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Time to sow or time to reap?

Dear Reader,

Whether you are sowing the
seeds to further develop your
company and take it to the
next level or are considering
reaping the benefits of the
time, effort and money in-
vested in your business over
the years, you are facing chal-
lenges and hard work.

Regardless of your situation, I
think you will find a number
of articles in these pages that
will have particular relevance
for you. We have, for exam-
ple, an inspiring piece on
“Grooming a Business for
Sale”- which is something
many of us ‘think of doing’
but always seem to put ‘on the
long finger’.

It has been a challenging 12
months for small / medium
sized businesses in Ireland —
with some softening of the

New agreement with BizSales

Focus Business Advisers (FBA) has entered
into an agreement with BizSales to provide

economy and an increasingly
competitive environment.

During this initial year in busi-
ness as a combined practice,
we have experienced a num-
ber of interesting projects and
challenging situations, which
we have enjoyed solving -
ultimately helping our clients
to “reach that new level”, to
which they aspire.

Focus has begun to circulate
to an increasing population of
clients, prospects and profes-
sional providers and we have
received some very encourag-
ing feedback on the content.

On the news side in this issue,
we are very pleased to an-
nounce our agreement with
BizSales, mentioned below. It
has become apparent to us
that the sale of companies is a
hot topic with many business
owners, so we intend to carry

a number of relevant articles
on this topic in future edi-
tions.

We would welcome any com-
ments or questions on these
articles. Do feel free to pick
up the phone and let us know
if there are any questions you
have relating to them, or for
that matter any other business
issue that you wish to have
some quick guidance on.

Yours sincerely,

FBA is now an official agent of BizSales and
can act as a broker for the sale and/or put-

support services to BizSales agents and their
clients.

BizSales is one of Ireland’s primaty brokers for
the sale and purchase of businesses throughout
the island of Ireland. As an independent bro-
ker, BizSales maintains an extensive database
of businesses for sales and of prospective buy-
ers.

A BizSales agent will take a business owner
right through the sale process, providing prac-
tical advice and guidance at each stage.

chase of a business. FBA can however provide
particular assistance in helping to optimize a
business prior to sale. Grooming your business
for sale is a specific offering from FBA. We
expect this offering will be of great interest and
help to BizSales agents and clients alike.

See our article on—'Grooming a business for
sale’ on page 3
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Simply in his view it
was all about reducing
his costs and he

wanted us to help
him get on and do it

Profit & Loss Account

preceding year

€000 % sales
Sales 1,829 100
Material 828 45
Labour 378 21
Gross Profit 623 34
Overheads 380 21
Depreciation 25 1
Net Profit 218 12
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Common mistakes that kill businesses....

Disregarding employee
concerns - to ignore employ-
ees’ concerns about rates of
pay, sexual harassment, work-
ing conditions or safety mat-
tets is an invitation to disaster.

Failing to delegate - if you
spend too much time working
IN your firm there’s not going
to be enough time to work

ON the firm and make it
grow.

Offering something your
prospects don't want - talk
to your existing clients and
make sure you’re offering
services that the market
wants.

Letting costs get out of
control - it’s true that you
‘have to spend money to
make money’ but you also
have to maintain a level of
profitability to stay in busi-
ness.

Not providing for emergen-
cies - insurance can provide
the money needed to keep
going but only if you’ve cov-
ered the exact circumstances
that have closed your doors

Case study— Motor repair business

Background and Problem

The business is located in a
rural area with not another
“garage for miles around” and
whereas the Celtic Tiger was
good for car sales the profit
was largely going to the motor
distributor - a sore point.

The car servicing and repair
business had increased how-
ever the Managing Director
Owner felt that overall profit-
ability in this area did not
reflect the risk nor what he
should be making out of the
business given the volume of
work now involved. Whereas
margins had been maintained,
overheads had increased to
handle the extra business and
he felt he was working for his
employees - the overhead that
walks in the door every morn-
ing.

