Small Business: A Guide to
Selling Your Firm.
Valuation. Timing. Results.
Abstract
Owning and running your own company can be rewarding, energizing,
and fulfilling. But at some point, you might decide you’re ready for
what’s next. It’s time to profit from all of your hard work and move
on. But what is next? What are your options?
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“Luck favors the prepared.”
Louis Pasteur

“Nothing is as important as
passion. No matter what you
want to do with your life, be
passionate.”
Confucious

“Always be prepared to start.”
Joe Montana

“Control your destiny or
someone else will.”
Jack Welch
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You’ve worked hard for many,
many years investing your
capital, sweat and tears into
your company. You’ve built it
up from a scrappy start-up to a
rather good business, one that
generates solid revenues and
profits.
Now what?
You Have Options
Recognize that you have options. You can choose to keep going, continuing to serve your customers, or, as
Steve Miller once sang, it’s time to “take the money and run!” An important caveat here, for both options, is
that you do have a choice. And for the latter option, the distinction, since your company is performing well, is
that you’re not exactly ‘running away’ – more pivoting toward what’s next. We’ll get to what that means in a
little bit.
But first, why sell in the first place? Why do you want to sell? Do you want to sell?
Running a company is rewarding. It can be
energizing. It can be fulfilling. It can be extremely
profitable. Except when it’s not. At times, it can be
hard; a daunting effort that sometimes isn’t
generating that solid profitable revenue we
mentioned earlier. According to a Gallup Poll in
2018, most people decide that 66 years old is the
right time to retire. Some earlier, some later, but
everyone has an age that they decide to take the
leap, you just need to decide when to sell and move
on to your next adventure.
There are many different reasons why it’s time to sell. Your company has been your passion and life work.
That’s great. But it’s yours. If your kids or other family members share that passion, that’s great, too. Help
them continue what you’ve built. However, if your kids or family don’t feel the same passion, there will be
someone else likely who will. And that’s okay. If you’re unable to keep up with the business because of a
medical reason, that’s okay, too. Now is the time to take care of you and let someone else take care of your
company. If you don’t have the passion you once did, that’s okay as well. Maybe it’s time to let someone else
carry the company forward. In all of these examples, you have the opportunity to profit from the company
you built and help someone else at the same time. In all cases, everyone wins, especially the customers that
have become accustomed to what you’ve been providing.
Whatever your reason, you’re ready now. It’s time to sell your company.
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Now that you’ve made the decision to sell, what do you need to do?

Next Step: Prepare!
Prepare yourself. Take the time to make sure you are comfortable
stepping aside. Have you spent some time reflecting on what is
important to you? Now is the time where you can pivot (I told you we’d
come back to that) to something that you’ve been wanting to do – golf,
fish, travel, volunteer, start something new – but haven’t had the time.
Take stock of what is important to you and determine what makes the
best sense for you.

Prepare your company. When you go through the process to sell a business, the process will move so much
more smoothly if you spend a little time up front to make sure your company is in the best shape to be sold.
Now is a great time to clean up your balance sheet – clearing up old receivables (if any), document anything
related to cash flow, dust off your business plans (you have those, right?) and gather all the necessary
documents, licenses, customer and supplier lists that a potential buyer will need to make their decision to buy.
The more organized you are, the more interesting your company will be for potential buyers. And the fewer
issues that you will likely run into during the sales process. Your potential buyer will want to do a lot of due
diligence. Make it as easy as possible and keep the momentum of the sale moving forward.
Another important thing to do is to assemble your ‘dream team’ of support – a CPA, an attorney, contacts
you may have in your industry association, and a registered financial advisor. You need to take steps before
you sell to best value your company, position it well to attract potential buyers, and work through issues that
will become more important later on, such as taxable proceeds, avoiding capitals gains to the extent you are
able, and likely most important, putting together a plan of use for the proceeds.
The work you complete to prepare your business for sale will also help
when you get to the next stage of the sales process: answering the
question ‘what is your company worth?’ Private companies are valued
differently than publicly traded companies. A company whose stock is
listed on an exchange is easy to value – the number of shares outstanding
times the market price of each share equals the value of a company. For a
private company, it’s a little trickier. The sales price will end up being
some multiple of either sales, EBITDA (earnings before interest, taxes,
depreciation and amortization) or possibly inventory. EBITDA provides a really good snapshot of the firms’
operational profitability, because it removes all non-operating factors that are legitimate, but don’t reflect
how well the firm is performing from the ongoing operations. For a smaller company, there is also a very
simple method where you subtract the liabilities from the assets of the company to determine the value of the
company. The multiplier that is used depends on the industry, size of the company and what the multiplier is
applied against.
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Tell Your Story
There’s one other important activity you need to work on as you prepare
your company for sale. Tell the story of your company. Facts, data,
financials, and operational history are important. But the story of your
company – the reason behind the success you’ve built – is what will attract
buyers. Profits are important. But without the story that details the ‘how’
and ‘why’ of your company, they are sterile and by themselves aren’t
enough to move a potential buyer to act. Humans relate to humans.
Share the story.
Everything that I’ve shared above can be completed anytime – not just when you decide to sell. Frankly, doing
it when you aren’t necessarily ready to sell is a great exercise to go through. It could identify any potential
issues that you would need to resolve anyway. It could also provide you with some excellent motivation and
comfort to know that you have something of value that someone will be interested in. And going through this
process will also help you to connect with people who know people and organizations that may be interested
in a potential acquisition or know someone who might.

What can I do to get started?
Rather than spending your valuable time assembling the documents and exhibits you’ll need during
discussions with prospective buyers, leverage the Warren Financial Business Valuation Dashboard tool to
quickly and easily create the business valuation packet you need to facilitate discussions such as this. All that
is required is that you enter some basic information into our proprietary tool to easily model and create
forecasts and projections for your company. The tool uses a simple approach to generate a set of succinct
charts, graphs and background information that will allow you to best position your company and help create
a useful action plan as you move forward.
The first step is to input some basic business
information including revenue, cost of goods sold,
operating costs, general and administrative costs
and other information from your company’s
financial statements.
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Now think through some basic
accounting issues and cashflow
needs. What action can you
take to improve or eliminate
any of these?

Next, consider some assumptions – expected increase
in sales, changes in cost of goods sold, number of
employees and more.

Ultimately, the goal is to generate a
forecast for your business – by quarter or
by year – to use either as a planning tool or
as a baseline description for the sales
process, providing you with a flexible,
accurate and simple tool to make the most
of your business investment. With these
tools you can spend less time discussing
accounting and more time telling your
STORY.

Summary
You’ve worked hard to build your company to where it is today. Take just a little
effort to help increase and realize the value as you take it across the finish line.
Talk to your Warren Financial advisor. Our team is made up of a diverse group of
professionals with deep experience in financial and portfolio management. We
also bring expertise in many of the domains that you will need to understand as
you seek to sell your company and move on to ‘what’s next’. We take the time to know our clients and can
help create the optimal path through retirement or wherever your passion leads.
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Don’t forget to say, “Hey Siri, download the Warren Financial app” to get all the latest updates from Warren
Financial. For clients, the app allows you to earn loyalty points.

Don’t miss Warren Financial on CNBC, in Forbes, on Fox or Bloomberg, in
Barron’s, or the Wall Street Journal.
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