When the tough

GET GOING

When is the right time to sell your business? The experts believe
you should know before you even start. Vive investigates the tricky
business of planning your grand exit.

A family sits around the table over
Mother's Day lunch brainstorming enline
business ideas. "Gift vouchers! Why
aren't they being scld online?” someons
yells cut. First thing Monday morning,
Mum registers the domain name
giftvouchers. com before someone else
does, just in case the idea is worth
taking sericusly,

A subsequent scour of the web yields
no Australicm competitors, so Mum and
brother quickly buy a company, write a
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BUSINESS: EXIT STRATEGIES woRDS KRISTEN LE MESURIER

business plan and turn the domaoin nomne
into on e-commerce site.

This scenario is Michelle Deaker's, the
online entrepreneur who sold her gift
voucher business, E Com Industries, to a
UK company for $30 million just seven
yecns after the foteful Mother's Day lunch.

It's an impressive price tag. But that
doesn't mean Deaker is surprised, or
even thrilled. You get the feeling that
like every business decision Deaker
makes, her decision to sell for millions was
made practically and objectively, after
welcthing ol of the pros cnd cons.

"Mest don't look at their business
unemotionally. I surprised myself when
I reached that point. I thought being o
womean I'd be much more emotionally
attached, but when [ had to make the
call | found there were other people much
more emotienally attached thon I was.
Selling wets o tramsaction,” Deaker says,

The experts say Deaker is right. Few
business owners pick the right time to sell
thelr businesses. mostly becouse few are
dbzle to separate themselves emoticnally
when the opportunity presents itself.

Fewer still manage to keep business
and their home life separate. setting
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the scene for a messy tug of war when it
comes 1o the business's thirst for cash and
the desire to pocket some of the profits.

Tied up in all of this is on even bigger
issue, With the daily grind exhousting in
itsalf, businesses are often run hand-to-
mouth, Little, if any, thought is given to
when and how to moke on exit

This means that if things go bad, or
circumstances folce a sale, the business
won't be ready. "The reality is that
business owners rarely get a choice.
They are either forced to make a quick
sale becouse, for whatever reason. the
business starts to spiral out of control, or om

“It can take many years to get a business
appropriately positioned for the final exit ... it
is crucial to have a plan in place.”

Karen Crawiord, partner, PricewaterhouseCoopers.

unexpected offer lomds in their lap.” soys
Tom McKaskill, a professor at Swinburne
University of Techneology's Australian
Graduate School of Entreprensurship

In both instances, olfers aren't on
the table for long. Businesses that are
tronvelling towerds insclvency have weeks
rather than months to find a buyer who
still thinks the business is worth ponying for
And offers that pop up unexpectedly are
by nature opportunistic. They are often
withdrerwm as quickly s they appecr

“With ‘silly offers’ [really big, unexpected
ones], the due diligence process has to
be short. The minute the huyer comes
up against problems like missing data,
dota that's in the wrong formet, lickilities
thot are outstemding, risks that can't be
quantified, docurments thot are missing,
they will turn cround and say, 'We don't
know wheat we'te buying here’, and walk
awery,” Mokeaskill sovs

As for knowing whether or not to toke
the offer and run, venture capitalists follow =
this rule of thurmb: alwerys take the money.
Deaker ran the ruler over E Com and wos
objective enocugh to acknowledge that the
price wos worth selling for. 4

Passicn and ego must be put to one side S
50 that o decision can be made based o s
the numbers. "Get scmecne to chjectively &
value the business. Onoe you've got that 3
nurnbaer, if you're locking ot the cffer price &
thinking. This is good’, grab it ... There ara'§
ne gquarcmitees that your business wan'tbe
in troukle three meonths down the track,” 3
MeKeskill sorys. i

It seems Australians struggle to sell
their businesses for o profit. According
to the latest BizExchange Index. a repoit
on the health of the market for privaie
businesses, more small business owners
than ever belore are selling for less than ;
a year's earnings. This is not much better §
them giving the business away

A supply-demand mismeteh is driving -
sale prices lower. There are more baby 8
boomers locking to retire and sell cut thon
there are younger generations looking o
buy, and this gap is expected to widen. 3
Ower the next 10 years more thom 400,000 8
privately owned businesses worth about _
$1.6 trillion in total are expected to beug
for sale, according to an RMIT and Boyd
Pariners survey conducted 2003,

For the most part though, sellers crent &
helping themselves, Small businesses ae |
sometimes so reliant on their owner that
they aren’t worth much when the cwner