Simply in his view it was all
about reducing his costs and
he wanted us to help him get
on and do it

Actions Taken

Before accepting the brief we
made it clear that what he
wanted of us was to work
with him in improving and

sustaining the profitability of
the business This would in-
volve a business Health Check
and in-depth analysis and
review of his business fol-
lowed by preparation of busi-
ness plans etc. Whereas re-
ducing costs and improving
efficiency may well be part of
the process it is likely not to
be the only matter requiring
attention.

To simply demonstrate this
with a view to altering his “all
about reducing costs” mind -
set we prepared a one page
analysis from his preceding
year’s service accounts—
shown on left

Improvements

Consider the impact of the
following profit/expense
movements

Reduce Overheads by 5% will
only increase profits by €19K

Increase Sales by 5% will only
increase profits by €31K

Increase Prices by 5% will
increase profits by €91K

Increase Prices by 10% - you
can maintain profit even if
sales fall by 23%

Decrease prices by 10% to
maintain profit you need to
increase volume by 43% and

assume no increase in over-
heads

All labour and overheads are
not variable etc. however the
message is clear, maintaining a
clear focus on pricing policy,
looking to maintaining and
improving margins (Unit
Revenue/Cost of Sales) is
just, if not more important,
than volume and overhead
cost concerns in improving

profitability.
Actions and Result

A full analysis of the business
was undertaken and yes
charge -out rates were in-
creased and some business
was lost, but of little conse-
quence. Overheads were re-
duced and the method of
recording labour hours and
material used changed, to
ensure that nothing slipped
through and full mark- ups on
materials were charged. The
new emphasis internally is on
maximising control over pric-
ing (no discounts) and exert-
ing local matket pricing
strength when appropriate.
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Grooming a business for sale

Showing the business in
the best light is a crucial
factor in achieving the best
possible price. Preparing the
business for sale can enhance
the price, though you will
have to start some time, pref-
erably years, in advance. This
is not something that you can
do in the last few weeks be-
fore you put your business on
the market. The following
points need to be considered:

Polish Financial records

Aim to have increasing profits
to show potential buyers -
even if you have to pay a
short-term cost in corporation
tax.

Make sure your company
accounts are up to date, even
if they are in draft form.

Make sure your management
accounts are up to the minute.
Do not recruit additional staff
or limit your spend on adver-
tising.

Try to show a stable financial
pattern through the year. De-
lay or bring forward major
purchases to help achieve this.
Be realistic when using de-
preciation figures or the tim-
ing of income in your ac-
counts

Provisions for bad debt and
old stock should also be real-
istic.

Sell under-used equipment
and property.

Aim to improve the working
capital position by reducing
excess stock levels and mak-
ing better use of creditors.
Reduce as far as practicable
all discretionary expenditure.
Common areas of discretion-
ary expenditure include travel,
entertainment, running expen-
sive cars, or using the latest
'must-have' computer soft-
ware.

Can spending be reduced
without cutting back on vital
areas? Potential buyers will
look for consistent expendi-
ture trends.

Ensure that customers pay
on time, so you can demon-
strate a good, credit-worthy
client base.

If you sell goods at less than
the true value or take goods
from the business for pet-
sonal use this must be ac-
counted for in your financial
records.

Improve the trading profile-
look to improve the sales
process systems; determined
effort to maximise sales and
margin opportunities.

Management information
systems working smoothly

Buyers will want information
quickly.

You need to show that the
business is under control.
Ensure the information is
accurate. A buyer’s confi-
dence will be undermined by
errors.

Assets are in good condi-
tion

Stock should be stored neatly
and ordetly.

Machinery must be kept in
good condition, ideally with
on-going maintenance con-
tracts.

Premises and equipment
should look well maintained.
Look at the arrangements for
tenure and rent reviews and
consider whether action needs
to be taken to make the prem-
ises more attractive. You
should also check the terms
of your lease to ensure that
you can assign it. Sometimes
the only option is to sub-let,
which can be risky as you may
be left with the liability if the
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by Martin Crilly

person taking on the lease
fails to pay.

Farm tenancies and some
other businesses can contain
rights of succession. Land and
property owned by individuals
but used in the business may
create problems when there is
a change of ownership.

