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Do You Know What Your Business is worth?
Why would you want to know? 
You will want to know when you are ready to:

· Sell your business

· Attract an outside investor

· Develop a succession plan

· Determine what the stock in your business is worth

· Sell a product line
· Obtain a reality check on what you have built through your business

A few years ago, an alt.Consulting client was selling off one of his product lines. He knew how much money he wanted from the sale. Then he asked alt.Consulting to do a valuation of the product line. Based on the profitability of the product line, the valuation was $50,000 above the original asking price. The client went back to the potential buyer with the formal valuation analysis and assumptions. They both agreed on the assumptions and on a selling price that was $50,000 higher.

More recently, a client was ready to retire and asked alt.Consulting to value his business in order to give a potential buyer a fair asking price. The business had been declining over the past years and the valuation did not meet the expectations of the business owner. He decided to work the business a few more years to expand the customer base, focus on profits and strengthen the overall value of his business before trying to sell it again.
Valuing your business goes beyond just an appraisal of your building and equipment. What drives the value in your business?  Profits, profits, profits, cash flow, cash flow, cash flow! The potential buyer or investor wants to figure out how quickly (s)he can “earn back” his/her investment in your business and the kind of return (s)he may expect.

Business valuations are not a science but rather an art. There are at least 15 different valuation methods depending on the type of business being evaluated. Applying multiple valuation methods creates a realistic range of values that a business owner can use during negotiations with a potential investor or buyer. Be careful of using one “simple” formula, because you may be “selling yourself short” or you may be building unrealistic expectations.
The value of a fast growing business is often dependent on reasonable financial projections based on past performance. The value of a stable business is dependent on the last year or two of financial data. Be sure to have dependable financial reports for your business.
How do you create strong value in your business? Start early. Don’t wait until a month or two before you want to sell it or attract an investor. Take these important steps today:

· Ensure your business is profitable
· Ensure strong cash flow. Leave cash in your business and do not draw all of it out

· Build a strong base of repeat customers

· Ensure that your business offers something unique

· Build a strong reputation in your market and your community

Please contact alt.Consulting if you would like to develop specific strategies for building value in your business. You can contact the National Association of Certified Valuation Analysts at (800) 677-2009 to find a certified analyst in your area. You are also welcome to contact alt.Consulting to give you a realistic range of the value of your business, a specific product line or the value of your current customer base. 

It is worth knowing what your business is worth!
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