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Visit our How To website at www.howto.co.uk



At www.howto.co.uk you can engage in conversation with our authors – all of whom have ‘been there and done that’ in their specialist fields. You can get access to special offers and additional content but most importantly you will be able to engage with, and become a part of, a wide and growing community of people just like yourself.


At www.howto.co.uk you’ll be able to talk and share tips with people who have similar interests and are facing similar challenges in their lives. People who, just like you, have the desire to change their lives for the better – be it through moving to a new country, starting a new business, growing their own vegetables, or writing a novel.


At www.howto.co.uk you’ll find the support and encouragement you need to help make your aspirations a reality.


You can go direct to www.how-to-sell-your-business.co.uk which is part of the main How To site.


How To Books strive to present authentic, inspiring, practical information in their books. Now, when you buy a title from How To Books, you get even more than just words on a page.
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Introduction



WHY DO YOU NEED THIS BOOK?



Some people only ever sell their business once, typically when they are looking to retire. Others will find themselves selling their businesses a number of times during their careers as they move from one project to the next.


But both types of people have one thing in common, they both need to get the best deal possible out of the sale:


♦   if retiring, to secure the future


♦   if looking to move on, to fund the next venture.


This book is written to help you to ensure you get the best possible deal when you come to sell, for whatever reason.



WHAT DO YOU NEED TO DO TO GET THE BEST DEAL?



To get the best result from any sale requires preparation, having a structured approach to marketing what you have for sale, and negotiating the actual deal. Take for example selling a car. To get the best price you would generally need to:


♦   Decide why you want to sell – you need to have a convincing reason to tell prospective purchasers, such as trading up, otherwise they may think that it’s a problem with the car that has led you to sell.


♦   Pick the best time to sell – so that you are selling at a time that suits you (rather than being forced into a sale when you are desperate for the money), and you are selling at the best time of year (eg you are likely to get more for your convertible in May than in November).


♦   Do some market research – to check how much your car is likely to be worth, what you want to get for it, how much you will ask (to give yourself some room for negotiation) and what seems to be the best way to advertise it.


♦   Get the car and the supporting paperwork prepared – so that the car is attractive, you have taken out anything you want to keep (or could sell for more separately), you have the HP paid off, you have the service record, MOTs, receipts and logbook to hand.


♦   Start your marketing – place your adverts and be available to take any calls.


♦   Deal with enquiries – meet prospective buyers, give out the right image about yourself as much as about the car and deal with their questions.


♦   Let the buyer do their checks – look under the bonnet and take a test drive.


♦   Negotiate the price – (how much) and the terms (cash or banker’s draft, not personal cheque).


♦   Complete the sale – take cash and write out a pair of signed receipts (one for you to keep) describing the sale on an as seen basis to avoid any future claims; and send your part of the logbook in to the DVLC so that you don’t start to receive demands for payment of the buyer’s parking tickets or speeding fines!


The same general approach will apply to selling your business. Just bear in mind that when your buyer decides that they want an independent inspection of what they are buying, it’s likely to be an ACA or ACCA (a Chartered or Certified Accountant) that turns up to look at the books (a ‘due diligence’ report), not the AA to look at the engine.



SO WHAT IS SO DIFFICULT ABOUT SELLING A BUSINESS?



It’s important to realise however that there are fundamental ways in which selling your business will differ from selling your car.






	When you sell your car, you don’t expect


	But when you sell your business you may find







	To worry about giving out information to prospective buyers about the car


	You need to be careful about how much information you give out during the process, as for example, you don’t want your main competitors picking up your key customer list for free







	To worry about advertising that the car is for sale


	You want to keep the fact that the business is for sale secret from suppliers, staff or customers until the deal is done







	To be asked to lend the purchaser the money to buy the car


	You have to allow the purchaser some credit to enable them to pay you in part over time out of the profits of what was your business (‘vendor financing’)







	The final price to be uncertain until you have worked out exactly how much petrol is in the tank


	The final price will have to include stock at valuation (SAV) at the date of sale







	To be expected to have to give written confirmation that the car has not broken down in the last two years


	You are asked to confirm some facts about your business in writing (‘give warranties’)







	To be required to give your purchaser driving lessons


	You have to agree to stay on for two weeks or two years to help train the purchaser in running your business or to smooth the introduction of the buyer to your customers







