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“If you’re going to scale up, you should also know how to step out. If the exit price is under $25 million, this book has all the right tools.”


—Verne Harnish, founder, Entrepreneurs’ Organization (EO); bestselling author of Scaling Up: How a Few Companies Make It... and Why the Rest Don’t (Rockefeller Habits 2.0)


“Every business sale is a series of complex negotiations and emotions. Jessica Fialkovich breaks it down into fundamental steps to help you maximize value and prepare for your inevitable exit. Any seller with this book will have a real advantage.”


—Bob House, president, BizBuySell


“There’s a reason why Jessica and her team have been Transworld Business Advisors’ #1 for so long, and their customer satisfaction ratings are through the roof. They know what it takes to sell a business and get you top dollar. All the secrets are in this book.”


—Andrew Cagnetta, CEO, Transworld Business Advisors; host, The Deal Board podcast; author of Closing the Deal


“There’s a huge difference between playing a game as an amateur and playing in the NFL. This book explains how to sell your business like a pro. Jessica is the teammate you need as you exit your company, helping you keep your eye on the trophy.”


—Reggie Rivers, president, Corporate Kickoff; Former NFL player


“The end goal for every business owner is to build something you could sell, whether you want to today or in the future. As Jessica points out, a successful business sale is never possible until the entrepreneur gets out of the daily grind—along with every other step she describes in this indispensable book.”


—Chris Ronzio, founder and CEO, Trainual; author of The Business Playbook: How to Document and Delegate What You Do So Your Company Can Grow Beyond You


“You cannot successfully sell a company without knowledge and discipline. Many business owners are confused, naive, and unrealistic about selling their business, and don’t appreciate the complexity of the process. This book will help you avoid incredibly costly and painful mistakes. Jessica makes it awesomely simple! For anyone even contemplating selling their company, this book is literally a must-read.”


—John Spence, global business and leadership development expert; award-winning CEO; author of Awesomely Simple: Essential Business Strategies for Turning Ideas Into Action


“A franchise is great at teaching entrepreneurs how to build and grow your own business. But when it’s time to sell, Jessica is the one who will take you to the finish line. You need this book.”


—Ray Titus, CEO, United Franchise Group


“Like anything else, peak performance for selling a business requires process and discipline. All you should know can be found in these pages.”


—Brent Gleason, founder and CEO, TakingPoint Leadership; bestselling author of Embrace the Suck: The Navy SEAL Way to an Extraordinary Life; former Navy SEAL
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FOREWORD


The End Is Really the Beginning


Imagine this: you’re sitting in an entrepreneurs’ forum meeting, discussing with fellow business owners the struggles of leading a small company. One member gets an enormous smile on their face and says, “Well, I’ve actually done it. I’ve sold my company.” Your jaw just about hits the floor, and you look around the room at the wide eyes of the others in the group. No one can believe they actually pulled the trigger. And you’re happy for your colleague. Really, you are! But you’re simultaneously struck with a tidal wave of jealousy.


While participating in Entrepreneurs’ Organization (EO) and working with YPO (formerly Young Presidents’ Organization), I noticed a certain look other entrepreneurs get when they hear an owner has sold their company. It’s an expression of huge admiration, mixed in with frustration—even envy—that they haven’t yet sold their own company.


It’s not necessarily the financial windfall that inspires this jealousy. What’s really enticing is the idea that the former owner now gets to begin a whole new journey. The newly-freed entrepreneur has the opportunity to reinvent themselves, start another company, or pursue other passions. And now they have the benefit of all the wisdom they gained in growing their former company.


You see, selling your company is not the end—it’s a new beginning. And if there’s something entrepreneurs love, it’s beginnings!


My perspective on owning a business matches the common saying about owning a boat: the second happiest day of a business owner’s life is the day their entrepreneurial dream becomes a reality and they start their company. The happiest day of their life is the day they move on from it.


The excitement of pending rebirth can motivate an owner to move too fast, focus less attention, and ultimately make mistakes in selling their company. Selling your business is a process that requires care and respect. This book is a remedy against those mistakes. Jessica has shared the benefit of her experience over thousands of transactions so you can move quickly, efficiently, and purposefully towards your exit.


I’ve exited companies in just about every way you can, some with a celebration and some with a boot in the ass. If you do it right—if you do as Jessica instructs—selling your company can earn you the freedom to move on to your next adventure, with none of the burdens of the past but all of the benefits.


We all want to get to closing day when you get the check and sail off into the sunset. But you need the information in this book to guide you through every step and to get you there in the best shape possible, without old strings holding you back. Many of you will skim this book, and that’s fine. Use it to get a sense of the full process so you can see the entire picture, then use it as a reference as often as you need. Remember that the more diligent you are in preparing for sale, the cleaner your exit will be from this company, and the more freedom you’ll have to start the next adventure.