“You need to
show that the

business Is under
control”

Make the business less
risky

Turn informal deals with
suppliers and customers into
formal contracts.

Establish sensible incentive
schemes to encourage key

employees to remain with the

business You must keep your
employees fully informed as
the sale may unsettle them. It
may be necessary to secure
their loyalty to the business by
using incentives.

Reduce dependence on a few

latge customers or try to ne-

gotiate long term contracts.

Buyers will be keen to ensure
the continuity of supply.
Reduce reliance on and put in
place alternative suppliers if
possible.

If the business operates un-

der licence, it's important for

you to ensure the licence is
transferable to potential buy-
ers.

Try to expand your range of

customers. A business that

relies on a single big customer
is difficult to sell.

Consult your accountant

about maximising capital
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gains tax relief.

Collect evidence that you
comply with health and safety
legislation.

Clear up any Legal Issues

Make sure there is proof of
clear ownership, especially if a
partnership

If a Limited company, ensure
that all your company returns
are current and correct
Ensure there is no questions
in regard to ownership of tan-
gible assets such as equipment
and property, as well intangible
assets like the business name;
intellectual property and good-
will; and the stock.

Clear up and settle where pos-
sible any long running or com-
plicated legal disputes

Have available clear files of
information on any out-
standing disputes

“Ensure the infor-
mation Is accurate.
a buyer’s confi-

dence will be un-
dermined by
errors!”

Continued overleaf

I—)
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Grooming a business ....continued

Consider Tax Issues

A host of taxation issues arise
from the sale of a sole trader
or partnership enterprise.
Many issues overlap and dif-
ferent forms of tax relief are
available:

Capital Gains tax may be
due on the disposal of the
assets.

Income tax status will change
when the business is sold.

Stamp duty may be payable
by the purchaser, adding to
the net price they pay.

VAT may be payable on patt
of the transaction.

Depending upon the reasons
for sale, inheritance tax can be
an issue.

The timing of tax payments
can be critical and it's impor-
tant to get professional advice
to ensure you stay within the
law, get the best possible tax
position for your business and
present an accurate picture to
prospective buyers. Above all,
simplicity is of prime impot-
tance. A complex tax position
makes evaluation time con-
suming for buyers. Unneces-

Thinking of selling? — start here

Having spent years, and great
commitment growing your
business, you now owe it to
yourself to achieve the best
possible price on sale.

A good grooming programme
will make your business ap-
pear most attractive to poten-
tial purchasers and may ulti-
mately make the difference
between achieving a satisfac-

tory price or maybe no sale at
all; it’s up to you.

If you have been thinking
about selling your business
but are unsure- remember at
very least, our clients have
found, that a good grooming
programme improves the day
to day operations of the busi-
ness and makes it “ready for
sale” if and when someone

comes through the door and
wants to buy it.

The sooner you start the bet-
ter!

Paul Clarkin

If you would like an explora-
tory chat, contact Paul Clarkin
at FBA.

pclarkin@focusbusinessadvise
rs.com

" people? Your problems ate not as intractable as you fear, and
at FBA we probably have a solution.

Why not contact us & get re-acquainted with sweet dreams

.
e ™ www.focusbusinessadvisers.com

Focus Business Advisers Ltd.

sary complications, especially
at a late stage, may jeopardise
the sale.

There are many ways to make
a business shine, so it is al-
ways worth discussing with
your business broker or your
business advisor as eatly as
possible.

Martin Crilly
BizSales

34

Are you sleeping alright?

or are your nights disturbed by concerns about cash, sales or
J g J b

FBA

FOCUS BUSINESS ADVISERS LTD

E: enquiries@focusbusinessadvisers.com
T: (01) 213 0888—N. Ireland 028 7964 4060
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Is your sales force reaaly for the new economy?