	To promise the new owner that you won’t buy a new car


	You are asked to sign an undertaking not to set up business again in any way that will compete with the business you have just sold







	The final price to be dependent on how well the car keeps running over the next two years


	The price agreed includes clauses that adjust the total paid up (‘escalators’) or down (‘clawbacks’) based on future performance







	To consider the tax implications of a sale


	Tax planning may be vital to ensure you obtain the best net result from your sale







	To need anyone else’s permission to sell (assuming that you have paid off any hire purchase)


	You may need agreement for the sale and transfer of assets or contracts from your landlord, franchiser, or even suppliers or customers with long-term contracts that include clauses covering change of business ownership








 


In addition, just as there are specific price guides, key criteria for valuing (make, model, age, condition and mileage), and specialist magazines for selling cars, there may be similar ‘standard approaches’ that are specific to your business, eg:


♦   Traditional routes to sale – such as specialist agents who deal with licensed premises, agricultural land agents or brokers who specialise in professional practices.


♦   Standard information required on which purchasers make decisions or on which businesses in your industry are valued – such as barrelage for pubs.


♦   Traditional sale terms – such as SAV (‘stock at value’) for pubs.



HOW WILL THESE ISSUES AFFECT YOUR BUSINESS?



The degree of complexity involved in the sale process and the issues arising from it will vary depending on the size and complexity of the business and the nature of the sale.


This book is therefore designed to address the whole range of situations just described, to help every seller achieve the best outcome and while not all the detail of each chapter will be relevant to every business sale, the general principles outlined will apply to all sales to some degree.


Most of the terms used in the book are defined in the text, and you will also find a glossary of relevant terms at the back of the book.
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Why Are You Selling?



WHY SELL?


There are many reasons why business owners choose to sell their business including a desire for retirement or to hand over succession to other family members, business partners or management.


Other reasons may include:


♦   To acquire money to fund growth, when the opportunities available to a business are greater than can be exploited by the business based on its own financial resources.


♦   To become associated with a larger firm, allowing access to their developed distribution channels or their particular manufacturing or marketing strengths.


♦   To allow concentration on a particular area of operations without having to worry about ‘the whole shooting match’.


♦   To pursue other business interests.


♦   To reduce risk by ‘banking’ some or all of the cash made in building up the business, thereby eliminating some of the personal risks that will come from making future business decisions.


Whatever your reasons, you need to decide that you are serious about selling your business, as it is not a decision that should be taken lightly. After all, once your business is sold, it is sold. In addition, the process will take up an enormous amount of time and effort and will cause significant amounts of disruption to the business when customers, competitors, employees and suppliers find out that it is being sold.


Nevertheless, if you have successfully grown a business, sooner or later you are likely to consider selling it. In addition to disposing of all the worries and responsibilities, you will be looking to reap the financial rewards of all the hard work that you have put in over the years. However, the prospect of a sale for an entrepreneur (who has often founded the business) can create mixed emotions. On the one hand there is the prospect of realising the value of the business that has been built and obtaining both financial freedom and freedom from the demands, risks and worries of running a business. On the other hand, letting go of your baby which you have sweated and worried and slaved to build can generate a strong sense of loss, particularly if you feel responsible for the prospects of staff and managers left in the business.


Many owner-managers therefore find it harder than you might expect to decide whether or not they ought to be selling the business.


The principal reasons for selling divide into a number of personal and business requirements.


Banking the money


Often much of a business owner’s personal wealth will be tied up in the company they have created. A sale of the business therefore offers the principal opportunity to convert this holding into cash which allows the business owner to diversify their investment across a range of different types of asset and investments, thereby minimising their exposure to the particular business’s health or otherwise, and to enjoy the benefits of having created a successful business.



Reduction of risk


Often in the early days of a business, despite the legal status of limited liability, the owner finds that they have had to put up personal security in order to obtain bank funding, or even to give personal guarantees in order to obtain certain supplies, ranging from property leases all the way down to a photocopier. The effect of these personal guarantees is that the business owner is liable for the debts of the company in the event of the company’s failure, and we often find that such personal guarantees, given in the early days of business, have never been fully removed. In addition, the responsibilities of directors grow ever more onerous with every piece of legislation and, for example in the event of insolvency, directors face the prospect of potentially being made personally liable for some of the company’s trading losses. It makes sense therefore for owner-managers at some point to seek to reduce their exposure to such risks by selling the business to others who are willing to run it.