Enjoy the ride—this one and the one to come!


—Kevin Daum









Introduction


As we packed our bags that morning, I looked at my husband, Al, and I knew. I said, “We have to sell the business.” Even just a few months earlier, those words would have been unthinkable to both of us. That morning, however, Al nodded in agreement. It was the right decision.


We’d gotten to that place after the same journey many entrepreneurs take. Al and I each had corporate careers that lasted only a few years, but in that time, we saw more than enough. Al comes from an entrepreneurial family, so for him, the decision to go into business was a more natural one. For me, however, it flew in the face of everything I’d been taught. Although my grandfather ran a chain of pharmacies, my parents believed strongly in the stability of the forty-hour-a-week job and employer-matched 401(k) plans. By the time the 2008 financial crisis hit, however, I understood that the security I’d sought was a myth. The corporate overlords at the company Al and I worked at had just reduced the staff by 50 percent, and we knew we were headed for the same fate. My husband and I needed to rely on ourselves and create our own future.


We came up with all kinds of business ideas, ranging from a marketing firm to an online diet and exercise tracking service. Searching for inspiration, we walked into our favorite wine shop in Aspen, Colorado, where we were living. Grape and Grain was our home away from home, our Cheers. The store was outfitted with the best boutique wines you’ve never heard of, and somehow they understood and tracked the nuances of every one of their regular customers’ palates. That day, we splurged on an expensive bottle of Burgundy. On our walk back home, Al and I chatted about what a great gig it must be to run a store like that. They drank fancy wines, interacted with cool people, delivered a product that made people happy, and made a good living. The lightbulb went off. After one conversation with our friends at Grape and Grain, we knew what our business would be.


Al and I set off on a road trip down the west coast, tasting our way through Washington, Oregon, and California, to build our palates and plan our company. Considering we didn’t know much about wine beyond the fact that we liked it, we had a lot to learn. Soon, we were in Naples, Florida, ready to start our new wine store, Decanted.


We did just about everything you aren’t supposed to do when starting a business. We drained our meager retirement accounts, took advances on credit cards, and borrowed from family and friends. We refused to hire a contractor to build out the space we rented, determined to do it ourselves. By day, we were becoming wine experts, able to talk tannins, varietals, and more. But by night, we were becoming carpenters.


We made racks and shelves from scratch, sanding and staining every board. We constructed walls, installed plumbing, and built a bar. We learned how to resin countertops that featured old wine boxes and labels, still my favorite part of the store. After three months of preparation, we opened on December 11, 2009. If you’d told me that day that I would walk away from the store less than three years later, I never would have believed you. Decanted was, quite literally, born of our blood, sweat, and tears. It was a true labor of love—it was our baby.


Nothing could have persuaded me to sell the company that day, or most of the days that followed. The first year was hard—perhaps one of the hardest things I’ve ever done. We were managing tight cash flow, still operating on a minimal budget but trying to keep up with the market demand. Just as we started to get into a groove, we were dealt another blow—the BP Oil spill of 2010. Although Naples was better protected than most areas, tourism dipped and we quickly realized that we couldn’t rely only on tourist season to keep our business profitable. We found our niche by developing an online presence and working with high-end collectors in the US, Canada, and Hong Kong. Our cash flow improved, we broke $1 million in revenue, and just kept growing. It was exhilarating.


It was also exhausting. Growth is great, but as many of you know, triple-digit growth can kill you. By 2012, we had achieved numbers we never thought possible. But working retail hours, plus connecting with collectors in multiple time zones on several continents, began to take its toll. One day I fell apart over—of all things—blow-drying my hair. I was exhausted and irritable after a late night, and from the car on the way to work, I called my mom, bawling my eyes out that I hadn’t had a chance to blow-dry my hair that morning. Recognizing that my meltdown had nothing at all to do with my hair, my mom said, in her calm wisdom, “Honey, maybe this is just too much.”


Shortly after that call, Al and I decided it was time to take our first real vacation since opening the store. We went back to Aspen, our happy place, and enjoyed five days of perfect powder, great restaurants, and reconnecting with friends and family. By the end of our stay, I finally had perspective. I was burning out. I didn’t like retail, and I hated the hours. I missed Colorado. Worst of all, I was starting not to like the wine anymore! The last morning in town was when I told Al we needed to sell the company.


