying
progess be inagreemant. No ong wants
aither a participant or internal mischief
threatening the sale.

Unfortunataly, arter it lcoks as |
averyThing is under control, one side or
the ather often suddanly comeas up with
some last-minute demands, When this
happens, these last-minute demands
may cause the deal ta fall apart.

The possibility of any of these issuss
makes it critical that a professionat
business broker be involvad in every slep
of the transaction. They have been through many of the events
ouilined above and their experignce and knowledge may offer the
best antidote. Business brokers are trained to anticipate many of
the factors that can sour the deal and theraby solve the problems
before they develop.

www.msbizbrokers.com -+ info@msbizbrokers.com
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See a Penny, Pick It Up and ‘Honey, Get the Glue!’

"Like many penny hoardars, she was never sure what 10 do with al
af tham — until she and her husband beughl a roadside bar and cafe
Why

inthis speck of a town in California oil country near Bakerstietd
nol, she asked her husband. Mike, festoon the bar with the pennies?
And he dutifully obliged the crazy idea. using regular Elmer’'s glue 10
aftix them from one end of the bar to anpther .

“ILwas his Lask to complete the job, penny by palnsiaking penny, six

vears of gluing, glhuing and gluimg

“Mow, one million pennies latar - from Annie's cans, customers with

lovse change and nol 2 few trips 18 the bank for exchanges — Mike &
Annle's Panny Bar s 8 sight to behold. The pennies. (ke a swarm of
capper ants: cover nearly every surface: the fioor, The walls, even the

sides of the pool fabie

Sl the Moore's are prepanng (o give itall up, They have put the

place up for sale, asking SE4O0 0089 98 'a5 18" pennies inoluded L.."

The above was excerpted from an artiole in the New York Times
MeKinek

Sunday, January 7, 2007, Mike & Annle’'s Penny Bar is in
A,

As many pennies as there are plued 1o 1he business, they only add up

b abaut $10,000, Thus, the price of the bar (s truly $889,999.98,
unless you want 1o remove all those pennies 1o gel the acditiona
$.10,000 aut of 1t 11 yau think it was tough for Mike 10 glug those

pennies, wall untl you have 10 remove them

And, vou thought vou had haard all 1here was 10 higar aboul small
¥ H

business!

Insurance: A Dull Subject - Until You Need It

Most business owners faithfully ranew thelr business
Insurance policies evary vear. Unforlunately, too many of the
husiness owners have naver read the pelicies, This means,
among other things, that they don’t know whether the

_peligies are current or not. For example, is the new expensive
computer system covered? Are all the weather contingencies
coverad? |s the ernployee health coverage up to date with
today's medical costs? Does your company have business
interruption insurance? If 5o, when was the ast lime you
reviewed it?

Now might bea good time to review all of your insurance
policies:
« |ighility Polley - |5 iU high enough? Does it cover ail the
needs of your business in today's economy?

» Errors and Omisslons - Do you have it? Do vou need
it? If you have it. 15 the coverage sufficient for today’s
requirements?

» Workman's Compensation - Is it current so that all
employees are covered?

Disability Insurance - Are your key people covered? How
asbout you? Who is going to pay these people in the event
of long-lerm sickness; accident, ete.?

« Business interruption Insurance — Who pays'the bills
—— 1y Uuihig - Durms downand business coines Woa
standstill until you rebulld?

= Key Man Insurance - What would it cost to replace one
of your-key people? To replace you?

= Health Insurance - Does it work in today's medical
climate?

 Automaobile Insurance — Is the coverage high enough for
today’s nesds? Are you covered if an employee is driving:
an company business [n his or her persanal automoblle?

Perhaps it's time to sit down with your insurance agent and
ger answers to the above guestions and any others you

can think of. Your Instrance agent should be a big helpin
providing what you might need to keep up with today’s costs
in our litigious society.