Health concerns or retirement


The above points are particularly relevant when the owner-manager decides it is time to retire or their health starts to fail. In fact, many businesses are sold not because of any financial considerations, but principally through some change in the owner’s life; however many entrepreneurial business owner-managers seem to thrive on the activity and mental challenge of running their own business well into their 70s and later.


Boredom


Entrepreneurs and owner-managers are human, and they do get bored. Those who are highly entrepreneurial may find that once they have established a business they sooner or later become bored with running the same thing and wish to move on to new projects. Others become bored with living under the continual pressure, and decide they wish to pursue other interests, seek to retire, or occasionally, seek to hand on the administrative and managerial aspects to others in order to concentrate on the particular aspects that they love.


Money to grow


The faster your business is growing, the greater will be its demand for working capital to meet its expanding trading, together with investment capital to support it in exploiting new opportunities. For this type of company, achieving a sale of part of the owner’s interest can be the route to acquiring the capital needed to take on the opportunities that arise, but this will naturally involve some form of loss of control of the business in return for the external capital introduced. In these circumstances an entrepreneur has to decide whether the opportunities offered by this extra money compensate for the restrictions on their independence.


Considering the implications


If you are thinking about selling, think through the implications for your personal life. How will you feel once you have sold up? What are you planning to do next? When deciding whether you wish to sell, you should consider the above motives. Which apply to you?


If you are considering retiring bear in mind that your business environment gives you a high degree of structure to your life. Moving to retirement will be a major change in lifestyle for which you need to prepare. Therefore seek out other business people who have sold up, and talk to them about both the process and the impact of having sold up on their lives, their relationships and what they have gone on to do.




GOLDEN RULE 1


Have a good reason to sell (that is logical to the buyer)


The buyer will want to know why you are selling. The more valid your reason for selling, the more serious the buyer will be. If you do not appear to have a valid reason for selling, the buyer will be suspicious and think you are selling because there is something wrong with the business that they have not yet spotted or you are not serious about selling. If they are suspicious about the business they will not pay you as much for it.






KEEP YOUR BUSINESS OFF THE MARKET UNTIL YOU WANT TO SELL


Once you have decided whether you want to sell, the next question is ‘When to sell?’


Some owners take the attitude that the business ‘is always for sale’ for the right price. These businesses are not really interested in the sale but if someone is prepared to make them a silly offer they would consider it.


The problem with this approach is that a serious buyer with a serious interest is committed to expending a high degree of cost in time and cash in pursuing an offer through to a sale. Stop for a moment and think how the ‘we’re always for sale if the price is right’ approach appears to a serious purchaser. They could spend a lot of time and money pursuing the purchase of your business only to find, in the last analysis, that you are not actually interested in selling it. This may also mean that you miss out on what otherwise might be a good offer.


Then bear in mind that often the most easily accessible buyers for your business (if not necessarily the best) will be somebody already in your trade. How small an industry do you work in? You may well find that word quickly gets round about those people who are ‘always for sale but only for silly money’, but who are ‘not serious about going through with it’. If you get yourself tarred with this brush, you are unlikely to attract a serious buyer on the offchance that you are really going to go through with it this time.


Worse still, should you later decide (or are forced by circumstances) to attempt to really sell the business, how many purchasers in your industry, knowing this reputation, are going to take you seriously? In effect, therefore, you will already have spoilt part of the market.


Or worse again, if the market knows that the business has been for sale for a long period, it may come to be perceived as ‘damaged goods’ because many potential buyers will suspect that you haven’t achieved a sale because there is something wrong with your business. If you get yourself into this situation, how successful are you going to be when it actually comes time to sell? And what price are you likely to attract?




GOLDEN RULE 2


Be serious about selling


Don’t be for sale until you are for sale. Ensure that buyers know that they have a one-off opportunity to deal with a serious seller who is committed to go through with the process of selling and won’t waste their time and money.






SO WHEN SHOULD YOU SELL?


You are likely to get the best price for your business at the point when its growth prospects appear highest. The growth prospects of your business will appear best when:


♦   your company’s business is growing (has been growing strongly and has prospects of strong future growth)


♦   your industry is growing and


♦   the outside economy is growing.


Ideally, therefore, you want to be selling at a time when your performance is good and your prospects are better.


