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Exit Strategy

by: Jerome Osteryoung
ThedJim Moran Ingtitute

Two of the happiest timesfor
entrepreneursare when they buy
the businessand when they sdll it!
When they buy businesses, they
have so much excitement interms
of how they aregoing to operate
and improvethem. Whenthey sl
the business, however, most
entrepreneursare even happier!
Thisexitisinevitable, likelifeand
death, but with abusiness, you do
need to haveaspecifictimeinmind
for thisto occur.

Whilemany entrepreneurswant
toeventualy exit their businesses,
many havenot thought throughthe
necessary harvest plan. Withan exit
or harvest plan, you needto be
thinking about when youwant to gl
thebusiness, towhomyou aregoing
tosdl itand what you needto doto
get the highest pricefor your bus-
ness. | believetheday you buy the
businessistheday you need to start
planning anexit drategy.

Therearefour critical thingsyou
need to consider when going
through exit planning. Thefirst step
inplanning aharvest strategy isto
estimate when you plan on getting
out (of course, thiscan change).
Saying that youwant toget outin
fiveyears, putsacap on how long

youwill bethere. Deciding how
long youwant toremaininyou
businesshel psinyour thinking of
how long you haveto bethere.
Many entrepreneursfeel somuch
relief after they havemadethis
decison.

Second, the business must, and
| do mean must, be ableto operate
without you at thehelm. If the
businessistheleast bit dependent
onyou, itsvalueismuchless
(roughly, at least 30-50% | ess) than
if thebusinessisnot solely depen-
dent onyou.

With an exit strategy you must
find someoneand nurturethis
person so they can beready to
takeover for you. Think of this
approach asayour succession
plan. Thereshould benothing that
you do that this person cannot do
equally aswdl. Additiondly, this
person should have devel oped
relationshipswithmaor customers.
In essence, the businessshould be
ableto operatejust asprofitably
withyou or without you!

Thethird stepin developing an
exit strategy isto clean upthe
balance sheet and theincome
statement to show asmuch profit
and growthaspossible., Clearly,
someonewhoisgoing to buy your
businessisgoing to belooking for
both growthissalesand high

profits. The better thesethingsare,
thehigher thevalue.

Oneof thethingsthat you can
doto cosmetically improveprofit-
ability istodiminaeany persona
expensesthat might berunthrough
your business. Also, pay careful
attentionto how much salary you
aretaking out which might act asa
damper to profitability.

Thefinal stepistoascertainwho
might purchaseyour business. Will
it beareative, will your businessbe
acquired by another businessor will
youjust sall youbusiness? If you
know thetypeof potential pur-
chaser, you canfocusyour attention
onthat market. It takesfrom12to
18 monthsto sall most businesses.

Anexit strategy iscrucial for
you fromthe moment you buy the
bus nesstill themoment you sl the
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President’s Corner

From Maureen Thompson:

Oneof thegoalsNEBA's
Board members have focused
onthisyear isto keep open
linesof communicationwith our
elected officials. Program Chair
Ted Thomashelpsusinthis
regard by regularly inviting
commissioners speak at our
monthly meetings, but al of us
also make efforts outside of
NEBA aswell. For thisreason,
whenwelearned that City
Commissioner Mark Mustian
would beattending June’'s
Council of BusinessAssocia-
tions(COBA) meeting, most of
NEBA's Board Members made
plansto attend aswell. What
followsisasummary of what
wasdiscussed that morning:

Commissioner Mustianwas
specificaly askedto comment on
impact fees, Sncehehad recently
been quoted asbeing of the
opinionthat they “wereworth
lookinginto.” Mustianindicated
that hisprimary concernisto
makesurethefinancesof our city
areinbaance, and hefurther
dated that hefed sthat communi-
tiesthat progper aretheoneswith
adequateinfradructure. Thatis
why heisinterestedinpursuing
impact fees—they areused
specificdly toimproveinfrastruc-
tureintheareainwhichthey are
assessed. Hed so pointed out that
most of themgor communitiesin

Floridahaveimpact feesondeve op-
ment; currently Tallahassseonly
chargeswater & sewer impact fees.
A larger concernthe Commis-
sioner expressed isthat the City’s
expensescontinuetorisewhile
revenuesremainflat, leadingto“a
budget deficit 3—5 yearsfrom
now.” Hebelievesthat the City
will havetolook at cutting services
inthenear futurein order to
balancethe budget. Someareas
he said might belooked at include
garbage service (currently City
residentsreceive 2 pick-upsper
week) and employeesaaries.

When asked about increased
revenuesfrom thereal estate boom,
Mustianindicated that since City
millageratesarerdatively low, the
budget getsardatively minor boost
fromincreased property values.

The proposed Coa Plant aso
entered thediscussion, at which point
Mustiansaidthat fromwhat he'd
beentold, “they will build acod plant
in Perry whether we participateor
not.” Hesaidthat Talahassee
currently hasthehighest utility ratesin
thegtate, and our dependenceon
naturd gasisthereason. Hedso
saidthat wecan't buy cod generated
power from other Sates; itistoo
expensvetoshipin.