If you’re a business reader, you know there is no shortage of resources to teach you how to start a business. There’s plenty on how to grow a company, market a product, and develop yourself as a sales professional. You could spend a lifetime just reading the books, not to mention the academic courses, online tutorials, and how-to-videos also available. But if you want to sell a business, good luck, because you’re on your own.


The truth is that entrepreneurs are only educated on two parts of the entrepreneurial journey: starting and growing. That journey, however, has a third part: exiting. And exit you will, one way or another. Perhaps you’ll leave by choice, perhaps you’ll be forced out, or perhaps you’ll be carried out feet first. Whatever the method, one day it will be gone from your life.


Despite the inevitability of exiting, there’s almost nothing out there to guide owners on how to approach this incredibly important process. Sure, if I had a $50 million company, there would be people knocking down my door to help me sell it. But where is the guidance for business owners with $10 million in revenue? $5 million? Even $500,000? Ninety-six percent of US companies never achieve $1 million in annual revenue. How could such a vast majority be so woefully under-served?


How were Al and I supposed to go about selling our company? It was a successful but niche wine business, with rapidly-developing online competition, in a small city. Would anyone want to buy it? If so, how would we find them? What would they pay? When I reached out to our business advisors, no one had an answer.


I’d ignored the warning signs pointing toward exit for so long that I was totally unprepared for the sales process, and had nothing left in me to put towards it. As a result, we skipped all the prep work we should have done and took the company straight to market. We hired the only business broker in town, blindly accepting his valuation and advice (some of which I now know was incorrect). Our broker was able to secure three potential buyers, but basically abandoned us after that. We were left to navigate due diligence, negotiation, deal structuring, and closing on our own, with only a lawyer supporting us. On the day of closing, we signed some paperwork at our lawyer’s office and had some champagne. Our business broker, who had totally disappeared on us for ninety days, arrived to collect his largely-undeserved commission check—and then tried to sell me life insurance.


Looking back, Al and I were very, very lucky. So many things could have gone wrong. If our books hadn’t already been in order, I might not have had the patience to fix them. If the buyer hadn’t been so relaxed, she might have negotiated harder on any number of items or demanded a longer transition period. Heck, if I’d had more energy, I might have fought the business broker for being so unhelpful. No entrepreneur should have to go through the sales process so blindly and so reliant on luck, particularly when that business is something they love (or at least, loved!) so deeply.


After selling my company, I couldn’t shake how close we had come to failure. The entrepreneurial juices were flowing again. I had sold my first baby in Decanted, but I was ready to raise another: I was determined to save other business owners from the sales pitfalls that so easily could have befallen us. Over 99 percent of US companies are classified as small businesses, yet they are often treated as the annoying younger sibling with nothing to offer until (or if) they grow up.


Our experience is why Al and I started the Colorado location of Transworld Business Advisors, and then expanded to Dallas/Fort Worth and Las Vegas. American small businesses need a brokerage and exit strategy firm that provides expert guidance to meet their unique needs. No one should go through the sales process alone. My Transworld offices have been recognized by the International Business Brokers Association as doing the largest number of deals of any brokerage in the country, and ours is the number-one Transworld location in the world. As we’ve helped close hundreds of deals every year, Al and I have realized how much money sellers leave on the table. Due to a lack of basic preparation, many owners sell their companies for far less than they are worth—if they can sell at all. When we introduced our Prep to Sell program in 2018, our goal was simple: to reveal behind-the-scenes knowledge that would allow owners to increase both the value of their companies and the likelihood of sale.


My goal is the same with this book. The best way to use it is as an introductory guide to the sales process. I cover each step in the process, what to expect, and how to proceed effectively through each stage. Look, I know you’re busy running your company and barely have time for anything else. It would be great if you can read this book from cover to cover and absorb the overall picture of the sales process. If you can’t, that’s okay—use this book as a reference. Find what you need in the table of contents, and return to the text as often as you need. I’ve given you shortcuts with the key takeaways and to-do lists at the end of chapters 1 through 5. I’ve also provided several top ten lists in chapters 6 through 10, as well as a glossary of terms and a resource guide. All the business stories I share in this book are based on real world scenarios I’ve encountered, although some details have been changed to protect confidentiality.


I know there are much more urgent things going on in your business and your life. But the single most important action you can take in your business is to start preparing for your exit now. It may not happen tomorrow, next month, or even in two years, but it will happen, and typically much sooner than you planned. Starting your preparation now will allow you to sleep better at night and to enjoy the process of exiting when that day comes.









CHAPTER 1


Strategy on Selling


HOW COULD I POSSIBLY SELL MY BABY?


