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			I hope you read this book with a pen or pencil in hand and make notes as you go. The stories throughout are real, though the names and situations have been changed to protect the identities of the individuals and their businesses. But the stories happened as I relay them, and the principles you learn from them will come in handy when you are ready to sell your business, whether that be in a year, three years, or even later.

            I dedicate this book to the memory of my late dad, Ed Cumbee. By example, he taught me so much about how to be a father, friend, and respected businessman.
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SECTION I

			
What You Need to Know Before You Try to Sell

			When you go on a business trip, you typically don’t pack weeks, or even days, in advance.

			If you are like me, before you head to the airport you pull out your luggage, put in the right clothes, get your briefcase ready, and head out the door in time to get through airport security. No significant advance preparation is necessary.

			Make a note: that is not a template for how to sell a business. Selling a business is a sequence of events that unfold over a period of time. You probably know that already, but what you likely don’t appreciate is you may not totally control the sequence of those events. So, you need to understand the circumstances that might precipitate a sale so that you can get ahead of the process. You also need to know how your business will be valued. And, finally, you need to know the kinds of buyers in the market and how they will look at your business.

			Take it from a pro: if you understand these things before you are ready to sell, you will dramatically increase your chances of hitting a home run when it’s your turn at the plate.

			
chapter 1

			
Preparation: Do It Now but Do It the Right Way

			My dad might not have been happy that I decided to be a business broker. He was once conned by a business broker, so he didn’t have a high opinion of them.

			Early in his career, Dad was a successful sales executive with R. J. Reynolds Tobacco Company. In his mid-forties he wanted to become an entrepreneur, so he bought a small retail business in our hometown of Poplar Bluff, Missouri. Dad worked hard and built a solid business that provided a nice lifestyle for our family.

			By his late sixties he was ready to retire. I had gone off to pursue a career in law, eventually going to Harvard Business School to get a MBA, and finally settling in Florida to develop real estate. I wasn’t around to help Dad through his transition, but he later told me his sad story.

			One day, Dad got a call from a guy who said he could sell his business. Having a retail business in a small town, Dad didn’t have many transition options, so he decided to meet with the guy. What makes the story most remarkable for me is that Dad made few mistakes in his business career. He was a very cautious, intuitive guy; he had not built a successful business being gullible. This business broker must have spun a good yarn, because he got Dad to pay a retainer on the spot, at which point the broker said, “I’ll be in touch soon.”

			Well, you probably know how the story ended. Dad never heard from the guy again. Never. Suffice it to say, after that, Dad did not have a positive impression of business brokers. If he were still living, I know Dad would be curious why I decided to become a business broker after my successful corporate career and a profitable stint as an entrepreneur. I can assure you, while sitting in class at Harvard Business School, I didn’t expect that one day I would be helping small business owners transition into retirement. However, the memory of what my dad went through never left me.

			But then it happened to me, too!

			I had my own frustrating experience with a business broker. In 1989 I decided to buy a business in Orlando, where I was living. I found what appeared to be a good opportunity being represented by a business broker. I did my research and due diligence on the opportunity. Not long before I was scheduled to close on the acquisition, I found a material misstatement in the financials, which seemed to surprise the business broker. I remember thinking at the time that a good business broker should have found this problem and brought it to my attention. But it also occurred to me the broker might have known about the material misstatement and chosen to not tell me. Bottom line: the business broker was either misinformed or unscrupulous. I didn’t complete that acquisition, but it was a lesson in realizing there had to be a better way.

			That experience soured me against dealing with a business broker ever again, especially coming after Dad’s bad experience. At that point I set aside my entrepreneurial dreams, and moved on to a successful career with a division of the Walt Disney Company. I finally got around to fulfilling my entrepreneurial instincts when I resigned from Disney in 1995 to buy a radio business in Nashville. I made three additional acquisitions over the next six months. One of those businesses was in bankruptcy, which I acquired through the trustee-led auction process.

			Boy, howdy! I sure learned that being an entrepreneur isn’t as glamorous as I expected. But I had a great team around me and we had a lot of fun. In just four years I consolidated those separate acquisitions into one business that I sold for more than I had ever expected. At that point, I joined Salem Communications to handle its expansion into digital media, primarily through acquisitions. Through all of these experiences, I have observed (or been directly involved with) the transition of many small businesses. Amazingly, I realized Dad’s bad experience and my own bad experience were not unique. The business brokerage industry is broken. There are only a few states that regulate business brokerage (if you can call them regulations). There are no standards of operation. Business valuations are a Wild West kind of experience. There are no peer groups that maintain quality control over business broker behavior or standards of practice.

