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Good News for Sellers

Hoping To Exit Their

Small Business

Survey shows seller confidence is

rising as previously buyétendly

market begins to move back

towards a more balanced state. [

Over the past couple of years, the businessle marketplace has been a friendly place
for buyers (at least for those who could secure financing)-ap papply from the

great recession began to enter the market Although brisk activity has benefitted
everyone, sellers haven't enjoyed the same level of confidence as buyers ... until now
BizBuySell.comannual survey of more than 1,500 prospective business buyers and
sellers recently showed that sellers are feeling more confident in their ability to
successfully sell their companies. | also heard the same message at the recent Amer
Small Business Development Center (SBDC) annual conference, where the attendee
spoke with confirmed that we seem to be experiencing a shift toward a marketplace t
meets the needs of both buyers and sellers.

A More Balanced Businesgor-Sale Marketplace

According to respondents in our annual survey, more than one in five (21.6%) busines
sellers are "very confident" that they can sell their companies at an acceptable price, |
percent increase from the 17.6 percent of sellers who reported the same level of
confidence last year.

In general, 63 percent of sellers expressed some level 0 ence in their ability to
their businesses at an acceptable price. When asked to compare this year with last, (¢
believe they will sell for a better price this year than they would have received last yeg
whereas only 34% said their confidence level was either lower or the same as last ye
Additional findings from this year's survey of prospective buyers and sellers included:

Improved financials are driving increased seller confidence. Although there are many
factors behind the recent market shift, almost half of all business sellers (44%) identil
improving business financials as the primary reason why they are more confident in t
ability to sell their businesses. The second leading reason credited an improving sma
business environment and economy (36%).
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Buyers are more realistic
While still generally confident, buyers are slightly less confident in their ability to acqu
business at a good value, supporting the notion that the market is becoming more
balanced. This year, 78.6 percent of buyers said they were confident in their ability to
secure an acceptable price, compared to 80.5 percent last year. Further, 36 percent
indicated they were less confident they could buy a business at an acceptable price t
year when compared to last year, whereas only 31 percent felt the same when asked
same question in the survey the year before.

Transaction activity remains strong
The market appears poised to maintain the robust pace of activity we've seen since
beginning of the year. While 95 percent of buyers expect to make a purchase over th
next 12 years (up from 87.6 percent over previous year), 75 percent of sellers expect
complete their exits within the same time period.

The buyer/seller financing gap is closing
Last year, 49 percent of buyers expected to rely on seller financing, but just 25 perce
sellers planned to offer it, highlighting the significant gap that existed in seller financir
However, this year only 43 percent of buyers reported the need for seller financing, €
though a higher percentage of sellers (32%) intend to-edfeigin that we will likely
see more deals closed in remaining months.

Sellers are eager to retire
More than three out of four (76%) buyers want the seller to stay involved with the

business for at least one day a week during the first six months the sale. But 30
percent of sellers don't want any involvement with the Mﬂecting
many sellers’ desire to retishich is the most commonly motivation for selling a
business.

Although the current market bodes well for sellers, the fundamental rules of selling a
small business still apply. The most qualified buyers are looking for stable and growin
small businesses with a documented trend of positive earnings and a diversified custg
base-and the most successful sellers will be those that invest time and energy to prop
prepare their companies for the marketplace and use an experienced professional
company to assist them.
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Why Every Business Owner

Needs an Exit Plan

Why then, is the exit plan often the last
thing a business owner thinks about?
9PSNE2YS A& 3IA2Ay13
just a matter of when and how

The 5 DO6sé

(Death, Disability, Divorce, Distress, and Disagreement)an happen to anyone at
any age. My advice is to follow the gu
if you own a businessé well, then you

Exit planning is the process of maximizing enterprise value, not just revenue. It is the
process of desking your business so that if you decide to sell it is more attractive to a
potential buyer. It is the process of preparing your business and yourself for the possi
of the 5 Ddés. (A frightening statistic