Most of my brokerage’s business owner clients fall into one of two buckets. If you’re in the first group, you can hardly believe you’re considering selling your business. Until recently, it was unimaginable to you. You’ve poured your blood, sweat, and tears into it. It’s consumed your time and maybe even your identity. But just like I did with my companies, you’ve decided you’re ready to move on to something else. It can be a difficult, emotional decision that can feel like walking away from a beloved child.


If you’re in the second group of owners, your business has become an insolent teenager who does what it wants and doesn’t listen to a thing you say anymore. Your life has become about serving a business baby that has no empathy for your needs. You take a long weekend for the first time in what feels like years. And BOOM! You’re barely gone for a few hours before your manager quits, the HVAC system goes out, the website crashes, or a top client doesn’t receive their order. You spend the entire “vacation” solving problems remotely, only to come home even more exhausted than when you left. It’s time for someone else to take on the burden. It’s time for your business baby to fly the coop, and it can’t happen soon enough.


Either of these situations can feel overwhelming—even paralyzing—for the owner. Realize that you’re going to exit the company one day, whether by force or by choice. You’ve taken the first step in deciding to move on, and that was hard enough. Unfortunately, there’s still much to be done. You need to lead the charge to an outcome that will bring you maximum value and create the best result for your company. All this takes preparation and hard work, but the results are well worth it.


THE BEST LAID PLANS . . .


Life, and the humans in it, are unpredictable and uncontrollable. In fact, many of the most unpredictable and uncontrollable people I know are entrepreneurs (it takes one to know one, right?). Many entrepreneurs—including me—thought we’d never, ever sell our business, or assumed it was so far in the future that it wasn’t worth considering. It’s a nice thought, but ultimately, you don’t get to make that decision. All entrepreneurs leave their businesses, either walking out the front door head held high, or being carried out feet first.


You Need Exit Options, Not an Exit Plan (Yet)


Most business brokers will tell you that you need to design an exit plan right now. An exit plan is a definite decision about how you will exit the company, what you’ll get out of it, and when it will happen. Some less scrupulous brokers will happily take a bunch of your money to put together a beautifully bound, 100-page exit plan booklet explaining how it’ll all happen—and it’s a work of complete fiction. I’m here to tell you that you don’t need an exit plan, at least right now. What you need are exit options, which are strategies designed in advance that provide a long-term path to success, while also preparing you in case of the need for a quick exit (more on this later in the chapter).


For small to medium businesses, there are only four possible outcomes that you can choose (assuming you don’t choose to get carried out feet first):




	You milk the company for all the cash it’s worth, and board up and walk away when you’re done.


	You sell the business to a third party.


	You sell the business to a key employee.


	You transition the company to a family member or business partner.





Unless you’re looking to exit as soon as possible, you don’t necessarily need to select right now which outcome is your preferred choice. You should, however, be prepared for any of these four possibilities. That way, if something unexpected arises, you’re ready to tackle it without having to scramble.


Hopefully, one day long in the future, you will make a definite exit plan. But until that day comes, you need to arm yourself with exit options. Don’t put it off. I can’t tell you how many clients I’ve worked with who say they’ll work on exit options in a year or two, and come to regret it.


HOW DO I FIND A BUYER?


One of the most frequent questions from business sellers is how they will find their buyer. There’s no such thing as newspaper classified ads or open houses where potential buyers can see what businesses are on the market. Should owners put a sign in the window? Advertise online? Are there other methods they don’t know about? I even heard of a business owner who tried to give away his company to a college student in exchange for some future royalties—although I don’t recommend this tactic.


One source of buyers is through your existing industry connections. In a tight-knit industry or one where mergers and acquisitions (M&A) are popular, such as the wealth management space, owners can find buyers through their network, including using reverse cold-calling or getting introduced through a mutual acquaintance.


There are direct marketing options for owners determined to do it themselves, but you’re taking a major risk if you go this route. You can advertise on business sales websites and cold call potential buyers. It can get the job done, but it loses the biggest group of potential purchasers: the individual buyers, who usually go to brokers and bankers first.


Get a Business Broker


You may be tempted to think you can find a buyer on your own, but don’t be so sure. Most owners know a lot about running their company, but almost nothing about selling it. The best way to find buyers is through business brokers or investment bankers. If your company is worth less than $25 million (more on valuation later in this chapter), you’re likely to use a broker. If it’s over $25 million, you’ll probably use an investment banker. Both accomplish the same goal: finding the right buyer and selling the business. They create competition for your deal by using confidential advertising and marketing strategies sellers usually can’t create on their own. In many cases, brokers can create a market for the company that wouldn’t exist without them.