			The business brokerage industry is broken.

			So, who is out there to protect business owners when they are ready to sell and transition into retirement? Well, no one. And that’s why I decided to become a business broker in the last phase of my career. So, actually, I think Dad would have been proud that I decided to do this kind of work. If he were still alive, I know he would tell me to always tell the truth, never take advantage of people, and work hard. That’s better advice than anything I learned at Harvard Business School, although the disciplines I learned there—such as rigorous financial analysis and thoughtful strategic planning—have proven exceedingly useful over my business career. I now bring all of my training and experience 
to help owners through the sale of their business, and transition into retirement or the next chapter of their career.

			I have worked on business transitions in health care, manufacturing, media, retail, professional services, technology, entertainment, and education. While every business is different and every owner’s situation is unique, they share commonalities that have led to the development of this book. I didn’t discover these common principles in a classroom, but instead through the real work of buying and selling businesses. I call these the Seven Principles of Irresistibility. If and when a buyer sees a business for sale that has most or all of these seven principles, the buyer will pay a premium for the business. Every time. Guaranteed home run.

			PREPARE FOR THE TIME YOU HAVE TO PULL IT ALL TOGETHER

			Baseball was part of my growing up. Whether I was playing backyard ball with my pals from the O’Neal School or listening to Harry Caray call St. Louis Cardinal games on the radio, I always imagined that one day I’d be at the plate, taking a swing to win the World Series for my favorite team. My plan collided with reality somewhere in middle school, when I realized I did not have the talent to go as far as my dreams wanted to take me. But that sense of coming to the plate with all the pressure on the line to win it big has never really left me. When I decided to resign from Disney to pursue my entrepreneurial dreams by buying a radio company, I knew the time would come when I’d sell the company. Boy, oh boy, did I have dreams of hitting it out of the park, when all the sacrifice, hard work, and financial risk would pay off. Dadgum! I could actually see myself rounding the bases years before it happened.

			But that plan collided with reality, too. My trip to the plate, with all the pressure on me, happened far earlier than I had expected. A change in Federal Communications Commission regulations regarding radio ownership made my radio station group more valuable (the laws of supply and demand kicked in, but that’s a topic for another book). I did pretty well when I came to the plate; most people would consider my results a solid double, maybe even a triple. But a home run? Not really. Sure, I got a good price. I was happy and I enjoyed working the next nine years with the fine company that bought my business. But, in retrospect, I realize I sold my business for less than I could have had I done a few things differently. I realize now my mistakes were common. Now that I advise business owners for a living, I can help them not repeat the same mistakes I made.

			You see, when it’s your time at the plate, you will face the same pressures I did. While there are no screaming fans in a stadium during the sale of a business, you still face the pressure of knowing you have your family to consider, as well as your employees, customers, and suppliers. This might even be your one shot to fund your retirement. Said this way, when it’s your time at the plate, you want to hit it out of the park. Let me rephrase that, you have to hit it out of the park!

			When selling a business, the most common mistakes revolve around the lack of the right kind of preparation.
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			I KNOW A SUCCESSFUL Major League baseball player—I’ll call him Tom to preserve the confidentiality of our conversation. Tom and I were talking about his dream to build a baseball training academy in his hometown. Tom did not intend for this to be a money-making business; he made plenty of money playing baseball. But Tom wanted to build this academy as a way to give back to his community, to help aspiring young athletes develop their baseball skills. Having been in the majors for more than ten years, Tom knew that success at the Major League level was all about preparation. But he wasn’t just talking about hard work; he was talking about the right kind of preparation. During our conversation, Tom said something that really stuck with me: if there are two athletes who are equally talented and successful at the college level, the one who makes it to the Major Leagues might get there because the quality of his preparation, years earlier, laid a better foundation for long-term success. So success is not just the result of the amount of preparation (hard work), it’s also tied to how you prepare.

			That principle is the basis for this book. Most business owners dream of their time at bat, when they’ll come to the plate to sell their business and collect a big check. They can visualize the happy faces all around, the slaps on the back, and the exhilaration of seeing that wire transfer hit the bank statement. But it happens like that only when a business owner has prepared the right way, well in advance of their time at bat.

			Chapter 2

			
Timing is Everything

			You have an awesome responsibility as a business owner. Every decision you make, every action you take, every plan you execute (or fail to execute) can have a profound impact, not only on your life but also on the lives of your employees, suppliers, and customers.

