Whether you are a corporation looking to sell off a non-core business
holding, or an owner looking to sell the company you’ve built, you want the
same thing:
First, to intelligently consider, compare and evaluate all your options.
Then, if it is a sale you desire:
To sell at an optimal value.
To ensure your employees are fairly treated.
To achieve the sale without endangering the business, its competitive position, or
its intellectual property.
To canvas all the possibilities with utmost discretion.
To do it all in a time- and resource-efficient way.
To get back to your core business. . .
. . . or to your new life.

Then there are the many tactical questions and considerations.
The following are only some of the questions and concerns we have gleaned
from our clients and personal experiences over the years, as advisors,
principals and private company executives:
What is my company worth?
If need be, how do I increase the value of my company?
When is the right time to market and sell the company?
How do I do it, exactly?
What is the optimal process for me?
Where do I start?
What are the key steps?
How do I protect myself and my company?
How disruptive will this process be?
Can I do it with my team, or do I need an advisor?
What are the costs of this process and the terms of engagement?
What are the timelines of this process?
Which of my employees do I bring into the loop?
Are the market conditions right for a deal?
What are the current deal terms?
How should I structure the transaction, cash vs. shares for example?
What can I be doing now to get prepared?
Where do I go from here?

Over the next ten instalments, we will attempt to provide insights on many
of these and other important questions.
We can’t cover all the bases here, but hope we can illuminate the topic of
selling your private, mid-sized company and planning for the exit, and
providing insights on areas for further examination.
Watch for upcoming instalments, and happy reading!
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One of the more awkward things a business owner looking to sell must do
is tell his or her team.
But how you do this is critical and can make or break the deal — and the
company.
When and how do you inform your senior management team, and the rest of
the employees?
Does everyone get the same message?
Or are there inner circles that hear more, sooner?
The first important distinction is whether you are selling as part of your
estate planning — the normal process of aging and retiring — or whether
you are selling your business for financial gain.
In the first scenario, the sale is less of a shock.
Most likely there has already been formal or informal discussions or
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speculation among the team about what the owner’s personal next steps
are.
But with the latter case, it can be a shock, and potentially a major upset for
your team.
They can feel betrayed or cut off at the knees; or it can be a great thing,
and a very lucrative one for everyone involved.
For simplicity, here we will assume no one on the team is a voting
shareholder.
If that were the case that team member would have to be brought into the
loop as specified in the shareholder agreement.
More generally, if you mismanage the sale process, you could cause key
employees to leave right at the time you need them most, lowering the
value of your company, as well as the chances of a deal.
The momentum of a sale of a small to mid-sized business can be arrested by
having to replace a key employee at any point in its life cycle.
And once it is out that a key employee has bolted, the rumor mill (often run
by your competitors) will hit full stride.
Be assured they will be calling your customers and coveted employees to
give them the apocalyptic news, and encouraging them to come aboard their
company to save themselves a lot of risk.
This can create a vicious circle of employees jumping ship, lost customers
and impaired financial performance of the company, all impacting its value
and salability.
So, attention to detail is critical:
Step 1 Understand there is no scientifically optimal answer as to how to
inform your team, you are taking a risk no matter how you proceed.
All you can do is manage your risk given the unique facts of your situation.
Getting good, experience-based advisory assistance at this juncture is
critical.
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Step 2 Don’t change your ways.
You likely have established certain norms of discussion and sharing with
your employees, at various levels of seniority.
You may have a reputation as a sharer and collaborator, an open book, or
you may have separated corporate matters from operational ones, and
never the twain shall meet.
Either way, all things being equal, there is an element of fairness if you
maintain your current practice and personality moving into a sale process.
Step 3 Get the must-knows in the know quickly.
The first cadre of employees that will need to be informed are those that any
prospective buyer will likely need to speak with before any purchase can
take place.
Those can include key sales personnel, the plant manager, the CFO, and the
head of research and development or product development.
Check with your advisor as to what is reasonable to make available to the
prospective buyer, and when, in terms of allowing them access to your key
employees to do proper due diligence.
You will also need to figure out what your key employees’ economic and
personal incentives are.
Don’t just rely on people being honorable and rational, help them through
the process proactively, and consider structuring the sale transaction
accordingly.
For example, a senior employee who only recently became a shareholder
may have added incentive to become a part of the buyer’s company to
maximize his or her investment.
You might want to bring that employee closer into the discussions with the
buyer to help make that happen, and in so doing increase the
value of your company.
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The next group of people to bring into the loop are those who will need to
react to the rumor mill, such as customer service or public relations.
They need to have a good script to avoid exacerbating any problems in
the marketplace.
This must be done with sensitivity to saying too much too early.
Step 4 Recognize the reality of the sale process.
Bottom line, a sale can often get drawn out and become a poorly kept
secret.
You may need to change tack quickly, no matter how well-laid out your plan
is.
...
With all this, you will be better prepared to handle whatever comes in the
course of the sale process.
.

.
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If you want to discuss selling your
company further with us, contact:
Brad Cherniak,
Partner
Phone 416 322 0993
Email brad@sapientcap.com
www.sapientcap.com

This article is excerpted from and was originally published in the

.
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