Less than three years ago,
the US was hit by one of the
worst hiring economies of our
lifetime. Most sales forces
either stopped hiring entirely
or slashed their personnel in
an effort to survive a looming
recession. Many sales manag-
ers learned what personnel
psychologists have known for
a long time, difficult eco-
nomic times require a differ-
ent breed of sales person. We
call them “Race Horses”

“Race Horses”
obsess on
reaching their
goals

Thousand of companies
around the US and in Europe
rely on CraftSystems
3-Dimension Selection Sys-
tem and Craft Personality
Questionnaire (CPQ) to iden-
tify sales reps that can thrive
in good times and bad times.
In fact, since 1996, one of the
world’s largest financial set-
vices companies has utilized
CPQ to identify highly driven,
goal oriented sales reps. Dur-
ing one of the best, and one
of the worst economic peri-
ods in recent history, this
company found increased

production and retention
amonyg its sales reps hired
using the Craft Personality
Questionnaire (CPQ).

“Race Horses”
earn higher sales
commissions

Using the CPQ), the financial
services company found that a
massive return on investment
was made available during
2003 as a result of hiring sales
reps based on CPQ’s highly
validated Sales Representative
Profile. In fact, the company
found that sales reps scoring
high on the CPQ) generated
300% more paid sales than
sales reps scoring low on the
CPQ.

Over 1 million applicants
have taken the CPQ to date.
Hundreds of companies such
as MetLife, Hilton, ADP,
Wells Fargo, Coca Cola and
Time Warner have chosen
CPQ to help them hire “Race
Horses” ot high drive/high
empathy employees for both
inside and outside sales.

What is the CPQ?

The CPQ is a unique 15-20
minute online questionnaire
designed to measure a candi-
date’s drive, empathy, confi-
dence and motivation. It also
measures the Primary Style of
each candidate.

The CPQ takes less than 20
minutes to administer and
generates your choice of six
interpretive reports to help
you select, motivate, and de-

velop your personnel.

The CPQ measures eight pri-
mary (independent) personal-
ity traits and numerous secon-
dary traits that are described
in our Manager’s Coaching
Reports and CPQ) Compati-
bility Charts. These traits have
been repeatedly validated as
primary predictors of em-
ployee “drive and motiva-
tion,” Using the CPQ in con-

“Race Horses"” earn up
to 300% more than

“Plough Horses”

The CPQ questionnaire helps
employers meet guidelines
and helps avoid costly hiring
mistakes.

Hire a new breed
of salesperson

To thrive in today’s challeng-
ing economy, you should look
to hire a new breed of sales-
person. Whether you will hire
one or ten sales reps, call cen-
tre staff, customer service
personnel or a sales manager
in the coming year, the CPQ
will take away the guess work
of finding the most successful
candidates.

Dr. Larry L. Craft

Craft Systems

junction with your Coaching
will;

Increase the effectiveness of
your team

Help you build your team

Make team management
more effective

Help you increase, reduce or
reorganise your team

Special offer

Between now and the end
of November 07, FBA Is
offering you the business

owner one full CPQ at half

price

This includes full reports
and feedback

Just email:
enquiries@

focusbusinessaavisers.com

Frank Dold is FBA’s specialist
on the detail and use of CPQ
in recruitment, selection and
staff development.

“The use of CPQ for
companies in the SME
sector in Ireland
makes absolute sense,
since just one hiring
mistake can be
catastrophic”

says Frank
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“A good sales
pitch is no
guarantee a
prospect will ever
call you back”

Focus

Follow your leads

Aside from impulse buys or necessary pur-
chases, sales typically take place over a period of
time as the customer works through the options
and alternatives to arrive at a final purchase
decision. That’s why following up with custom-
ers who have discussed your product with you
is an important part of finally closing a sale.

It’s amazing how many businesses either neglect
to do this or do not have an established plan for
following up with their leads.

If you want to really appreciate the importance
of this point put yourself in the shoes of a con-
sumet, let’s say a woman who is thinking of
adding a deck to her house. She contacts 5
firms for an onsite inspection and quote. Statis-
tics suggest she’d be lucky if even 2 of those
followed up with a visit and later sent her a
quote. What if one of those two actually fol-
lowed through with a phone call to ask if the
information was what she wanted and could
they be of any further assistance. Which is likely
to get the job?

Why don’t salespeople follow up?