Improving Your Image
One other reason that an exit plan is impoftanbmpetition among buyers is fierce, as
baby boomers retire and try to sell 4.5 million businesses for a combined $10 trillion.
There is nowhere near that amount of equity in the market to close so many deals. Of
the best deals will get transacted and those that are W‘We rest will langu
So how does your company look to a potential buyer? clear exit plan it could lo
| ot better, with a | ot | ess r i sikwhethet ¢
because of an unsolicited offer or one

Crafting a oMaster |
So how does the business owner go from working in the business to working on the
business? Think of it as a process that has 3 phases, each dependent on éne anothq
much like a-Begged stool. The stool cannot stand without all the legs.
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Phase 1:Get a valuation

The first phase starts with getting market valuation for your conpahngt a willing
buyer will pay a willing seller would pay/accept for the business. It does not need to |
an expensive multipage document; this is just a starting point.

The best way to do this is to hire an advisor with experience in the process

Phase 2:Maximize company value

You can develop a profile on where you stand compared to what buyers are looking
Then you can act to improve any weaknesses and emphasize your strengths. Ever

operating a business needs to know the factors that add to business value and the fg
that are dragging down business value. Studies show that working on these things @
significantly improve the value of a business.

The three key drivers to focus on to help drive the value of your business up are cas
flow, risk, and demand. First, to maximize value of your business you need to increa
cash flow. Second, you want to decrease risk of those cash flows, and third, you wa
create competitive tensions among buyers of your business if and when selling.

Phase 3:Get your personal financial plan in order

The final phase is personal financial planning. This may include working with financig
planners, estate planners, and tax advisors.
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Thereds a Pe
Approaching for Exiting

Business Owners

On January 1, 2011 about 8,000 Baby
Boomers (people born between 1946
1964) turned 65 years of age. Every dg
for the next 18 years, others will turn
65 at the same rate.

While many may know about this trend, a lesser known fact is that, according to
the US Census Bureau, 70% of all businesses (with more than 1 person on the
payroll) or 4.5 million businesses are owned by people over 53 years old.

What are the prospects for transferring those businesses when the owner is ready?
need to liquidate ownership will impact all of us, young and old, as the boomers try to
capture the wealth that they have created over their lifetime. But there is good reason

believe that there is going to be far less of it than they might expect. In fact, the eleme

of a perfect storm are brewing.

If every owner in this age group is depending on selling their business to fund the ne

<

stage of their life (be it retirement or something else), the amount of capital required f

close all those transactions is over $10 trillion dollars. Where is the money going to ca

from to fund those acquisitions?

There has been a stock market bubble, a housing bubMut never
before have we seen an o r demograph

tsunami. p

There is currently about $535 billion
acquire businessesnowhere near the amount of equity needed to do even 10% of the
transactions that will be up for sale. Even if fresh investment capital becomes availab
the amount of supply will drive values down significantly.

There is a Market Transfer Cycle and every ten years there has been some kind of
recession. It is currently a sell erods
tired sometime over the next three years. It always does. When it does, it will become
buyer 6s mar ket of major proportion and

-
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There are 3 major forces at work and together they are
| mpacting the owneros situ

st Many businesses for saldn addition to those businesses owned by retiring bab)
boomers, there are over 7,700 companies in inventory that are currently owned by p I
equity firms that will become available. Furthermore, there are owners less than 65 yg
old who will be seeking capital for growth initiatives. There will be lots of competition
the retiring business owners and all of it will drive prices down.

2nd There are not nearly enough funds to satisfy all the selldooking to transact.

Private equity fundraising wonoét be ab
selective and only the A++ deals will get done and even they will have reduced purch
price multiples.

39 The economy goes in cycles and there is only about another two to three
years | eft t o t heCanoanmownermetlly afferd tb wart ibout umila r
the market cycles back? It may take significantly longer than any time in the past.

What 6s t he r esuii m&beQap L0 willget transacted. If dwnars s
miss this current cycle they will have to wait at least eight years until the market start
turn in favor of doing deals again, all the while, the boomers are flooding the market
their companies up for sale.

