capital exits

How to Make Your Business Irresistible to Buyers

Selling a business is about more than just matching revenue and profit targets, it is
about proving to a buyer that the company will continue to thrive, or even improve,
once you are gone. To achieve a premium valuation, you must view your company
through a buyer's lens.

Here are the five pillars of a high-value, exit-ready business:

1. Document a Clear Strategic Plan

A quality business isn't run on "gut feeling" alone. Buyers, banks, and investors look
for a well-thought-out, written strategic plan.

o The Goal: Provide outside parties with the confidence that you know exactly
where the business is heading and how it will get there.

o Action: If you don't have a formal plan, create one now. It serves as the
roadmap that justifies your company's future earnings potential to a
purchaser.

2. Build a "Leave-Able"™ Management Team

A company is only as valuable as its ability to function without its owner. If all the
business knowledge resides with you, the business is a high-risk investment.

o The Test: Ask yourself: Could you leave for an extended period and feel
comfortable that the business would run efficiently, or even better, in your
absence?

o The Solution: If the answer is no, start deepening your team through training
and hiring. While hiring may impact short-term profitability, it dramatically
increases the future value of the company.

3. Diversify Your Revenue Streams

A heavy reliance on a few "trophy" clients is one of the most common reasons deals
fall through.

o The 15% Rule: If a single customer represents 15% or more of your revenue,
most potential buyers will consider your business too risky. The loss of that
one relationship would significantly impact revenue and cash flow.

o Action: Review your sales per customer. If your revenue is too concentrated,
find a way to generate more revenue from other sources to dilute that risk.

4. Create an "Economic Moat"

Buyers pay a premium for companies that can deter competition from entering the
market.
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o Building the Moat: This can be achieved through intellectual property
(patents or trademarks), economies of scale, significant capital investment, or
exclusive supplier and distribution agreements.

o Action: Identify the unique element of your company that competitors cannot
easily replicate and use it as an economic moat to protect you from fierce
competition.

5. Prioritize Scalability and Systems

A scalable business is one where growth does not require a linear increase in costs
or owner oversight.

« The Power of Documentation: Buyers love companies with measurable and
repeatable processes. It makes it faster, easier, and less expensive to hire
and train employees and better service customers.

« Action: Have your employees document and refine every core system in the
business. A business with functioning systems gives the company the ability
to grow much more quickly.

The Bottom Line: By investing in these areas now, you aren't just preparing for a
sale, you're creating a better, more profitable business that allows you to eventually
take an extended holiday with total peace of mind.
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