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fPDID godar ]C)P;agid;mt— Preparing a Privately Held Business for Sale

& business owner recently asked me to succinctly
define what a privately held company and owner
must do it order to prepare the business for sale.
I segmented my response into major categories as
followrs:

Iy Financial: 3ince all business sales are based
upon a moaltiple of the cash flow Ceither EBITDA
ot Dizcretionaty Cash Flowd), the owner must have
all of the financial records segregated andin good
order. At a miniram, we would suggest having
three years of financial statements and tax returms.
If there are substantial differences between tax-
able income and book income (&g cash basis vs.
accrual), those must be identified and explained.
Culling out all significant discretionary expendi-
tures dlong with izsolating any unusual and non-
tecutring expenditures and losses will be impor-
tatit.

II) Operations: The Seller will want to identify
all products and services provided by his (her)
company and the specific markets served. In this

review, it will be important to define the strategic
adwantages enjoyed by the compaty it their re
spective niche as well as comparative gross profi
margins for each product and setrvice.

III) Growih Opporiunities: While buyers will
purchase a business & a price predicated on cue
rent and historical cash flows, the main impetus
for the purchase will be the ability of the busyer to
grow the business at a rate that exceeds the nomm
for similar opportunities. It iz important for the
Seller to wisualize those growth possibilities and
defitie them tangibly in terms of products exten
sions to current lines, existing products to new
matkets, better market penetration, wider geo-
graphical distribution and ete.

IV) Management Structure: In addition to tran-

sitioning the current customer base in an acquisi-
tioty, the buser will have concerns about the depthy
breadth and ability of the current managemert
teatn and their willingness to stay on board after
Gontinoed on page 2
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the deal is consummated. The Seller showld have an Organdzation Chart which defines the ditect repotts
to the CED along with their titles and responsibilities.  Ideally, you would have a management profile
available that gives a brief resume of each manager along with his salary history and longevity with the
firm.

¥) Deal Struciure: The preponderance of transactions in the sale of privately held companies are han-
dled as an asset sale (versus sale of stockd). This type of sale will result in the buser receiving a stepped up
basis i1 the assets purchased (which generates foture tax deductions) while concurrently avoiding un-
wanted cortinngent labilities that result from a stock sale. The owner must sit down with is CP& andfor
attorney snd wnderstand the tax implications of this transaction under each scenario so that he will not be
surprised at clositig or worse yet, when preparing his individual and corporate tax return. Remember, its
not what you get but what you keep that counis!

YTI) Available Financing : MMost owners would prefer to be cashed ot of the transaction at closing and do
as little owner financing as possible. To a large degree, this will be dependent upon the basic cash flow
add backs including net income, depreciation, interest and owner compensation. Most lending institutions
whether 3BA or conventional, will typically shun discretionary add backs falling outside these parameters.
I aggregating these cash flow components, the financing companies will consider: required compensation
of new ownet, debt amortization petiod, debt coverage ratios and available collateral to determine the ex-
tent of financing offer.

&3 ywou can well see, there are plethora of items that noast be addressed in the sale of any existing busi-

A special thanks to
Carolyn Robinson at Coleta Natlonal Bank

For generously donating to the Holiday Pa
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— PLEASE WELCOME NEW MEMEERS

Paula Charles
Thomas Chialastri
David Chambless
Julie White

Keith Danviels

Roswell, Ga.
404-351-5144

Robert David Hendee
Abraxas Business Services

John Kim

Metro Brokers GMAC
Marietta, Ga.
A04-543-2500

20dd Comnmnittee Chadrs:

Education: Chardes Jay, 475-477-6272

BEM S Henry Hicks, T70-562-85380

Fortms: Miek Michelson, 404-574-6262

Public Relations: James Welch, 404-5435-2500
Mew Member Orientation:

Teff Merry . 770-534-6430

4 Hank Tanner. 770-534-5568

Membership: Sloria Hall, 404-343-2500
Monthly Speakers: badd Still, 770-262-5329
SAEE Today: Gina Carr, Editor, 770-241-7 244

Internet: Kathryme Pusch, 770-215-2320

Million Dallar Club:
John Soublis, 404-454-2430

Profezsional Standards:
Catherne Bienert, 770-977-7T334

Solf Outing: Teff Merry, 770-534-4630

Christrnas Party: Open

Register now

Spring Conference!

We hope you are planning to attend
the
108 Annval GABE Spring Education Canference
on March 5th and éth.
Itis less than a month away! I you are still
not convinced of this educational value, please
take a look at the new agenda that shows the
CBIs, lenders, accountants, attorneys, and
industry experts that have agreed to pre-
sent each subject.
bttpe/ Awww . gabbaorg /gabbe onference 2 004.p df
We look forward to seeing you there, If you
have amy questions, please e-mail me.
Todd Marrell, Spring Conference Chairman
tmorrell@morrell-browning.com

HMILLION DOLLAR CLUR

for 2004 will be discussed
at the February meeting.
Thanks,
JUIHHN SOURLIS




Featuriny
KenHoganson

Friday Keynote Speaker:
Mr. Ken Hoganson
IBEEA Instructor

TBBA Course M&AY

Earn credit for
IBBA Dresignations
and
Continuing Education
Credits for Eeal Estate
Licensure !