It is a fact of life that many entrepreneurs are attracted to high growth industry as an expanding market offers easier opportunities to create a new business. What you must bear in mind however is that every high growth industry eventually settles down to a much lower rate of growth which cannot support new entrants into the market and often cannot support all of the existing players. Therefore many sectors, from skateboard shops through to nursing homes, golf clubs, and mobile phone shops, will show periods of high growth with large numbers of players entering the field only to have a ‘shakeout’ as the rate of growth declines and the less successful players go to the wall.


In buying your business, purchasers will be putting a value on the prospects of the business.


When picking your moment to sell therefore, it pays to ‘leave something in it for the next man’. Remember that selling a business is a process that will take some time. Many entrepreneurs are tempted to hang on into a growth industry, attempting to squeeze every drop of growth out of the business and aiming to sell right at the top of the curve (just before B in Figure 1). The danger with this approach is that you just might be very lucky and sell out at exactly the right time. However, bear in mind that the sales process will take several months to complete, from start to finish. The chances are that you will not be successful and will miss selling right at the peak.


The point to note here is that the value of the business at point A is likely to be much greater, or as great as the value of the business at point B because the business at point A is being valued on the basis of continuing growth as perceived in the marketplace; whereas the value of the business at point B is being valued on the basis of a flat market. Selling at point A may therefore get you a better price than selling at point B, as even though point B is higher, a buyer may ‘overpay’ at point A.
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Figure 1. Buyers buy on trends.


Moreover, the value of the business at point C will be based on a declining market and although objectively the business is at the same level as at point A, a buyer will tend to underpay, based on the current declining trend.


You should review your business every six months or so and consider whether now is a good time to sell. In fact, asking yourself the question: ‘Would people want to buy my company?’ is a good test of whether you are generating value or not. Because if the answer is ‘no’, what does this tell you about your business?


Keep an eye, therefore, on the value of your business and the rate of growth of it, its industry and economy in general.




GOLDEN RULE 3


Choose your moment to sell, do not have it forced upon you


Be proactive about deciding when you want to sell your business. Never allow yourself to become a forced seller of your business as a result of economic or other reasons as you will achieve a worse price because first, you will not be selling at the most opportune moment to maximise value, and second, anxiety will force you to accept worse offers than you would otherwise consider.






WHAT IF YOU NEED TO SELL BUT YOUR BUSINESS IS IN DIFFICULTY?


If your business is in difficulty, should you attempt to sell it you must accept that you are unlikely to get as much for it as you would if it was in good health. As you are a distressed seller or selling a distressed business, the value you are likely to achieve for your business will be low.


Therefore, if your business is in difficulties, in order to improve the price you are likely to achieve, it may well be advisable to attempt to turn it around first so as to be able to market a business with a better current trading performance and future prospects.


If your business has become quite severely distressed, and in practice would fail one of the tests for insolvency set out in the Insolvency Act 1986, in that it is unable to pay its debts as they fall due or that its liabilities exceed its assets, then there are further problems in attempting to achieve a sale. These are that, in the event of a liquidation, the insolvency practitioner who has been appointed will have a duty to look at transactions during the period leading up to the insolvency, particularly those undertaken when the company was technically insolvent, to see whether any of these should be reversed. In particular, they will be looking for transactions at undervalue where they are able to argue that an asset has been sold off cheaply (eg you have sold the Rolls Royce to Joe, your brother, for £5 the day before the liquidation), or preferences, where they are able to argue that you have acted to put one creditor in a better position than others (eg you have paid Joe, or have transferred assets to him in settlement of his account prior to the liquidation, when you have not paid other creditors).


Thus any sale or transfer of a business’s assets in the period leading up to a liquidation may be subject to a challenge in the courts by a liquidator. They may also feature in the liquidator’s report on the directors’ conduct prepared for the DTI and upon which the DTI decide whether or not to take directors disqualification proceedings.


For further information about insolvency and business turnaround issues, try www.turnaroundhelp.co.uk or Turning Your Business Around (How To Books, ISBN 1-85703-767-7).


In addition, by taking as many of the steps suggested in this book as possible, even if over a reduced timescale, you will at least present your business for sale in its best possible light (known amongst the turnaround profession as ‘polishing the pig’).




GOLDEN RULES SUMMARY


1. Have a good reason to sell (that is logical to the buyer).


2. Be serious about selling.


3. Choose your moment to sell, do not have it forced upon you.
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What is Involved in the Sales Process?



HOW LONG WILL IT TAKE TO SELL YOUR BUSINESS?