If in the future you feel you need help in finding a buyer for your business, please con
Affiliated Business Consultants. In today's competitive world, the services and compa

you choose to help you can spell the difference betweenfyuccess.
The professional services provided by ABC are far reaching and span today's ever
increasing demand for visual marketing and high tech advertising.

| have never heard a business ,‘
owner lament that he started r

his exit plan tfoo on €

but | have heard dozens -

complain about how they \
waited too long.

BizsAlLEacom




The Impact of Tax Reform
on Middle Market M&A Activity

Recently, Mergers & Acquisitions Magazine published a piece examining the impact
201706s tax reform |l egislation on M&A a
M&A activity will be positively impacted by this legislation for two key reasons:
1. The reduction of the corporate tax rate
2. The repatriation of funds held overseas by corporations

Here are some excerpts of the salient points relating to this:

One of the most anticipated changes of the act included a reduction in the corpora
percent to a flat 21 percent and the repeal of the corporate alternative minimum tax
the aftéax profitability of corporations.

The Impact of Tax Reform on Repatriation of Funds
Here is the point made in the piece on repatriation:

The act also includedim®mepatriation tax on accumulate s held oversea
repatriation of these funds by major corporations will li Invested in one form ¢
additional taxes in the future.

This could set up a tremendous opportunity for the middle market because corporatio
may likely use their repatriated cash to acquire companies that complement their cor
business.

Again, |li ke the corporate rate reduct.
investments will put the burden on acquirers to put that capital to work in the U.S. whi
may result in enhanced multiples.
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There are two critical, related items found here. First, the best use of this cash comin
back from overseas will be the addition of complementary companies to an
organi zationds business model

Again, as we discussed on how tax reform impacts M&A activity, the fastest, most
efficient way to gain market share, new talent and new clients is via acquisitions.
Repatriation will allow more of this.

Secondly, because the best use of this capital will be for acquisitions, a lack of qualit
targets may create a bidding war, raising business valuations overall. Although this

remains to be seen, it is evident from what we experienced last year that valuations &
creeping up, especially for wefi, profitable, growing middle market companies.
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/(-\) Business evaluation service

7

>q\\ Do you know your

Why have your business evaluated ?

Remember that every successful deal requires a satisfied seller and a satisfied buye
"win-win" deal is the best situation for everyone. A favorable sale is achieved when ¢
seller obtains a fair price for the business and the viability of the business is preserv
such that the business can continue to prosper after the sale.

Business owners sell their businesses for a variety of reasons, including a reduced
tolerance for risk, lack of challenges, health reasons or plain old fatigue. Other owng
are motivated to sell by a changing marketplace, technological advances, spousal
pressure or a desire to start a new chapter in life. Often, owners, if they are to take {
company to the next level, opt to sell rather than incur this added burden.

Even though the business is the greatest asset in the owner's portfolio, he or she tel
to undervalue it. Before making their decision, business owners know little about the
sale process itself. They only know that they want a "quality" buyer, one with whom
are comfortable with and who will treat their employees and customers well.

The key to reaching the selling or buying decision is knowing what the fair market pt
for a business is in this era of corporate downsizing and entrepreneurial growth. He
an important fact: You'll sell or buy a business just once. If you do it right, you'll get

give a fair price and enjoy the financial rewards. If you make ke, you could Io
more than money you leave at the negotiating table. /

There is no simple formula or rafethumb for computing the value of a business.
Even if two businesses have roughly equivalent cash flow, their capacity, the market
which they operate, the competition, and numerous other factors can make all the
difference in the world when it comes to value. Each enterprise must be valued as a
unique entity.
The fair market value of your business is the value it would have to a prospective bu
someone whose primary concern is its profit potential. By investing in an evaluatior
you can save yourself a great deal of time, money, and grief

If you are serious about selling or buying a business, ABC provides a sophisticated
evaluation service to help pinpoint the right selling price for a business. Using years

experience (since 1980) with all types of businesses, ABC has developed a unique
evaluation approach that combines many factors and techniques.

-
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Without it, you run the risk of either underestimating your business worth,
accepting too low a price for it and leaving money on the closing table that
should be yours or overestimating its worth and wasting valuable time trying to
reach an unrealistic goal.

