Sell your business and ride off into the sunset
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The long discussed phenomena of ‘sea changers’ has only just been the tip of the iceberg. Demographer, Bernard Salt and market analyst Michael Matusik agree that the wave of Australians seeking a more sophisticate seachange – one that combines the sun and sea with viable career opportunities, comprehensive services and perhaps even a macchiato on the side – will intensify. With the mid-point of the baby boom generation still five years from retirement, they are expecting the largest retiree relocation to the coast ever seen in this country to start by 2010. This next wave are looking for fresh air, water, higher quality retail outlets, better hospitals, better services. Mr Salt adds that to attract the savvy seachangers, both the housing products and the surrounding society will need a little more style than previously seen in seaside societies.

This has been reflected in the amount of activity in the building industry from Cooktown to Cardwell.  
If you have a business in this region and are looking for an exit strategy over the next 5 years then you could do worse than plan to capitalize on this seachange trend and associated demand. 

Remember, you will not be alone - a survey this year by KPMG, Family Business Australia and Deakin University found that 27 per cent of private business owners plan to retire within 5 years and 30 per cent within 10 years. 

So planning for your exit and making your business more attractive to the more sophisticated purchaser is vitally important.
There are a number of important issues to consider which can maximise your business worth and give you the best chance to get a good result from the sale. 

Therefore, understanding your business, the potential buyers and valuation methodology is critical when preparing to sell your business. 
While no two sale processes are exactly the same, there are a number of issues that are common regardless of the specific circumstances and which should be understood by potential sellers. 

By following some simple steps there is a greater chance that you, the vendor, will have complete control over the sales process when dealing with potential buyers, their advisers and financiers. 

Planning. The more planning you do now, the more choices you will have tomorrow. Planning gives the greatest chance of everything running smoothly and reduces the chances of disruptions to the business in the process. More importantly, if you plan the sale well in advance, you can maximise your business worth. 

Sophisticated buyers, demand a high standard of record keeping which includes ensuring that your books and records are up to date and that your business has strong controls and business processes. 

During the planning stage, a vendor should conduct a due diligence process on themselves to ensure everything is in order. 

This requires your business and advisers to compile, manage and disclose information that a purchaser may view as being value enhancing or value destroying. 

Appointing advisers.  Selling a business is a complex and demanding process, so assistance and advice from experienced professionals such as a business adviser and broker as well as tax and legal experts can lower your risk and help maximise your return.
Preparing. By compiling detailed information for prospective buyers such as the business' history, operations, collateral, opportunities, customers, suppliers, employees and financial performance, buyers will be able to gain a feel for the business. If you have stock, property or equipment, now is time to conduct a stock take and have property and equipment independently valued
This is usually presented in the form of a confidential Information Memorandum.

Research.  Conduct some research and identify external factors such as competitors or new market entrants who are likely to affect the business. A risk mitigation analysis is a very useful tool for an intending purchaser and can alleviate many concerns.

Sale process. By pursuing a structured sale process with a specified timeline, competition can be generated between prospective buyers. 

It is important that each party sign a confidentiality agreement. 
Expect the sale process to take longer than expected – usually between three to nine months.

Realistic Expectations. Most vendors have high expectations of the value of their business. It is a valuable exercise to put yourself in the position of the prospective purchaser and decide what you would pay for the business. Realistic expectations will mean that disappointment at the final settlement price is avoided.

Heads of agreement. This is a plain English document setting out the commercial and some legal terms of the proposed sale and is used to ensure that the major aspects of the sale have been agreed upon by the vendor and purchaser.

Acquisition due diligence. This can be done by the prospective buyers and will help to identify any issues regarding the acquisition. 

For example: Is the financial information provided accurate? What risks are involved in buying the business?
You can reduce the pain of this process by proper planning and disclosure.

Sale agreements. These are the final legal documents drafted by lawyers and contain comprehensive details of the sale including warranties/indemnities regarding the accuracy of information provided.

With proper planning and advice the pain of the sale will be minimized and, more importantly, the return will be improved.