Sponsors include:
We are seeking sponsors
for this event.

Atlanta Marriott
FPerimeter Center
246 Perimeter Center Plassy
Atlanta, GA

For Lodging Reservations
1-800-2468-0370

Conference Questions:

Contact Todd Momell
Spring Conference Chairman
Phone: 770-316-5306
or
Charles A Jay
Education Chairman

Phone: 4784776272

~_ | 10th Annual

GABB

Geargia Association
of Business Brokers

Conference

Recepbor:  Friday, March 5, 2004 6:30-8:30PM
Includes Haors D'oeuvre Buffet for Registrant & One Guest.

Semynar: Saturday, March 6, 2004 7:30 AM-5:00 PM
Includes Continental Breakfast, Seminar Materials & Lunchean,

Subjects will include:
- Aogency Relationship
- The Internet
- Protecting Your Commission
- Buying and Selling Franchises
- Reading and Recasting Financial Statements
- Pricing the Business
-Legal Foms
- Understanding Deal Structure and Successfully Megotiating the Deal
- Performing Cue Diligence

Reqgistration Fomm for Conference

Hame

Company

Address

City State Zip

Bus Phone:

Fax: Alternate Phone:

Email:

Fee: Saturday OHLY FRiday O Y  Frday & Sstarday
GABE Members. $155.00 $155.00 $290.00
Hon-Members: $170.00 $170.00 $320.00

= There will be a late registration fee of $15.00 after March 3rd.
»  An additional fee will be charged to receive CE credits.

»  $100.00 application fee for joining GABB will be wamed for prospective
members who attend the Spring conference.

Make Checks Payable to GABB & Mail to:

DeFoor Services, Inc.
Greg DeFoor - GABB Treasurer
68 Austin Avenue
Marietta, GA 30060
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2004 DUES INVOICE

DUE Naw!
Current Members: Make Check Payable to GABB and Mail to:

Georgia Association of Business Brokers
/0 DeKalb Board of Fealtors
1414 Montreal Foad
Tucker G& 30054-5140

COMPANY OR INDIVIDUAL ACTIVE MEMBERSHIFBrokerage) : $145.00
ASSOCIATE MEMBER/AGENT OF ACTIVE MEMBER: $125.00
AFFILIATEMon-Brole Support Profession) MEMBERSHIP: $125.00
AGENT OF AFFILIATE MEMBER: §£125.00

D T atn elicible far retie wal utrder the rertns of the Attetrdance Reguftemetirs artached.
\Eaclosed fs my cficck nutmber fir e atnoar af 2 Wil {5 pavtnetitin
ferff for ty 2008 member sfifp dues. ¥

D #I atn ot elicihle for tettewal as I frave Bat et tie minfinum Attetrdatice Reguitemetits,
\ftr addittarr to Dues, please fnd the 100 Re-dpplicariotr Fee, I utrdetstatnd the Membersfify
CHafrtman may cotact me for any addffonal fnformarfon reg ufted fo process my Memberefidip
\Re-dpplicarion. Check 2 and roral atnannr remirted., ¥

MOUR Hame:

Active Member or Affiliate Member Company Name:

Product/Senvice if Affiliate (Support Profession)

Companyiddress:

Dffice Phone: Fax Humber:
Pager: Cell:

E-mail Address: Weh Address:
Bpouse'slame: Home Phone;

Home Address:
I am upro-dare fn my (A FEF BEMS pavmenrs ro BiaM IS, 1 reguiremenr of Actfre

{Brafetage) Membetslfifp ¥ Sictred

MOT a member, hut wani to he?

Contact Gloyia Hall, Memhbership Chair ,

404.843.2500_TODAY for Application Package.




= President:

Patrick Harking
FI0-649-7E66

Vice President:
Davich St o8
Fri-962-8399

Secretary:
At Lenning
GF8-852-62258

Treasurer:
Grag DeFoor
E78-587-5966

Directors:
Slariz Hall
Henry Hicks, Col
Jobn Soublis

Past President:
Fathrgne Pusch, CBG
Fr0-998-9390

COVIITTEES:

Education:
Chatles Jay, GBI Ghair
4784776272

BBMS:
Henne Hicks, Thair
F70-569-8550

GABB Forms:
Mick Micholson, GBI Chair
a0d-8r4-6262

Membership:
Shoria Hall CEf
FFO 487-3710

Hew Member Orientation:

Jeff Marny
Fr-A34-6630
Hank Tanner
Frl-H34-5568

Monthly Speakers:
Dawid SHIT
FFO-962-5399

GABB TODAY

GABBMLS:
Hen Stebbins
Arel Gonzalez
ghE 531-7861

GABB TODAY Hewsletter:

Sing Cary, Editor
F0-241-7246
gina@oeorgiabusinessaroup.com

Kristy Farrell, Froduction
7i0-7E0-7595
farre11s@yahoo. com

Anticies Due by the 5th

Listings, Information, Members,
and GABB Mewsletter On-Line

GABB Website: www.gabb.org

Grorera A ssociafion of Business Brofsers

1414 Montreal Road

Tucker, Georgia 30084-3140