There are a number of reasons commonly of-
fered by salespeople for not following up with
leads. Top of the list are:

. Not wanting to appear too pushy

. Didn’t get the impression the prospect

was really interested in their offer

. Didn’t think the prospect was ready to
buy yet

. They just simply forget!

None of these ‘reasons’ really hold water. They
are based on second guessing the situation and
losing the initiative by leaving it up to the pros-
pect to call back when they are ready. This ap-
proach doesn’t exactly increase the chances of
making a sale. After spending time on the initial
appointment, maybe delivering a presentation
and supplying a quote, why let the deal die from
neglect by not following up?

Reprinted courtesy of Ran One
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See it from the prospect’s point of view

A reminder call to a prospect will rarely be consid-
ered as ‘too pushy’ by them. They will more likely
welcome the opportunity to discuss things further
or even to be given that little prompt to decide the
deal. It’s true that following up too frequently will
come across as being pushy so you need to con-
sider what might be an appropriate interval be-
tween follow ups. You can make follow-ups more
palatable by keeping them short and to the point.
If it’s possible to provide some additional value
during your follow-up call so much the better.
This may give your prospect a reason to choose

you instead of a competitor.

A good sales pitch is no guarantee that a prospect
will automatically call you back either. People get
busy, they have other projects on the boil or they
forget. The longer the time you leave them with-
out a follow-up call the more likely they are to get
somebody else for the job or it may even slip off
their list of things to do.

Build follow-up into your sales process

Getting the most from follow-up contact depends
on building it into your normal plan of sales activ-
ity. You can script it so it works smoothly and
without causing you any qualms by tackling it this

way:

. Always ask permission to follow up. That’s
good manners and it provides the opportu-
nity to check diaries and arrange a time
convenient for the prospect when they are
likely to be more receptive. Besides, you
may need to allow time for them to try out
the product or gather further information
for them.

i Put the time and date details into your
planner. Now you won’t forget it or have
to place several annoying calls trying to
settle a mutually convenient time. It’s also a
commitment to making the follow-up so
that the opportunity isn’t lost because you
find yourself too busy on other things.

There aren’t too many things you should be busier
with than selling, so follow-up is a process sales-
people really can’t afford to leave out of their sales

process.
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4Ds that could destroy your business

Heart attack, car accident, ill-
ness, a resignation, family dis-
pute. Most of these unantici-
pated, but by no means unusual
or uncommon events, fall under
‘The 4Ds’ Death, Divorce,
Disability or Departure. The oc-
currence of any one of them can
instantly throw a business into
disarray.

Unpleasant though they are to con-
sider, when one of them befalls the
owner of a business that doesn’t have a
plan in place for dealing with the fall-
out, then the result can be more than
unpleasant — it can be catastrophic.
Disorganisation, loss of business op-
portunities, loss of customer or market
share and a decrease in employee mo-
rale and productivity are the least of
the repercussions. Family or partner
discord, heirs left unprovided for and
the demise of the business are real

possibilities as well.

When Kenneth Wilson, the owner of
Wilson Products Inc. died unexpect-
edly, his three daughters found them-
selves in charge of his US$12 million
aircraft parts business. While all three
had grown up around the company
they had never been trained to take on
the management of the business and
no other arrangements to cover a hia-
tus in personal management by their
father had been arranged either. The
business was completely vulnerable
and, with the aerospace industry also
going through rapid change, the busi-
ness floundered. By 2005 it had to file
for bankruptcy. With US$20 million in
orders on the books for work through
to 2010, the Wilson’s couldn't find a
buyer, and the company's assets were

auctioned.

Where management knowledge about
how the business works is restricted to
one person, the death of that person
leaves the business rudderless. Conti-

nuity of management can be maintained
only if there has been a long term plan
for training up family into their eventual
managerial responsibilities or using a
board of advisors that has had a long
term association with the business and
can steer it until more permanent ar-

rangements are made.

Death can leave heirs financially unpro-
tected. Will business partners pay the
ownet’s heirs the value of their interest
in the business? Maybe. But not in the
case of Terri Gettman. When her father
died without any written plan outlining
what was to happen to his minority
stake in a paper making machinery
manufacturing business, it was an op-
portunity for the other partners to cut
the family out of the business without

due recompense.

