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Introduction 
 

Welcome to the definitive guide on how to sell your mid-sized business. We've started, grown, funded and 
sold businesses, and now we do it for others. I have condensed years of experience into this ebook on the 
process of preparing, marketing and selling your business.  

I’ve spent three years writing many hundreds of blog articles for Allbusiness.com, and another year 
preparing this book by organizing the information I had already written and filling in the gaps.   

If you have questions or comments please let me know at ney@compasspointcapital.com  

- Ney Grant 

 

 
 

Reality Check 

Many chapters include first hand stories in these blue boxes about actual buyers and sellers we 
encountered, deals that closed and some that didn't, dream deals and nightmares. These are stories 
of integrity and of greed. Some are useful and educational, and some are just plain entertaining. 
As is so often the case, in deal making, reality can be much stranger than fiction. 
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Preparing Your Company and Knowing When to Sell 
You may be thinking about selling your business, now or in the next few years. Timing can be important, 
not only in regards to the economic cycles, but also in terms of the life cycle of the business.  

Reality Check 

 
An Example of Good Timing… 

We had a client in 2008/09 (in the middle of the recession) that was growing and in an alternative 
energy field. President Obama came into office and promised more funding and focus on his area, 
and it was extremely difficult to nail down how much growth this company would experience. But 
there was no question it would experience significant growth. A company offered around 6 times 
EBITDA, but with another company interested, the bidding stopped at 12 times EBITDA. Could 
the owner have kept it and grew it himself to take advantage of the growth? Quite possibly. But 
you never know what could happen... 
 
And Bad Timing 

We provided an opinion of value to a company in 2006 of around $7 million to a husband and 
wife team that owned a steel fabrication company that provided product to a number of 
companies, none of which were more than 15% of their business. The husband wanted to sell, but 
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the wife wanted $10 million. She convinced her husband that things were going well, and if they 
waited just a few more years and grew earnings a bit more, they could have their $10 million. 
Well, it turns out they had a number of customers, but almost every single one was an RV 
manufacturer. In 2008 the company declared bankruptcy and closed its doors. 
 

 

Knowing When to sell: Where are You on the Lifecycle Curve? 
It is easy to chart out when to sell, but it much harder in reality to know where you are in the business 
lifecycle.  There are a lot of “business-lifecycle-bell-curve-showing-when-to-sell” charts on the web at 
various business brokerage websites and I have to admit to having drawn one up myself in the past in order 
to illustrate when to sell.  Here is the typical chart: 



©Copy

 

There a
it any l
level, o

In theo
curve a

 

right 2011 • N

are a lot reason
longer.  It may
or pure good o

ory, a new own
as shown below

Ney Grant • w

ns why busines
 be that retirem
ld fashion burn

ner can inject n
w. 

www.compassp

ss owners sell, 
ment is nearing
nout.   

new enthusiasm

How to Sell

pointcapital.co

but many sell 
g, you don’t qu

m into a busines

 Your Lower

om                 

 

because they j
ite have the set

ss, thus creatin

r Middle Ma

                      

just don’t have
et of skills to ta

ng an entirely n

rket Compa

     9 

e the passion fo
ake it to the nex

new lifecycle 

any 

or 
xt 



©Copy

Looks 

Howev
curve. 

right 2011 • N

nice, and it loo

ver, there are tw
 They look mo

Ney Grant • w

oks pretty easy

wo problems w
ore like this: 

www.compassp

y to see when t

with that curve.

How to Sell

pointcapital.co

o sell.  Its righ

.  I’ve never ac

 Your Lower

om                 

 

ht at the red “X

ctually seen a b

r Middle Ma

                      

X”. 

business with th

rket Compa

     10 

hat particular 

any 



©Copy

But tha
this: 

right 2011 • N

at isn’t the bigg

Ney Grant • w

gest issue.  The

www.compassp

e biggest issue

How to Sell

pointcapital.co

 is that you can

 Your Lower

om                 

 

n’t see the futu

r Middle Ma

                      

ure, so really w

rket Compa

     11 

what you see is 

any 



©Copy

 

Now it
would 
to sell?