First and foremost, be prepared for the long haul, as the entire process of selling your business from start to absolute finish could take as long as nine years.


If this seems surprising then I’ll say at once that this assumes a structured grooming and sales process of two or three years with a year in which to actually sell your business; whilst the rest of the prospective nine years relates to dealing with the aftermath.


To illustrate what I mean and to give a flavour of some of the issues covered in the rest of the book, set out below is a summary of the sales process that a normal mid-sized trading business might go through in order to obtain the best realisation.


Two to three years prior to sale


As a business owner you will need to seek recommendations as to good potential advisors, meet with them and discuss your plans with them.


Having done so, on the basis of the advice received from the advisors, you should start to groom the business for sale. This means ensuring that its trading performance is managed to demonstrate strong, reliable profits and growth. This may involve either restricting your drawings by way of salary, and abandoning other mechanisms used to reduce profits and hence tax paid, which will result in the business paying higher taxes than it used to; or at least keeping detailed records of all such issues with which to subsequently adjust the published profit and loss and to support these adjustments during the due diligence process.


This is a good moment to consider whether you are actually a serious seller as there is little point committing to paying higher taxes than you need to if you are subsequently not going to sell.


One year prior to sale


With the business trading and demonstrating good strong profits, it is time to tidy up the business’s paperwork and reduce the risks, get all its contracts in order, negotiate any leases that are required for the ongoing trading of the business, tie in key employees and also to tidy up the physical plant, machinery, and property of the company so it appears well ordered and attractive to prospective purchasers when they come to look round.


Ensure that you have all your books and records up to date, with copies of management accounts to demonstrate your strong profits and tight controls. It may also make sense to undertake a mock due diligence exercise (effectively to undertake the sort of audit of your business that a purchaser will undertake during the sale process), so as to identify any potential legal or financial problems that the purchaser’s advisors may find, so that these can be resolved prior to entering into actual sales negotiations.


Start of the sales process


Meet with your advisors to finalise their instructions and work with them to prepare the necessary information. The advisors will generate a list of potential purchasers from your knowledge of the industry and by searching commercially available databases. This list will need to be discussed with you and the strategy on approaching prospective purchasers agreed. At the same time, the advisors will put together a sales pack (or information memorandum) which you will need to approve and, you will need to have discussed with them the valuation of the business and agree both your target price and a price below which you are not prepared to go.


Months two to three of the sales process


Your advisors will be out approaching the prospective purchasers, seeking to find whether they are actually interested in buying your business or not. On a regular basis, the advisors should be meeting with you to update you on progress, the responses received and any other prospective purchasers who may be added to the target list. At the same time, for those prospective purchasers who have expressed an interest, confidentiality agreements will be being sent out for signature and return, to allow sales packs to be despatched and discreet site visits arranged for those who are interested.


Months four to six of the sales process


By this stage your advisors should be pressing interested parties to make their initial offers, which should then be discussed with you, so that between you and your advisors, you prioritise those interested parties who are serious and most likely to do an acceptable deal, so that your advisors can concentrated on these.


Further site visits are likely to take place and interested parties will be looking for more information to be provided which may require you to set up a data room (an office where information will be available to prospective purchasers to look through), either somewhere on your site, or more often off-site with your advisors. Meanwhile your advisors will be continuing to negotiate widely with a range of potential interested parties and construct their strategy for conducting the sale eg should they conduct an auction, grant exclusivity or move to a ‘best and final bids’ in order to ensure they obtain the best offer.


However, by the close of this period you need to be assessing the offers available and looking to negotiate with one, or possibly two, interested parties in order to achieve an agreement on price, and so produce a formal offer known as heads of terms or heads of agreement.


Months seven to nine of the sales process


Protected by an exclusivity clause in the heads of agreement, in parallel the buyer undertakes their detailed due diligence review of the business whilst the terms of the final sales contract are negotiated.


Any issues arising out of the due diligence will be being fed into the contract negotiations until a final contract can be drawn up by the solicitors which is why it is best to have cleared up the many issues as can be identified well in advance of this stage.


The buyer then completes the final closing due diligence, the contract is signed and on completion day all the actions take place which are needed to conclude the deal, such as transfer of the funds, and valuation of the stock. It is worth noting that in the sale of a distressed business, this timetable may need to be considerably shortened.



