You May Think Your Company Will Sell For
Millions But What If You Are Wrong

Many entrepreneurs dream of building a successful company from the ground up
and eventually selling it for millions of dollars. The thought of cashing out and
enjoying the fruits of their labor is an enticing prospect. However, the reality is
that not all businesses achieve such lofty valuations. In fact, the majority of
companies fail to sell for the desired price, leaving their owners disappointed and

disillusioned.

So, what can happen if you are wrong about the potential sale value of your
company? Let's delve into the reasons why your company may not be as

valuable as you think and how to mitigate the risks.

The Harsh Reality of Valuations

Valuing a company is a complex and nuanced process. It involves analyzing
various factors like financial performance, market conditions, growth potential,
competitive landscape, and industry trends. While you might believe your

company is worth millions, the reality may be quite different.
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First and foremost, potential buyers are primarily interested in acquiring scalable
and profitable businesses. If your company lacks consistent growth or struggles
to generate substantial profits, it may not be attractive to acquiring parties.
Investors and buyers are always on the lookout for opportunities that offer

significant returns or synergistic advantages.

Secondly, your company's valuation is highly influenced by market conditions.
Economic downturns, industry disruptions, or global events can significantly
impact the perceived value of businesses. If the market is not favorable when you
decide to sell, it can severely affect your company's potential worth.
Consequently, it's crucial to assess market dynamics before setting unrealistic

expectations.

Common Reasons for Low Valuations

There are numerous factors that can contribute to a low valuation for your
company. Understanding these pitfalls can help you take proactive measures to

rectify them or avoid them altogether.

1. Lack of Differentiation

In today's saturated business landscape, standing out from the competition is
crucial. If your company fails to differentiate itself in terms of product offering,
quality, customer service, or unique value proposition, it becomes challenging to
command a premium valuation. Successful companies often have a clear

differentiator that sets them apart and makes them attractive to buyers.


http://indexdiscoveries.com/file/UlpFNnFHVDArbE03RGZpRm5HZ1ordDBBdjlacXdNSlVTT0tGV1JPUGE1NFE3c1FXalN3cmg5SUJ5YjdoYnpOcEFKWXJudjJLNG1LbXR2eTlHckIzcmhEb09ZUXFuRUoyUWMwMW5VbHdqQi9qKytKOHNUOE1zU1dzZitkMzdDT1JvUktIeDlKbC84Z3VPS1VGMWlpbWZ3bGpweGZSVFFpYSs2NjJpWnVKSHVnSWdaSDNMaWM4TTBqamdXQ0U4S2hWS1J3Q3N1SW54a2VQZEpmWFBLSG9mZz09:f4.pdf

2. Weak Financials

Financial performance is a significant determinant of a company's value. Poor
revenue growth, high expenses, or weak profit margins can all contribute to a
lower valuation. Potential buyers are looking for businesses that demonstrate
solid financials, including strong cash flow, healthy profit margins, and consistent
growth over time. It's essential to continually evaluate and improve your

company's financial standing to maximize its value.

3. Overreliance on Key Individuals

If your company heavily relies on a few key individuals, such as its founder or
CEQO, it can be a red flag for potential buyers. Such overreliance creates
uncertainty and increases the risk associated with the business. Buyers prefer
companies with a strong management team in place and a solid succession plan.
Ensuring that your company is capable of operating seamlessly without

depending solely on one or two individuals will make it more attractive to buyers.

4. Limited Market Potential

The size and growth potential of your company's target market play a significant
role in its valuation. If your business operates in a niche market with limited
growth prospects, it may not command a high valuation. Buyers are generally
interested in companies with a large addressable market and ample room for
expansion. Expanding your market reach and exploring new growth avenues can

help enhance your company's perceived value.

Mitigating the Risks

While there are factors beyond your control that can impact your company's
valuation, there are steps you can take to mitigate the risks and increase your

chances of achieving a desirable price when selling your business.



1. Plan Early

It's crucial to start planning for the eventual sale of your company well in
advance. The longer the planning horizon, the more time you have to address
any shortcomings and maximize value. Identifying potential issues early on and
taking proactive steps to address them can significantly enhance your company's

prospects in the eyes of potential buyers.

2. Focus on Growth

Invest in strategies that enable sustainable growth and differentiation. Continually
assess market conditions, identify emerging trends, and pivot your business
model accordingly. Demonstrating a track record of consistent growth will make

your company more attractive to buyers and potentially increase its valuation.