			As a business owner, you are part of a larger game, and you may not be able to control how the game is played, much less how it ends. I know, because I have seen it up close. In the past three decades, I have been involved in the sale of scores of businesses, big, small, and in between. Though most business owners assume they will control the timing of their exit from the business, in my experience, more often than not, outside events intervene that affect when and how they exit. Here are just a few of the unplanned exits I’ve seen recently:

			
					A 50 percent owner was forced to sell because he could not afford to buy out his partner, who was in turn forced to sell his 50 percent interest because of a sudden health crisis.

					An owner decided to sell because she didn’t have the mental or emotional energy to run the business after the unexpected loss of her husband.

					An owner had to sell upon after learning he needed to become the full time caregiver for his wife.

			

			I get these calls all the time, and I always hear the same two questions: “How quickly can I sell?” and “How much can I expect to get?” The answer to both is, “It depends.” Are your financials records in good shape? Where is your business on the growth curve? What’s the quality of your management team? How profitable are you? Are there technology or regulatory changes on the horizon? Is the business dependent on one or two customers? 

			What’s the common theme? Preparation.

			If you are taking notes, circle this statement: it is never too early to start getting ready for the exit from your business, because it’s likely you will not fully control the timing of your exit. The way I see it, your decision to exit your business is like heading to the bottom of the ninth inning of your own personal World Series. All eyes are on you; this is your one shot at being the hero. You want to make sure you’ve done everything you can to maximize your chances to hit it out of the park. By “out of the park,” I mean an exit on your terms that generates the maximum value for your business.

			Having said that, I need to begin in a dark place, because there is a monster problem waiting to emerge in the life of every business owner, and it’s the problem of premature exit. Here are the seven most common reasons business owners suffer from premature exit.

			PREMATURE EXIT REASON ONE: 
DEATH (OR PENDING THREAT THEREOF)

			If the business owner dies, the heirs may need to sell the business. But many business owners do not consider how the death of someone else, or the threat of a life cut short, can also prompt an owner to sell.

			I once handled the sale of a business owned by an attorney who dabbled in side businesses. Richard found a golden opportunity with the passage of the Dodd-Frank Act of 2010, which required banks to get delinquent credit card debt off their books. He would purchase a file of these bad credit card debts for six to ten cents on the dollar, then would contact the debtors to negotiate a collection settlement.

			Richard discovered that one-third of the debtors could not be found, and another third were deadbeats who would never pay. The remaining third were good people who had, for whatever reason, gotten in over their heads. Perhaps they’d lost a job or had major medical problems. They wanted to pay their debt and rebuild their credit rating. Richard would coordinate payment terms with them. The way the math worked, if that one-third paid 75 percent of their outstanding liabilities, Richard would generate a 100 percent return on his investment.

			“Why are you selling such a great business?” I asked him the first day we met. After all, this was a thriving business, relatively easy to operate, and there was no shortage of bad credit card files to buy. Richard explained, “I have been in solo law practice for thirty years, and my wife has been at my side as my assistant every day for those thirty years.”

			Then he paused. “We have no children, and my wife has stomach cancer. We don’t know how much time we have left together, so we are looking to simplify our life. That’s why I want to sell.”

			What was once urgent or worth burning the candle at both ends can suddenly seem meaningless in the face of events that threaten to curtail precious and limited time with loved ones. Pouring your heart, soul, and long hours into a business may lose its appeal under such circumstances. Nobody wants to contemplate being in such a position, but having the option to sell quickly is a matter of proper preparation ahead of the crisis.
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			MARVIN’S STORY was the most dramatic I ever witnessed. Divorced twice with five children, Marvin was diagnosed with a cancer likely to take his life within six months. He called me and said, “I have to sell my business before I die or my family will go into a probate food fight. Can you drive up to my office today and talk about how to get this done?”

			I walked into his office about five hours later and was shocked to see a man in his mid-fifties who looked perfectly healthy. Given his prognosis, I was expecting to see a sickly looking, frail man.

			There wasn’t much time for small talk; Marvin got right to the point. He explained that his growing company was making about $2 million per year in pretax income. He had a solid management team, and his company had staked out a leadership position in his industry. But Marvin knew if his kids started fighting for control of the business after he died, the whole thing could come unwound.

			Marvin had done nothing to prepare, because, as he put it, “I thought I was healthy as a horse. I work twelve hours a day, and I have no hobbies because I’m having a great time leading this company. Why did I need to prepare?” The business was sold prior to his passing, but the terms of the deal would have been more favorable had we had a couple years to plan.

