Don’t Close Your Company

Selling your business may be the better retirement solution

ecently, [ had the opportunity to work with a small

business owner who was worried if his business

was worth selling”, says Glen Michalske, man-
aging director at A Neumann & Associates LLC, a mergers &
acquisitions and business brokerage firm. “He was thinking of
just letting the years of hard work building his business fade
quietly away.”

[nterestingly, our firm frequently comes across this sce-
nario. A business owner’s concern is always that no one would
want to buy their business for various reasons: it’s in a niche
market, revenue has been shrinking over the years, the cost of
selling the business would exceed its worth or required effort,
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The owner’s reason for shedding a business, even to the
point of shuttering it, is often that he or she could focus entire-
Iy on a new business venture. Often, the owner admits neglect
was the cause of the business” decline and there is an easy fix,
even while thinking about putting most of his energy into a new
business venture.

As Michalske states, “This business here was unique, prof-
itable since inception and had a long history of serving the mar-
ketplace. It had a dedicated customer base and supported a few
employees. A quick analysis indicated that costs were in line,
inventory was down and a little TLC would change the direc-
tion of the business without much effort on the owner’s part.”

Our business brokerage firm experiences this scenario quite
often. The owner did not know what his business was worth and
was unsure if it was worth the effort to try and sell it.

Working with a qualified M&A advisor or business broker
will provide an appropriate business valuation—and more im-
portantly it will project future income in the business” market-
place and a macro economic environment analysis.

“We recently experienced a long-term business owner in
the book publishing field, who would rather liquidate the de-
clining business by selling off inventory and then closing the
business, instead of accepting a perfectly good offer providing
$500,000 in good will payments above the asset value™, says
Achim Neumann, President of the firm. “Needless to say, such
a scenario completely destroys any legacy, omits a $500,000
gain—and will lead to a lot of headaches for the business owner,
in terms of collections, inventory management and employee
handling.”

The great majority of businesses do indeed represent a val-
ue, and for the nominal expense of obtaining an independent,
accredited business valuation, the owner can easily ascertain
this value. Furthermore, upon receipt of the valuation report,
the owner can consult with his CPA to determine the net receipts
for a sale transaction.

After a completed business valuation, reputable business
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brokers can quote a success fee for an engagement to sell the

company, whereas such fee is commonly paid upon closing.

As Michalske states, “The bottom line is, the owner’s costs
of selling the business are far offset by the current and future
value of the business, only paid upon a successful closing and
the only initial investment is a nominal third party valuation
fee—mnot to mention, that the business valuations can often be
used to obtain debt financing if the business owner decides to
rebuild his business.”

! Tony Valentino, Northern New Jersey manag-
ing director at A Neumann & Associates, is a
seasoned finance executive with over 40 years
of financial and senior management experience.

Industry background includes financial services,
R B personal services and entertainment including
broadcasting and music. Tony has a proven track record of
growing enterprise value. He is strong in strategic planning,
forecasting and growth via internal development and acquisi-
tions. You can learn more about A Neumann & Associates at
WWW. Reumannassociates.con.