There is a big difference between finding a buyer and getting a deal done. At least half of all deals fall apart after a buyer is identified, and owners without experience in buying and selling businesses can stumble in this area. The owners of a medical company reached out to our brokerage in desperation. The owners had been trying to sell it themselves, and had even gotten a few nibbles, but couldn’t get a deal done. They’d had it on the market for four years; as soon as they hired our business brokerage, the company sold within four months at a price 50 percent higher than the owners expected.


Buyers also treat sellers without brokers differently. Some will take advantage of the situation. Knowing there is no one who’s particularly deal-savvy involved in the transaction, they’ll try to underprice their offer or insert nefarious deal terms that can create a nightmare for former owners down the road. Other buyers are wary of buying businesses that don’t have third-party representation, and assume the company is somehow of a lower quality. A broker can help both sides feel confident the sale is being negotiated under standard market terms. Perhaps most importantly, a broker knows how to market your company confidentially. If employees and customers find out you’re selling, there’s a huge risk that they’ll leave, and you’ll be left with nothing at all to sell.


SO, WHO ARE THESE MYTHICAL BUSINESS BUYERS?


Most business owners looking to sell think of buyers as either larger companies or private equity firms. There’s something romantic about a group of deep-pocketed experts recognizing the hidden gem that is your life’s work. In reality, those buyers are the minority. Whoever or whatever buys your business, you want to find your “most probable buyer”—the one who will pay the most, be the easiest to make a deal with, and provide the best legacy for your company.


There are a variety of entities looking to buy companies:




	
Individuals—These are typically business veterans who have worked extensively in the corporate world. They’ve always dreamed of owning their own business, and have decided buying is a better strategy than starting one themselves. Individuals make up about 80 percent of business buyers. Many sellers, lost in their daydream of a private equity firm dumping a truckload of cash on their front lawn, totally ignore this group of buyers at first. Do this at your peril: it’s highly likely that your buyer will be one of these individuals, and that they’ll provide you with a better deal than any alternative.


	
Strategic / Synergistic—These buyers are businesses that are either a direct competitor or in a similar enough industry that combining with your company will increase its growth factor. Many times, they come from a different region or market and are looking to expand into yours. These companies are generally just a bit larger than yours—usually 25 to 75 percent larger. Put away the notion that a large, billion-dollar company is going to acquire your $1 to $2 million revenue business. Multinational firms have huge M&A divisions, and it takes a much more sizable EBITDA (earnings before interest, taxes, depreciation, and amortization—more on this later in the chapter) for them to even give you a sniff.


	
Private Equity—PE groups are collections of investors looking to buy a business, grow it over three to seven years, and then sell it for a premium. They’re typically only interested in companies with EBITDAs of more than $1 million per year. Considering only 4 percent of US companies even achieve revenue of more than $1 million per year, these buyers are looking at less than 1 percent of the market. Plus, they’re very particular about elements like industry, growth prospects, owner’s role, and people in the organization. PE firms are likely to offer deal structures that shift the risk back onto the seller, and often try to change terms close to closing. Generally, PE deals are bad for sellers.


	
Flippers—Yes, they exist, and yes, they’re similar to house flippers. These buyers are looking for a company where they can add value with their individual skill sets and then sell in one to three years. These buyers typically don’t pay the most, but they move quickly and can be great for sellers who appreciate speed. Flippers are also willing to put in the hard work to turn around struggling companies and may be ideal for sellers in sticky situations.


	
Internal—You can also sell your business to someone who already exists in your world. It may be your general manager, your child, or a business partner. These buyers are great for the legacy of the company because they already understand the company ethos. The deal can present financial challenges if the buyer can’t come up with an adequate down payment or qualify for full financing, which can also lengthen the process. This type of sale can also involve additional emotional factors that can complicate the process.





Even successful sellers usually have only a small handful of bidders. And that’s okay! The best buyer, after all, is the one you can get to the closing table. Find as many potential buyers as possible and rank them by your preferred method of transaction. Remember, increasing the number of possible buyers increases competition for your sale. This improves the likelihood that your company will sell, and increases the price you’ll get for it.


WHY WOULD ANYONE WANT MY BUSINESS?


The first time you thought about selling your business, the first question that probably popped in your mind was, What’s my business even worth? Unfortunately, there’s no simple answer. Despite what the internet told you—shocking, I know—there’s no single surefire way for most people to value a business. It’s part art and part science. No matter how many rules of thumb you apply, online calculators (even ours!) you reference, or “industry experts” you consult, it’s hard to predict what a willing buyer and willing seller will agree is a fair price in neutral market conditions. Ultimately, you won’t get an accurate valuation until you go to a business broker and put your company on the market. And up until that point, most owners live in a fantasy world when they think about the value of their company, assuming it’s either worthless or priceless.
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