			PREMATURE EXIT REASON TWO: DISTRESS

			Business owners may have to sell before they expect to because they enter a season of distress. Any number of things can cause distress in a business: personality clashes, a collision of values, family conflicts, debts that can’t be paid, or maybe just a legitimate difference of opinion about how the business should be run. If the owner and his employees cannot reach a productive and mutually satisfying consensus and get through the distress, the owner may realize their only alternative is to sell the business.

			Distress comes at times and in ways you can’t expect. Take the case of the man who owned a 1,200-acre nursery business in southeastern Tennessee. He sold shrubs to hundreds of Home Depot and Lowes stores around the United States. He was one of the largest providers of shrubbery to those mega-retailers. Business was good—really good—and he planned to pass it on to his son once he was ready to retire. But then the unexpected happened: three straight years of debilitating frosts essentially wiped out his business. He told me he was financially prepared to weather one, or maybe even two, tough seasons, but he had never expected three consecutive years of frost. The financial and emotional distress caused him to abandon his plan to keep the business in his family.
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			ANDY WAS TELLING ME about the exciting rise of the business he and his partner started in 1999. They both had a 50 percent share of a company that owned seven ophthalmology clinics in four southern cities. Although he was also a skilled physician, Andy handled the company’s business affairs while his partner, Larry, focused on the quality of medical care. They had their business relationship figured out, and the business model worked quite well. They were making more money in a year than some doctors make in five. But Andy called me to help him and his partner figure out a business divorce that wouldn’t leave behind a scorched earth.

			“The drinking didn’t bother me for the longest time,” Andy said with a tinge of sadness. “Larry worked hard, so I figured he needed to blow off some steam at the end of the day. But it got so bad that a couple years ago his wife told him to start rehab or find a new family.”

			Andy went on to tell me Larry had recently completed two rehab stints—a total of twenty-four weeks—during which Andy made all the decisions. “I know it sounds self-serving, but while he was gone, the business just seemed easier and the staff seemed happier. All hell broke loose when Larry came back from the second rehab,” Andy explained. While the rehab had helped Larry gain control of his drinking problem, he came back a different man. He was more difficult, more demanding, and more erratic. After about eighteen months of nonstop squabbles, Andy told Larry he wanted to buy him out, to which Larry replied, “No, I’ll buy you out.”

			My task was to figure out an exit strategy for Andy and Larry that didn’t leave a scorched earth. Because Larry didn’t have the capital to make good on his glib offer to buy the business, Andy’s only options were to buy out Larry or stay in the dysfunctional relationship and hope something would change before the business went into complete collapse. Andy put together a deal to buy Larry’s interest, but even now he admits it was a distress-driven decision he never wanted to make.

			PREMATURE EXIT REASON THREE: DIVORCE

			Divorce is a leading cause of premature exit from a business. I have seen situations where spouses are business partners, and, if they can’t agree on who keeps the business after divorce, they end up selling to a third party. I have seen situations in which one spouse has to sell their business to fund a divorce settlement. I have seen situations where after a divorce a business owner is emotionally and financially out of steam with no energy left to run the business.

			I once helped a couple going through divorce unwind from their business. They met while in pharmacy school at the University of Mississippi, and they bought a small pharmacy in the wife’s hometown right after graduation. They were a good business team, and it wasn’t long before they were making good money. When they learned they could not have biological children, the wife went into depression and made some choices that drove a permanent wedge in their relationship. Their divorce was not hotly contested; they wanted the marriage to end, and they both wanted to stay in the pharmacy business, just not together.

			The only alternative was for one spouse to buy out the other, but that wasn’t a viable solution since neither had the financial wherewithal to fund an acquisition. They ended up selling the pharmacy to a big-box retailer. She now works the night shift for the local CVS pharmacy and he has moved to another town and works in the Wal-Mart pharmacy. Their dream of business ownership came to a premature exit due to divorce.

			Funding a divorce settlement is a common reason business owners come to an unplanned premature exit. A few years ago, a sharp business owner called me to say he had been ordered by a court to sell his company to fund a divorce settlement. When he negotiated the settlement several years prior, he agreed to pay his ex-wife a sum of money every year for five years. He made those payments for the first two years with no problem. The third year of payments was 2009. That year was at the heart of a serious recession, and he didn’t have the cash to make the settlement payment. His ex-wife asked the court to intervene, which was her perfect right, and the court ordered the business owner to sell the company to fund the settlement payment. Suffice it to say, selling a business under a court order during a recession is no way to realize full value.

