
Pre-Sale Tune-Up

Business owners are often asked, “Do you think you will ever sell your business?” The 

answers vary from: “Only when I can get my price” to “Never” to a realistic “I don’t really 

know” with everything else in between. “When will you sell your business?” is often asked, 

but very seldom answered. Certainly, misfortune can force the decision, but no one can 

predict this event. Most don’t believe or accept the old expression that advises, “It is 

always a good idea to sell your horse before it dies.”

There is also an old adage that 

says: “You should start planning 

on exiting your business the day 

you buy or start one.” You can’t 

predict misfortune, but you can 

plan on it. Unfortunately, most 

sellers wait until they wake up one 

morning, and just drive around 

the block several times working 

up the courage to begin the day 

working in their business. This is 

a common sign of “burn-out” and 

is an-going problem with small 

business owners. Or, they face 

family pressure to start “taking 

it easy,” or to move closer to the 

grandkids. Now what?
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There are really only four ways to leave your business. Obviously, 

the easiest is to put the key in the door and walk away. It’s also 

the worst way! The years of hard work building a business have 

a value. Another way is to transfer ownership to one’s children or 

child. Assuming one of them is interested and capable, it can mean 

a successful transfer and a possible income stream. A third way is 

to sell the business to an employee. The employee may know the 

business, but may lack the interest or skill for ownership or the 

funds necessary to pay for it. The fourth way, and the one taken 

by the majority of small business owners, is to sell it and move on. 

Every business owner wants as much money as possible when 

selling, so now may be a good time to begin a pre-exit or pre-sale 

strategy. Here are a few things to consider.

Buyers want cash flow.

Buyers are usually buying a business with a cash flow that will 

allow them to make a living and pay off the business, assuming it is 

financed – and most are. Buyers will look at excess compensation 

to employees and family members. They will also consider such 

non-cash items as depreciation and amortization. Interest expenses 

along with owner perks such as auto expenses, life insurance, etc., 

will also be considered. A professional business broker is a good 

source of advice in these matters.

Appearances do count.

Prior to going to market, make sure the business is “spiffed up”. Do 

all of the signs light up properly at night?  Replace carpet if worn, 

paint the place and replace that old worn-out piece of equipment 

that doesn’t work anyway. If something is not included in the sale 

– like the picture of Grandfather Charlie who founded the business – 

remove it. An attractive business will sell for much more than a tired 

and worn-out looking place.

Everything has value.

 Such items as customer lists, secret recipes, customized software, 

good employees and other off-balance-sheet items have significant 

value. They may not be included in a valuation, but when it comes 

time to sell, they can add real value to a buyer.

Eliminate the Surprises.

No one likes surprises, most of all, prospective buyers. Review every 

facet of your business and remedy any problems, whether legal, 

financial, governmental, etc., prior to placing your business up for 

sale. 

Your professional business broker can assist in all facets of 

preparation. They know what buyers are looking for and they also are 

familiar with current market conditions.
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Review every 

facet of your 
business and 

remedy any 
problem.Sellers: Ten Tips to a Successful Sale

When selling your business, here are a few things that will 

add value to the business and even increase the selling price.

• A deal with few contingencies, stipulations or warranties

• A fast closing period

• Some additional deferred compensation

• Sellers disposing of non-operating and non-performing 
assets prior to closing

• A focus on increasing chemistry and trust between the 
parties

• Finding a buyer with a track record of success indicating 
the likelihood of the business’ long-term success

Adding Value to Your Business



Why Deals Fall Apart

The motivation 
of both parties is 

essential 
to a 

successful 
business sale.

There are lots of reasons why the sale of a business falls apart. 

The reasons can be grouped into four major categories: those 

caused by the buyer; those caused by the seller; those caused 

by a third party; and those caused by “acts of fate”. (Anything 

that does not fit the first three categories can be lumped into this 

fourth category of things that just happen.)

Sellers

Some sellers really don’t have a valid reason for selling. Without 

a strong commitment to selling, a deal is very difficult to hold 

together. Some sellers are just testing the waters. Others are 

holding out for a price that is just not supported by the numbers. 

Sellers who didn’t check with their tax advisors or other outside 

advisors may be in for some surprises that could force them to 

withdraw from a pending sale. A common reason a deal falls 

apart is that the seller panics about what he or she will do once 

the business is sold.

Buyers

One could almost change the Seller’s information above and 

label it Buyers. In addition, buyers may discover some unknown 

(or unmentioned) problem, such as an environmental issue or a 

governmental one. 

Many buyers realize during the due diligence process that they 

aren’t cut out to run a business. Or, they can’t make that “leap of 

faith” necessary to buy their own business.

Third Parties

Landlords are probably the leading third-party cause of a sale 

not being completed. The next biggest cause comes from outside 

advisors giving overly aggressive advice to buyers and/or sellers. 

Many outside advisors, in their zeal to assist their clients, forget 

that the goal is to put the deal together.

Acts of Fate

This category includes everything else. The seller may not be 

able to substantiate, at least to the buyer’s satisfaction, the 

earnings of the business. Problems may arise, unknown to either 

party, from federal, state or local government agencies.

Your professional business broker is aware of all of the reasons 

outlined above and knows how to deal with them. Although 

business brokers cannot provide legal advice, they are quite 

familiar with the intricacies of the business sale. They are 

also familiar with local attorneys who specialize in business 

transactions. These attorneys will usually be more efficient and 

cost-effective than attorneys who do not specialize in business 

transactions. 
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The Independent Contractor Revisited
As the federal government and the state governments look for 

more ways to bring in money, the independent contractor status 

is a likely place for them to look. After all, by using independent 

contractors rather than employees, employers don’t have to 

withhold taxes, provide workers’ compensation, contribute to 

unemployment compensation, or provide any benefits such as 

401-k programs, health insurance or other benefits. Plus you can 

use and discontinue independent contractors as needed.

Certainly, in this age of home-based businesses, the use of 

outside sources makes a lot of sense. Outsourcing a lot of 

business needs has been done for years and will only increase 

with growth of small business. Most one-person and small 

businesses don’t need full-time employees. Many requirements 

can be outsourced to independent contractors who in turn 

outsource many of their requirements.

It is the use of workers who are classified as independent 

contractors but who are really employees that can cause legal 

issues. FedEx Ground has been in the middle of this type of legal 

dispute for several years. FedEx claimed that their drivers were 

franchisees and therefore independent contractors; several 

drivers (and later the IRS) challenged that status, claiming that 

the drivers were really employees.

Here are some basic distinctions between independent 

contractors and employees:

Lack of employers’ direction is one major difference. Is the worker 

left to his or her devices to do what the particular job requires 

without direction from the employer? 

Is the worker working primarily for one employer or working for 

several employers on an as needed basis?

Is the worker in the same general business as the employer? A 

full-time consultant in the same line of business as the employer 

might be considered an employee. If the employee has his or her 

own business and also works for other companies, he probably 

would be considered an independent contractor.

Just because the worker creates an LLC or even an S-corporation 

doesn’t necessarily guarantee legal classification as an 

independent contractor.

The federal government and the states are narrowing the 

definition of an independent contractor. One must definitely be 

truly independent to be considered an independent contractor. 

FedEx franchises (for lack of another term) wear FedEx garb, 

have FedEx logos on their trucks, and deliver FedEx packages 

on defined routes. However, we understand that they buy their 

own trucks and can sell their FedEx routes. But, consider the old 

saying: If it looks like a duck, acts like a duck and makes duck-

like noises, there is a very good chance it is a duck. The battle 

goes on, but the penalties for violating the status of your people 

can be very expensive.


