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Loose Lips Can Sink Ships When Selling

If you’re thinking of selling out, keeping
certain aspects of the deal secret can make
or break the sale. Consider this scenario:
During negotiations with a buyer, news
leaks out to your employees, vital customers
and competitors. Managers and customers
jump ship and as a result, so does your
buyer.

This scenario isn’t as far-fetched as it may
seem, warns Steven Platt, a merchant banker
at S.K. Platt & Co. in Highland Park, IlI,
who specializes in financing, buying and
selling privately held growth companies.
“The implications of leaked information
during the sale of a division or company
can be devastating, both internally and
externally,” he says.

Platt recommends taking some precautions
to safeguard the sale. For starters, he
suggests owners insist that all potential
buyers sign a nondisclosure agreement
before allowing investigations into the
company to begin. “Theses documents are
not complicated, but they need to be highly
restrictive,” advises Platt.

Clauses should include guarantees that
potential buyers (a) will not attempt to hire
any of your employees out from under you;
(b) will not disclose in any way that sales
negotiations have occurred; and (c) will
have only limited access to proprietary
information, such as technological secrets,
during the investigation.

Secondly, Platt urges owners to take control
over the amount of financial information
they release, especially during the early
stages of negotiations. “It can be very
damaging for private companies to release
financial information or financial statements
— especially if negotiations fail to result in
a sale,” says Platt.

He strongly urges owners to release only
financial summaries (rather than audited
statements) in the beginning stages of
putting together a deal. Lastly, work out a
deal that is mutually beneficial in terms of
the buyer’s access to your customers that
protects the interest of both parties. For

example, Platt suggests two possible
approaches: “Agree that before closing
the deal, the buyer will talk to your two
biggest customers — but not before the
morning of the closing.”

If this approach is simply unacceptable
and too rigid for the buyer, yet you are
satisfied with the terms thus far, here
is an alternative to consider. Agree to
tell your customers you’ve hired an
independent consultant who’s going to
call on them with some basic questions
and make certain that when the calls are
made, the buyer identifies himself or
herself exactly that way.

This allows you to maintain your
confidentiality and if the deal fall
through anyway, it could provide you
with some valuable feedback from your
customers about what you’re doing right
as a business owner and reveal areas
of improvement you might not have
thought about before. This information
could also come in handy for future sales
presentations to other potential buyers.

There are many other common blunders
entrepreneurs make when selling a
business, according to Allbusiness.
com, a small business advice web site.
In addition to letting information leak,
another common mistake is setting the
price too soon. The site recommends
careful assessment of the value of your
business with an accountant or financial
advisor, and your attorney to avoid the
pitfall of selling yourself short. The rule
of thumb to remember is, you can always
come down, but generally cannot go
back up once you have set a price.

Many entrepreneurs try to go it alone
in the selling process, but the site warns
that doing so can be a costly error. It
advises seeking out sound business and
legal advice from professionals who are
experienced with selling businesses.
Selling a business, after all, can be a
complicated process and not one to take
on without expert assistance.
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Know?

Of the $750 billion in U.S.
currency notes circulating
around the world, the U.S.
Secret Service estimates that
one of every 10,000 bills is
fake. Of all the denomina-
tions, the $20 bill is the most
often counterfeited.

The average American house
built in 2005 was 2,349
square feet in size, a 12%
increase from ten years ago.
The median price of existing
homes in America has also in-
creased to $218,000 — a 14.1

percent jump from last year.

In every year since 2000,
stocks rated “sell” by Wall
Street have outperformed

stocks rated “buy” or “hold.”

Over the past four years, stocks
that the Street has been telling
you to sell have risen 19
percent per year on average.
Meanwhile, the “buys” and
“holds” have risen just 7
percent.

In 2005, 332.7 million songs
were downloaded legally

— versus 134.2 million songs
in 2004.

On the flip side, US album
sales dropped 7% in 2005
(from $651 million to $602
million in 2005).

There are hundreds of
SUNBELT Business Advisors
Offices around the World.



Why Sunbelt?

We are able to provide intermediary
services between a Buyer and
Seller of businesses in all price
ranges and industries. Our broker
professionals can give you the
crucial confidentiality you need
throughout the buying process
and national network exposure
you need to bring the right buyer
to you.

The Sunbelt name has the
reputation to support the sale of
your business from initial listing
all the way through closure. Our
awards support our achievements.
Our advertising supports our
growth, and our client satisfaction
keeps us at the forefront of the
business brokerage industry.

For the most important
FAQ’s about selling your
business call your local
Sunbelt Business Advisor
or log on to:

http://www.sunbeltnetwork.com/sellers/faq.jsp °

Find Your Niche . .. Sell the Rest

Your business has done well and grown
by leaps and bounds. The expansion
created new jobs and your enterprise
sailed into new markets. Certain facets
of the business are prospering, while
another segment flounders from month-
to-month and the motivation for you to
take it to the next level just isn’t there.
The enthusiasm for that part of your
business has waned and the lack of
profits proves it.

If the segment of your business that isn’t
profiting has got you considering selling
out, here’s another option to consider,
a partial sale. This will enable you to
focus your efforts on the work you enjoy
and provide a financial boost you can
use to invest in it.

Making a partial sale can be tricky,
because you will need to break out
the financial information and prepare
a two-year profit and loss statement

for the separate business segment you
are selling. To ensure you can provide
an accurate financial snapshot of that
business, you might want to hire an
independent accountant to perform the
work or at least review yours.

When looking at potential buyers, don’t
overlook vendors or others you already
work with on a cooperative basis. If
some of your associates work with
larger corporations that deal in similar
markets, pitch the segment to them.
Your business may be worth more to
a larger corporation than an individual
buyer as it will likely have the resources
and network to turn profits quickly by
folding it into one of their business
units. In addition, a larger corporation
trying to grow quickly in a strategic area
may be willing to pay a fat premium to
expedite acquiring market share.

Learn The Difference: Talk With A SUNBELT Advisor.

SUNBELT - Who We Are

SUNBELT Business Advisors LLC is the largest office network of business brokers in the world. Whether
you are looking to buy or sell a business, we have the resources to help you reach your goals. With hundreds
of offices worldwide, and the most skilled brokers in the industry, SUNBELT Network has behind it the

marketing savvy and worldwide exposure that you can only get when you list your business for sale with

us. And if you are looking to buy a business or buy a franchise, no other business brokerage company can

offer the selection and quality of businesses that SUNBELT brokers can provide.

So when you decide to buy or sell a business, don’t look any further than our highly-trained network of

SUNBELT professionals.

www.sunbeltnetwork.com

The Largest Business Brokerage Network in the World.

Rated #1 in Category by Entrepreneur Magazine in 2004.

Over 1200 professionals in hundreds of offices worldwide.