Death entails payment of estate taxes on
the value of a business. If they haven’t
been planned for it can involve hurriedly
trying to raise finance to cover them.
But in many instances banks aren’t pre-
pared to come to the party when the
business has just lost its major asset —
the owner. The business may have to be

sold simply to pay its tax liability.

Rarely do you see divorce listed as a
cause of business bankruptcy, but with
so many marriages ending in divorce, in
circumstances that frequently turn ugly,
subsequent litigation has destroyed many
privately held businesses. In the absence
of any type of divorce planning, such as
a buy-sell agreement, all assets may be
legally required to be divided 50-50. To
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come up with the cash to pay their di-
vorce settlement owners have had to sell
their business. That may not be the
worst part of the story. In a court en-
forced sale the owner may have to ac-
cept a discount price. In one case, with
offers from two potential buyers to
choose between, the owner was forced
to accept the lower bid because it was
for cash on the spot. The judge agreed
with his ex-wife and her lawyer, who
argued that it wasn't fair for her to have
to accept whatever financial risk might
be attached to the higher bid because,
unfortunately, it had provisions for an

extended payout.

Disability and departure are equally
problematic for the survival of a busi-
ness that hasn’t developed a contingency
plan to handle them. Partners can decide
to leave for a number of reasons. They
may decide to leave for another oppor-
tunity or simply to take life easier. But
the same issues remain. Who is going to
do the work? What is owed the leaving
partner? Where is the money coming
from? Both disability and departure can
bring huge financial and emotional pres-

sures in their train.

“The last thing you want to
happen is to be forced to sell
your business in a hurry
because of unforeseen

circumstances or to leave the
business in a dire position
when you die.
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4 Ds continued

Planning for the 4Ds

The last thing you want to happen is to
be forced to sell your business in a hurry
because of unforeseen circumstances or
to leave the business in a dire position
when you die. Failing to consider un-
pleasant circumstances or to plan for
dealing with their consequences is a sure
way to put the future of the business
and the welfare of the family stake-
holders at risk. An estate plan, a buy-sell
agreement, a succession plan can each
feed into an overall transition plan that

protects the business and its dependents

in the eventuality of one of the 4Ds

occurring to the owner.

The key to avoiding difficult situations
arising from the 4Ds is to start succes-
sion planning as eatly as possible, revis-
iting the plans on a regular basis and
dealing with ownership and manage-

ment issues separately.

Reprinted courtesy of Ran One

Succession planning and exit planning
are key to an orderly transfer of owner-
ship or management of your business,
should it become necessary or appropri-
ate to exit the business.

Why not explore the issues and options
appropriate to your own circumstances?

Contact FBA for a confidential chat

Focus Business Advisers Ltd. (FBA) is a nationwide, full service consulting and business advice company specialising
in assisting small to medium sized businesses. Our aim is to bring the best possible practical business advice and assistance to the
SME sector in Ireland in a manner and at a cost that makes sense.

At the core of our setvice is the experience of our people — practical, real world experience gained in senior management posi-

tions over many years in a range of industries. Our advisers or partners have worked in senior positions in both small and large

organisations and in many cases their own businesses.

That breadth and depth of experience is now harnessed in one entity and can be deployed to make a real difference to you , your

business ot your clients.

Contact details

Focus Business Advisers Ltd.

Arena House,
Arena Road,
Sandyford,
Dublin 18

T: (01) 213 0888

FEA

FOCUS BUSINESS ADVISERS LTD

An Important Message

Focus Business Advisers Ltd.

57 Station Road,

Maghera,

Northern Ireland

BT46 SEY

T: (028) 7964 4060

W: www.focusbusinessadvisers.com

E: enquiries@focusbusinessadvisers.com

While every effort has been made to provide valuable, useful information in this publication, this firm and any related suppliers or associ-

ated companies accept no responsibility or any form of liability from reliance upon or use of its contents. Any suggestions should be con-

sidered carefully within your own particular circumstances, as they are intended as general information only.