Finaly, whentold bluntly by a
NEBA board member that many
smdl businessownersfed that we
Please see“ PRESIDENT” on page4
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How Do | Incorporate My Business?

Oncethedecisiontoincorpo-
rate your business has been made,
thelega processbeginswiththe
preparation of acertificate of
incorporation. Whereasin the past
thiswas prepared by three or more
legdly qudifiedindividuds—today,
only asingleincorporator is
needed. Theincorporator may or
may not be aperson whowill own
stock.

Thedstateislikely to havea
standard formfor incorporating a
small business. Thethreetypical
piecesof information requested
are: corporate name, purposeand
corporatelife span. The corporate
nameisusualy requiredtobea
businessnamedissimilar fromany
other firmincorporated withinthe
state. In addition, the name must
not be deceptive or mideading.
Thestate charter officecantell you
whether thenameyouwantis

available. Thepurposeof the
businessmust bestated. Itisa
good practiceto usea* specific
object” clausethat spellsout the
specific purposefor whichthe
corporationisbeingformed. While
most corporationsareformed for
anindefiniteperiod, itispossibleto
set up aspecificlimited life. Often
thereasonfor creating acorpora-
tionisbecausethelife span of the
businessisunlimited.
Incorporation documentswill
require: the namesand address of
incorporators, location of the
registered corporate officeinthe
state; themaximum amount and
type capital stock to beissued at
thetime of incorporation; aprovi-
sionfor preemptiverights, a
provisonfor regulation of interna
affairsof thecorporation; names
and addresses of corporate direc-
torsuntil thefirst stockholders

meeting; and theright to amend or
reped provisonswithinthecertifi-
cate of incorporation.

The above requirements cover
incorporating aseither a“C Cor-
poration” or Sub-Chapter S
Corporation.” However, thesub
chapter S Corporation has severa
additional incorporation require-
mentssuch as: it must bean
independent group not affiliated
with any other; it may haveonly a
singleclassof stock; nomorethan
35 stockholdersand it may have
only individuasor estatesas
stockholders; and it must bea
domestic corporation. Before
sgning any legdly binding docu-
ments, consult with your attorney
forlega advice.

Sour ce: U.S. Small Business
Association

Forestry | sEconomic Heavywelght

In the changing face of
Floridaagriculture, University
of Floridaresearchers say the
forestry industry now hasthe
biggest economic impact on the
state- eclipsing citrus, veg-
etables and ornamentalsin
terms of output. Annual output
or salesimpactsin the forest
productsindustry exceed $16.6
billion creating 133,475 jobs,
with $7.5 billionin value-added
personal and businessincome

and generating more than $581
millioninlocal, state and fed-
eral taxes (excluding income
taxes), said Alan Hodges, an
economist in UF' s Institute of
Food and Agricultural Sciences
or UF/IFAS.

“Citrusisthe crop most
people associate with Florida,
and the state still leadsthe
nation in citrus production, but
our study indicatesforestry is
now the economic heavyweight

Adhvbiduy

inthe state’s $67 billion agri-
cultural and natural resources
industry.,” hesaid. The study,
“Economic Impacts of the
Forest Industry in Florida,
2003” (FE538), isavailable on
the UF's Electronic Document
Information Source (EDIS)
Website: http://edis.ifas.ufl.edu/
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NEBA meetings are held on the
second Tuesday of each month
at Lucy Ho’s-

1700 Halstead Blvd.
from 1:00 p.m.- 2:00 p.m.
Cost is $9.00 per person

August 9- Tony Grippa- Leon
County Commissioner

September 13- Kevin Wailes-
General Manager Electric
Utilities- Discussion on Coal
Plant Issues

October 11- Regina Davis-

“EXIT” from front page

business. Not only will thisstrategy increasethelikelihood that
youwill sdl a ahighprice, itwill soinsurethat you have peace
of mind knowing that you will not beforever tied to thisbusiness.

Frenchtown Revitalization
N\ /

“PRESIDENT” from page 2

don’'t haveavoiceonthe City Commission, Mustian expressed
surprise. Hesaid that hewasof the opinion that heispro-
businessandthat heisawayswillingtolisten. Whether or not
you agreewith Commissioner Mustian’sself-assessment, besure
totakehim (and al of our eected officials) up onthefact that
they’ re*dwayswillingtoligen.” I thinkif youask themthey’ll dl
say they think they listento our concerns—thelarger questionis
whether or not they actually hear, and act, onthem.

| can assureyou that you will continueto receiverepresenta-
tion downtown asaNEBA member, aswell asbeing guaranteed
great and timely speskersat our monthly meetings. If thereare
any issuesyouwould likeusto addressasaBoard, or to bring to
themembership’sattention, asalways, fed freetocal.
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