In valuing your business, we recast past financials to determine the business's maxi
earning capacity. Owners of privately held businesses often utilize a wide range of
operating styles, from aggressive to conservative, producing wide ranges in earnings
recasting these numbers we show more accurately what a prospective buyer could
expect the business to generate as pR¥itasting provides an economic view of the
company and allows meaningful comparison with other businesses/ithresate.
buyer has this information on your business it can mean the difference between
buying your business or someone el sedos:s
Numbers will ultimately be analyzed according testabllished disciplines, but
determining those numberf®rmulating the assumptions for the calculatiana
matter of professional judgment. That includes judgment about the past performanc
current capacity and competitive situation of your business, as well as the demogra
and market trends that will affect its performance.

An accurate valuation puts you in an excellent position to negotiate the sale of your
business on the most advantageous terms. It will also be critical if you intend to exe
a buy/sell agreement, or develop a plan for your estate.

The decision to exit your business is one of the most difficult decisions of your life.
Your business is an extension of your personal life, and in most cases, your persong
worth is tied to the business value. We understand the importance of this decision a
know the stakes are high.

Good business decisions can only be made based on accurate information.

When it comes time to sell your business or plan your exit s , there are many
offering to help you. Teaming wiffiliated Business Consultantgrovides you the
advantage of years of experience working with all sizes and types of businesses,
nationwide, while maintaining your confidentiality.

Reasons why you need to have your business evaluated.

It is critical if you are:

U  Selling a business Mergers

0  Have a current buyer/offer Economic Damages
Purchase a business Private Placements
Estate Planning Stock Options
Divorce Proceedings Fairness Opinions
Buy/Sell Agreements Insurance Planning
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To Get t he Best Dol | ar
You Must Sell it When YOuWANT to!

Don't wait until someone or something makes that decision for you.

For examplee two business owners had
prosperous businesses, comparable in selling price and value. After years of
successful sedimployment, they decided to sell. One owner in a short time sold
for a profit. The other had to liquidate and lose his business.

Why? The owner who got an excellent selling price took advantage of the
confidentiality and worldwide exposure offered by a national company. The other
relied on personal and local contacts. Since 1980, our firm has specialized in
bringing sellers and buyers together for all sizes and types of businesses. Our
success proven system of locating buyers nationally will be done without letting
your employees, suppliers, customers, or competitors know that you want to sell.

We now have many pgealified buyers in our database. They include individuals,
companies, and investment groups. These buyers have substantial resources of
$25,000 to $300,000,000 million in investment capital to spend on all types and
sizes of businesse®wr business may be what they are looking for.

How you go about finding a buyer can spell the difference between Success and
failure. Our innovative Success Proven System will assist you in finding the right
qualified buyer, so you can reap the benefits of owning your business.

All correspondence, conversation, and information s ith our firm will be
kept strictly confidential. We look forward to working with you. To learn more or
to get personal assistance, please call us5tG2E90.

Sincerely,
H.E. Anderson
President

Affiliated Business Consultants, Inc
2864 S. Circle Dr., Ste. #540
Colorado Springs, CO 80906

Call (719) 540200 Fax (719) 59666
www.BizSale.com
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© Michael H Marks

“And when | counted to reason #125,
I figured it was probably time
to sell the business!”

What customers say

¢CKIYy 1 @&2dz YoB sebvice¥ pidiled a buyer for our busingbat we
would not have found any other way Dennis A.

You guys did tantastic job in finding a buyefor my business Vic

I would like to take this opportunity to thank ABC for ccessful effort,
we sold our business Jim J.

| want to thank you for helping me, you were always willing to answer all my
guestions Your service was invaluable to m&hanks for a nice job in helping us
from beginning to end Jeff R.

I would like to express my appreciation to you and your company.. The business
was unique. It was very difficult for me to find a buyer after my husband had
passed awayl do not know if | would have been able to find a buyer without
your professional helgand support- BlazenaC.

To read more customer reviews go to www.bizsale.com/testimonials

BizsAlLEacom