			PREMATURE EXIT REASON FOUR: DISABILITY

			A business exit isn’t always driven by an event as dramatic or final as death or divorce. The decision to exit a business may be the inevitable consequence of a health crisis, be it that of the owner’s or an irreplaceable member of the business staff. 

			Take, for example, one of my clients, Henry.

			There I was in the middle of a meeting with Henry, walking through his steaming hot warehouse, when he decided to show me evidence of his recent heart surgery. Imagine my shock as he pulled up his shirt to show me his scar. Henry explained, “As I was lying in that hospital bed, I decided my business had gotten the best of me, and it’s time to sell. I called you the first day I was back in the office.”

			No pressure, I thought. If I can’t sell this business, does this poor guy end up back in the hospital? Henry went on to tell me he needed to sell this business or figure out a way to slow down. Little did I know how hard that was going to be.

			After he pulled his shirt back down he said, “I’ve been doing this for thirty-four years, and I still haven’t figured out how to find or keep good help. I have to do it all myself. Maybe that’s why I had this surgery.”

			We walked back into the air-conditioned office to continue our conversation. “I’d like to sell this business and move to east Tennessee and help my son in his farming business. I know my health isn’t that good, but, however many days the good Lord gives me, I want to be with my son and his kids.”

			On the positive side, Henry’s distribution business had about 350 customers, most of whom had been with him for several years or more. There was bona fide demand for what he offered.

			On the other hand, Henry was recovering from major heart surgery. And while he was emotionally ready to sell his business, there were other barriers. Because he had trouble hiring people he trusted, Henry was integrally involved in every phase of daily operations. And to complicate matters even more, the business’s financial records weren’t maintained on a timely basis. He also hadn’t automated his business processes to leverage economies of scale. Henry was now at the point where he didn’t have the time, energy, or capital to implement these necessary improvements before taking the business to market.

			This was an unfortunate example of premature exit due to disability. Henry wasn’t going to be swinging for the fences. In fact, he was going to be lucky to not strike out. With so much to do to get the business in sellable condition, but not having the time and strength to do those things, I told Henry that selling the business was going to be a challenge.

			PREMATURE EXIT REASON FIVE: DISAGREEMENT

			In businesses that rely on close contact and long-term cooperation between partners, outside pressures and forces aren’t always the cause of premature exits. Sometimes the partners and their priorities for the business simply diverge as the years go by. If those divergences reach critical mass, the situation can lead to one or both partners deciding it’s time to move on, as was the case with my clients, Rob and Hank.

			“After all we’ve been through together, I can’t believe the SOB tried that,” Rob told me when we met.

			Rob was telling me about the recent blow-up of his eight-year business relationship with Hank. They started their dental products distribution business in the middle of the 2008 recession, after both had lost their jobs in banking. In those days, making payroll had been their only concern, and every week was a struggle to economically survive. Thinking about the future (much less a successful future) had never been on Rob and Hank’s radar. They never thought to create a partnership dissolution plan, until they had to. 

			It seems Hank had sort of gone rogue, signing leases for warehouses in two new cities and even making a couple of new hires—all without Rob’s input. Rob was not a happy camper. He wanted out, and his preferred method was to buy out Hank. Hank wanted out too, but was expecting a hefty valuation.

			I told Rob he had three choices. First, he could do nothing and let Hank stew for a while. Maybe time would heal the wounds or make Hank more realistic about his valuation expectations. Admittedly, this stick-your-head-in-the-sand approach rarely turns out well. Rob’s second choice was to pay Hank what he wanted and just be done with it. While overpaying for a business is not an idea I often propose, I told Rob he should consider the cost of the problem not getting resolved. Paying a premium to be done with a problem may be worth it, especially considering you cannot place a dollar value on peace of mind. Rob’s other alternative was to retain a mediator to help the parties reach a compromise. But mediation works only if the parties in disagreement agree to share the cost of the mediator, and mutually commit to good-faith efforts to reach a solution.

			Unfortunately, I don’t have silver bullets to solve this kind of partner disagreement, which I see all too often. It’s not unusual for previously strong business relationships to head south over disagreements—quickly. Without documentation to chart a process for working through disagreements, these situations can lead to premature and especially painful business dissolutions. Even worse, they can rapidly turn litigious, which never ever ever has a good ending, even for the party that “wins.”
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