3. Diversify Revenue Streams

Relying on a single product or service for the majority of your revenue can be
risky. Diversify your offerings to minimize dependence on any single client,
product, or market segment. This diversification shows potential buyers that your
company has multiple income streams and can adapt to changing market

conditions more effectively.

4. Build a Strong Management Team

Invest in building a capable and skilled management team that can drive the
company's growth and operations independently. By reducing reliance on any
single individual, you increase the company's value and decrease the perceived

risk for potential buyers.

5. Seek Professional Advice



Engage with experienced business advisors, brokers, or consultants who
specialize in mergers and acquisitions. Their expertise and industry knowledge
can help you navigate the intricacies of the selling process, identify potential

buyers, and negotiate the best deal for your company.

In

While it's natural to optimistically envision your company selling for millions of
dollars, the reality often differs. It's essential to approach business valuations with
a realistic mindset, understanding the factors that can affect your company's
worth. By identifying and addressing any potential weaknesses, focusing on
growth, and seeking professional guidance, you can improve your chances of

achieving a successful business sale.

Remember, building a valuable company requires long-term strategic decision-
making, adaptability, and continuous improvements. By diligently working towards
enhancing your company's value, you can increase the chances of a lucrative exit

when the time comes.
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Business owners today can expect a shock if they haven’t built a company to sell
in the 21st century. Having great profit won't guarantee the price needed to retire;
there will be companies that can’t be sold regardless of their profit. Purchasers
are looking differently at investments and the small/mid-sized business owners

have to know this new reality. YBAWS! explains the new world.

You have heard of the valuation multipliers "3x income" or "4x EBITDA", you may
know what income or EBITDA is, but do you know what "3x" or "4x" is? Do you
know how to get from a "3x" multiplier to a "7x" multiplier? If you don't, fall off your
wallet and find out how. Clients have spent thousands of dollars for the advice
contained in YBAWS! and have transformed their companies to increase value
and the company's marketability to potential purchasers. For the price of a couple
coffees and a few hours of your time, your understanding of new business
realities in business acquisitions will be transformed as well. Lost are the days
where share value is predominantly determined by revenue and income.
Influenced yes, but determined no! The focus on de-risking a business has and
will continue to dominate valuation models for corporate transactions. Long term
growth is outpacing short term profit models. Corporate value and marketability
are the primary focus now; so it is not about profit, it is about the risk of that profit.
YBAWS! is a book that leads you through the valuation process like no other
book has before. In concludes with you acting as a purchaser valuing a company
so you understand how risk affects valuation. You then value your own company
and see how de-risking your business adds value. This is not a motivation book,
rather a valuation workshop. YBAWS! will inform you, not only how to maximize
your corporate value, but how to have buyers compete to buy your company for

cash. The book has practical examples that demonstrate how you can increase
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share value, make your company more attractive to purchase even if your income
decreases. YBAWS! is easy to read and understand, it will transform your
understanding and prepare you for a large payout when you retire. Wall Street
knows these secrets, value investors like Warren Buffet use these practices.
Larry Fink is demanding business do this now. The same strategies they do, you
can do in your own business very easily and amaze yourself how you can create
wealth without increasing income. These strategies can take some time to

implement, so the time to act is now.

Ybaws! Definition

YBAWS! [ya bus, ya bass]
Coined circa 2016 to express exasperation toward delusional expectations of

venders in corporate transactions.

Contronym Interjection

1) To be used when business owners believe their company’s value far exceeds
its actual value when the actual value could be close to zero.

2) To be used when business owners believe their company’s value is close to

zero when it has substantial value.

Adverb

3) Verily; Truly. When business owners realize what their company is really worth.

Noun
4) An utterance of the interjection, “YBAWS!".
5) A boardroom setting for such an utterance.

6) An expression of concurrence or assent:



“The Board shouted “YBAWS! when presented with the vender’s unrealistic

asking price.”

“Mr. Fraser, the IP lawyer, said “YBAWS! when his client thought this company
had no value when it held twenty-eight uncommercialized patents”

About the Author; Sean Cavanagh, BAS, CPA, CA, CF, CBV

Sean is a chartered professional accountant with a specialization in corporate
finance and has a chartered business valuator designation. At 16 years old, he
started his first business and has been a consummate entrepreneur ever since.
He has worked in government, industry, and for international accounting and
consulting firms and is now actively involved in transaction work for small to mid-

sized clients as well as his own investments.
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