One to two years post sale


The final sales contract, a copy of which will form a central part of the ‘Bible’ produced by the solicitors after the sale, is likely to include provisions that for a period of say, one or two years after the sale, the purchaser will have the right to claim back monies from the seller based on the warranties and representations given in the event that they find problems with the purchased business for which they may file claims under the terms of the contract.


In connection with this, part of the purchase price may be held on trust by a solicitor in an escrow account that can only be released at the end of the potential claim period. Conversely, the seller may need to stay on with the business, working for the buyer under a consultancy contract in order to ensure a smooth handover, and may even be entitled to receive further monies for a period of years following the sale under a form of escalator or earn-out clause if the business performs well.


Up to five years post sale


In order to protect the purchaser from the seller immediately going into competition with the new owners using the seller’s old network of contacts, most sales contracts will include clauses that prevent the seller from setting up in similar businesses in the locality for a significant period, often up to five years although the longer this period, the more difficult such claims are to enforce.


Therefore, as you can see, whilst a normal corporate sales process is itself a fairly long drawn-out affair, typically lasting up to say nine months, to get the best result requires a significant period of prior preparation over something like two or three years, whilst the full financial and contractual implications of the sale may well take two to five years to completely work through. Thus, from having decided that you might like to sell your business to having completed the entire affair, may in some cases take almost a decade.




GOLDEN RULE 4


Start early


You are only going to sell this business once, so it does pay to do it right first time. This sale is like any other sales process, you have to know your product, prepare it so it is attractive for prospective customers, get to know the needs and wants of your prospective purchasers, and sell them the product, pursuing it all the way through to doing to deal.






ITEMS TO CONSIDER WHEN PLANNING TO SELL YOUR BUSINESS


Since the sale of the business is also the biggest sale the business will ever do, you have to commit time and effort to preparing the business for sale in order to find the right buyer and maximise the value you are going to get out of it. And since it will require an effort, it is worthwhile thinking in a structured way about what your goals are for selling the business, as set out below.


♦   What do you personally want out of the sale and what are your main reasons for wanting to sell the company?


♦   What do you want out of the sale for you, your company, your employees, or your management team? Would it matter to you, for example, if following a sale the purchaser shut your business down? Or relocated it? Or are you determined that your company should continue on after you?


♦   Do you have children in the business? Do you want to ensure they have a role going forwards?


♦   Are you looking to stay with the business after the sale, either permanently, or for a period, or are you looking for a clean break and an exit?


♦   Do you want to retain any particular assets, such as the land and buildings, or any particular contracts?


♦   If you are selling in order to help your business develop, what characteristics are you looking for in the purchaser? And what are the reactions of your customers likely to be?


♦   What sort of terms of a deal would be best suited to you and your financial situation from a tax and pension planning point of view?


The sales process is important. Like anything else, sales are unlikely to come to you. You will have to go out and sell your business in the same way as you sell anything else. And just as when your company is selling products it is selling them in competition with other companies, when you come to sell your company you will find you are in competition with other people who are looking to sell their businesses to purchasers who have the money. Be prepared so as to give yourself the best chance of success.



WHAT ABOUT A FLOAT?


A flotation of a business (sometimes known by its US term of an IPO, or initial public offering), really represents simply a specialist type of sale, where rather than selling the whole business to one particular party, shares in the business are offered for sale into a marketplace where they can be freely traded.


Many businesses that I speak to talk about ‘working towards a flotation’ and they may see this and the liquidity it will generate as the end objective.


This is a mistake, as a few moments reflection from the point of view of prospective investors will clearly show. If the management team who have built the business and grown it to the stage where it can be floated simply want to exit at this stage, why should I, as an investor, put money into buying something where the factor which has been key to its growth so far is disappearing to the south of France with a fat wad of money in their back pocket?


[image: Image]


Figure 2. Flotation as exit.


No, a flotation must be seen as a tool for attracting more money to achieve the business’s long-term goals. To be successful, it must clearly be an integral long-term part of the planned future development of the business, and can be presented as a way to raise funds for future investment in the business in order to secure future opportunities.


[image: Image]


Figure 3. Successful flotation.


Preparation of a business for a flotation is probably worth a book in itself, but suffice it to say that many of the aspects of grooming a business for sale covered in this book will equally apply to a business looking to float. In addition, a management team that is looking to achieve a successful float must really run their business in terms of:


♦   management information


♦   investor relations


♦   strong financial management of the business with regard to return
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