I have 
I can s
trying 
unsella

right 2011 • N

t’s a bit harder 
think the busin

? 

personally wit
ee that a declin
to convince th

able condition.
Ney Grant • w

to see where t
ness is never g

tnessed that som
ne is coming, b
e owner to sell
   For example

www.compassp

o sell.   Withou
going to decline

me business ow
but I never pus
l.  So I advise a
e, the signs are 

How to Sell

pointcapital.co

ut the benefit o
e.  Where to pu

wners are not i
h too hard for 
and watch, and
there that they

 Your Lower

om                 

 

of being in touc
ut that big red “

in touch with th
I’m a broker w

d sometimes w
y are not spend

r Middle Ma

                      

ch with your b
“X” that show

heir business. N
with monetary m

watch the comp
ding enough tim

rket Compa

     12 

usiness, one 
s the best place

Not even close
motives for 
any slip into a 

me in the 

any 

e 

e.  



©Copy

busine
they ru

How W

You ha
when y
buyer s

 

 

right 2011 • N

ss, it is losing m
un their busines

Well  Are You 

ave to have you
you are not put
sees is the follo

Ney Grant • w

marketing shar
ss into the decl

in Touch With

ur finger on the
tting in the ene
owing, basical

www.compassp

re, there is inte
lining part of th

h Your Busine

e pulse of your
ergy to move th
ly a wonderful

How to Sell

pointcapital.co

ernal ownership
he curve, wher

ess? 

r business to kn
he business for
l upward trend

 Your Lower

om                 

p strife, etc.  T
re it is almost i

now when the 
rward.  Look fo
: 

 

r Middle Ma

                      

They don’t or c
impossible to s

time is right.  Y
or the signs.  H

rket Compa

     13 

an’t see it, and
sell at any pric

You can sense 
However, what 

any 

d 
e. 

a 



How to Sell Your Lower Middle Market Company 

©Copyright 2011 • Ney Grant • www.compasspointcapital.com                                          14 

Are you misrepresenting  the business?  No, unless market forces are behind a future decline and you don’t 
disclose it.  However, most of the time that isn’t the case.  You disclose exactly why you want to sell, and 
explain how a new owner can maintain and sustain the momentum.  The momentum that you haven’t lost  - 
yet. 

Timing On the Sale of a Business 
You can work years for essentially no pay if you don’t pay attention to obvious signs of when to sell your 
company. 

In some ways, timing the sale of your business is like trying to time when to buy and sell stock.  Although it 
can be hard to guess what the overall market trends will be that may affect your business, there are other 
trends that can be obvious.  Health issues, burn out, partnership problems, family issues and others can all 
lead to a downturn in business.  If left alone, they can destroy the value of a business well before the 
business itself crumbles.   

Twice I’ve had business owners call with serious health problems.  In both cases the owners waited too 
long.  In both cases I tried to help them and in both cases I failed to sell their business.  It was a lesson for 
me, because I spent a lot of time working on those engagements.  Not only didn’t I make any money for my 
efforts, but I wasn’t able to help them.    

Even if I believed that their illness led to the decline in business, a potential buyer still wonders.  For me, 
there is only the risk of spending a lot of time and not making any money.  For a buyer, they will often 
spend their entire life savings to buy a company, so the risk to them is enormous.  They see the decline in 
business, and it is probably the owner’s illness, but what if it isn’t?  What if they can’t bring up employee 
moral?  What if they can’t bring back customers?  It was too much risk, and the potential buyers we found 
just couldn’t make that leap. 
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It was painful to see.  However, these owners should have sold well before the company got to that stage.  I 
get calls from quite a few others that for various reasons watch their company slide downward for many 
years.  Often by the time they call there isn’t a whole lot we can do for them. 

You can think of this as “working for free”.   A business owner that hangs on to their business too long often 
loses far more value from the business than they make in salary during that time.  Say a business is making 
$300K in earnings per year, and his multiple is 3x at that point in time, so the value is somewhere around $1 
million.  He just plain burns out (it happens), and he starts going on extended trips and isn’t paying attention 
to the company.  Within three years it is now doing $100K in earnings and he decides to sell.  He took out 
about $600K during that three years, but the company is now worth far less than $300K (multiples are 
lower for lower earnings, plus who wants a company on such a steep slide?).   He just worked three years 
for nothing.    

He can’t understand why I (as the broker) can’t price it at $1 million and just explain that he was burned out 
and a new owner would certainly be able to bring the company back.  Unfortunately it just doesn’t work 
that way. 

It is hard to guess the top of the market.  But it isn’t nearly as hard to see a downward trend starting by a 
problem that new ownership could fix.  The tough part is acknowledging the problem either by fixing it 
yourself, or selling the company before it loses its value. 

 

How Long Does it Take to Sell a Business? 
Of course, this answer depends on the complexity of the business, financing required, and some other 
factors.  A survey of business brokers was done by one of the business-for-sale websites, 
businesssesforsale.com and they found the following in terms of the time it takes to sell “the average” 


