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Understand.
Prepare.

Maximize Value.
Secure Your Future.
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Your Business Is Your Biggest Asset — But Is
It Ready for Sale?

The Question Every Business Owner Should Be Asking

For many entrepreneurs, their business represents far more than a source of income.

It represents years of sacrifice, long hours, financial risk, and personal commitment. It is often
the asset into which they have invested the majority of their time, energy, and capital.

Yet surprisingly few business owners know what their business is worth.
Even fewer know whether it could actually be sold.

The uncomfortable truth is that while many business owners believe they have built a valuable
business, what they have actually built is a job for themselves.

The difference is significant.

A business has value when it can operate successfully without its owner. A job relies on the
owner being present every day.

The question is simple:

If you decided to sell your business tomorrow, would someone buy it?

Your Business May Be Your Retirement Fund

Many business owners do not contribute enough towards retirement because they assume their
business will eventually provide the capital they need.

Their plan often sounds something like this:
"One day I'll sell the business and retire."
There is nothing wrong with this strategy—provided the business is actually saleable.

The problem is that many owners only discover the limitations of their business when they are
ready to exit.

By then, it is often too late to make meaningful changes.
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What Makes a Business Valuable?

When a buyer evaluates a business, they are not purchasing its history.

They are purchasing its future.

Buyers generally focus on several key areas:

Sustainable Profits

Can the business consistently generate profits?

A buyer wants evidence that earnings are stable and likely to continue into the future.
One exceptional year is less important than a track record of consistent profitability.
Reliable Cash Flow

Profits are important, but cash flow is critical.

Businesses with strong cash flow are generally worth more because they provide a
predictable return on investment.

Systems and Processes
A business that depends entirely on the owner's knowledge is difficult to sell.

Buyers place significant value on documented systems, procedures, and operational controls
that allow the business to continue functioning regardless of who owns it.

A Strong Customer Base

Businesses that rely on one or two major customers carry greater risk.
A diversified customer base generally increases business value.

A Competent Management Team

A business with experienced staff and management is often far more attractive than one
where the owner performs every critical function.

Growth Potential

Buyers are often willing to pay more when they can clearly see opportunities for future
growth.

Page 3|7



The Five Warning Signs Your Business May Not Be
Saleable

1. The Business Cannot Operate Without You

If every important decision requires your involvement, buyers may see the business as high
risk.

The goal should be to create a business that functions effectively even when you are not
present.

2. Poor Financial Records

Many business owners underestimate the importance of quality financial information.

Potential buyers will want access to:
« Annual financial statements.
e Management accounts.

e Tax records.
e Cash flow reports.

e Customer and supplier information.

If your financial records are incomplete or inaccurate, the value of your business may be
significantly reduced.

3. Too Much Personal Goodwill
In many small businesses, customers deal with the owner rather than the business itself.

If clients would leave when the owner leaves, a buyer may question whether the revenue can
be sustained.

4. Customer Concentration Risk
If one customer generates 50% of your revenue, a buyer may view the business as risky.

Diversification generally improves valuation and attractiveness.
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5. No Succession Plan
Many businesses have no documented plan for leadership succession or ownership transfer.

This uncertainty can negatively impact value and saleability.

Why Every Business Owner Should Know Their Business
Value

VALUING A
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e The value of their home.
o The balance of their bank account.
e The value of their investments. <

Yet many have no idea what their business is worth.
A business valuation is not only useful when selling a company.
It can also assist with:

Succession planning.
Shareholder buy-outs.
Estate planning.
Buy-and-sell agreements.
Divorce settlements.
Strategic planning.
Retirement planning.

Understanding the value of your business provides clarity and helps identify opportunities for
improvement.

Building a More Valuable Business

The good news is that business value can often be improved over time.

Business owners should focus on:
Improving Profitability

Higher sustainable profits generally increase business value.
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Reducing Owner Dependence

Document systems and delegate responsibilities where possible.
Strengthening Cash Flow

Strong cash flow makes a business more attractive to potential buyers.
Developing Management

Invest in people who can lead and operate the business independently.
Maintaining Accurate Financial Records

Reliable financial information builds buyer confidence and often improves valuation
outcomes.

Planning Your Exit Early

The best time to prepare a business for sale is years before you intend to sell it. Businesses
that are prepared well in advance often achieve significantly better outcomes.

The Ultimate Test

Ask yourself the following question:
Could I take six months away from my business and still expect it to operate successfully?
If the answer is no, your business may still be too dependent on you.

A valuable business is one that can continue creating income and growth regardless of whether
the owner is present - That is what buyers are looking for.

Final Thoughts

Most business owners spend years building their business but very little time preparing it for
eventual sale or succession.

Whether you intend to sell next year, retire in ten years, or pass the business to the next
generation, preparing early can significantly increase the value of what you have built.

Remember, a business is only worth what someone is prepared to pay for it, the best time to
start increasing that value is today.
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FinEd Tip: Many business owners discover that their business is their largest asset, but not
necessarily their most valuable one. The true value of a business lies not only in its profits, but
in its ability to operate, grow, and generate income without relying entirely on the owner.
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