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F R O M  R I S K  T O  R E A D Y  
~  

O ve rco m ing  the  Cha lle ng e s o f Se lling  a  Te xtile  Busine ss



T H E  T R U T H
 Exiting may not be eminent.

 The life cycle of every business owner is FINITE.

 Selling a textile business is challenging.

 “Buyers aren’t afraid of the textile category.   They’re afraid of risks they can’t control.”

 Whether you are 1 year or 25 years away from transition, ATA believes planning your exit 
starts long before you sell.

 Never too early to know the obstacles you face and how to overcome them.



Today’s Agenda
What are the RISKS buyers see in your business

Inventory & Revenue Composition

Financials Documents & Timing 

Owner Dependence

Key Takeaways to Combat Risk 

How Sunbelt can  he lp
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Im p o rtant  Va lua tio n  Re a liza t io n

• We use  marke t-b ased  statistics to  forecast what we  
b e lieve  your most p rob ab le  sale s p rice  is

• As you p rob ab ly know…no two b usinesse s are  the  same   
• Sunb e lt has 2 d iffe rent valuation p rod ucts for ATA 

memb ers. 
• A b ig  p art o f a b uye r/b ank evaluation are  the  RISKS 

inhe rit in your b usiness.

Your b usiness is worth exactly what??



The Risks
Some of the major potential risk categories in selling a textiles 
business include:
Inventory
Revenue Composition
Financials
Timing
Owner Dependence



Inventory

Question  How much would you pay for this business?

 $1.3M in Sales

 $150,000 Owner benefit

 $900,000 Inventory



I N VE N T O R Y ( C O N T. )

Le t’s say we  think we  could  g e t 1x SDE + Inve ntory.   That p rice  would  b e  $1.05M.

Now, le t's amortize  that loan assuming  curre nt cond itions:

 10-year te rm, 9% inte re st rate s, 10% d own and  $50,000 in working  cap ital and  loan costs.

 Total loan = $995,000

 Monthly p ayme nt = $12,604

 Annual Payme nt = $151,248

No b uye r or b ank wants a loan whe re  the  annual p ayme nt exce e d s cashflow.   Too risky
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I N VE N T O R Y ( C O N T. )

Excess/slow turning  inventory e rod es value :  KNO W YO UR BUSINESS.  

 Inventory is d iscounted  in p ricing

 Dead  stock d rag s working  cap ital

 Inventory in a no teb ook is no  long e r accep tab le

 Buye rs d o  not want to  p lan inventory re se ts afte r closing .  

Ke y insig ht:

Buye rs d on’t p ay for inventory nostalg ia.
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I N VE N T O R Y ( C O N T. )

This is where  inventory, that once  fe lt like  streng th, b ecomes fear.

Buye rs won’t p ay you what you p aid  for inventory.

Reality check q uestion:

“If a b uye r re se t your b usine ss tomorrow, how much inventory survive s?”

TAKEAWAY:  Inventory manag ement p rior to  the  sale s p roce ss is ultra critical.  
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Financials

Key truth:

Buyers don’t pay for explanations.    They pay for clarity and 
repeatability.

Tax efficiency today, value destruction tomorrow.   Or much more 
candidly, you can’t get paid twice.  



F I N A N C I A LS  ( C O N T. )

 $1.3M in Sale s

 $150,000 O wner b ene fit

 $900,000 Inventory

Se lle r says they take  ab out $125,000 in cash ‘off the  b ooks’.

DO ES THAT CHANGE YO UR PRICING O PINIO N?
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Mo d ify o ur in it ia l b usine ss va lue  q ue stio n :  Ho w  m uch  w o uld  yo u  
p ay fo r th is b usine ss?  



F I N A N C I A LS  ( C O N T. )

Common tax minimization tactics:

 Cash

 Personal exp ense s p aid  b y the  b usine ss

 Personal inventory run throug h the  b usine ss

 Family on p ayro ll

 Inventory ad justments masking  marg in reality

 Seasonal swing s misinte rp re ted  or no t und e rstood  clearly
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F I N A N C I A LS  ( C O N T. )

Takeaways:
O wners make  a choice : Tax mitig ation O R value  at sale?

 Having  g ood , clean, o rg anized  b ooks makes or b reaks a sale .

 Bank trust!    Land scap e  comp any examp le .

 Buye r trust!   Deal creativity NEEDS to increase  if b uye rs and  b anks cannot se e  the  money.
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Revenue Composition
Concentration examples:
 One major selling season  
 One or two large customers
 One category driving profit

Buyer risk view:
 Customer dependence
 Seasonality dependence
 Category cyclicality



R E VE N U E  C O M P O S I T I O N  ( C O N T. )

Buye r p ricing  log ic:

 Concentration = volatility

 Volatility = risk

 Risk = lower multip le  at sale

Imp ortant nuance :

It’s not that textile  b usinesse s are  unse llab le… it’s that b uye rs p rice  unce rtainty, not id eolog y.
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Timing
Every owner should understand: 
 The best deals happen before the owner has to sell.
 Best price?  When the business is ready, not always when the 

owner is ready
Triggers that force exits (human factors):
 Burnout
 Health
 Regulation fatigue
 Lease events
 Shrinking margins

Human factors far more easier to explain than financial factors



T I M I N G  ( C O N T. )

Don’t forg e t ab out your real e state :

Se ll to  b usine ss b uye r or b e  the  land lord ?  YO UR CHO ICE

 Eithe r way, p rep are  your real e state  just like  you are  p rep aring  your b usiness

 Curb  ap p eal, op e rations e fficiency, customer exp e rience

Und e rstand  the  ramifications

 Taxes (for b oth b usiness and  real e state…it may b e  d iffe rent!)

 Long  te rm cash flow
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T I M I N G  ( C O N T. )

Takeaway:

 Se ll when you can maximize  value , no t when you have  or need  to  se ll.

 Don’t forg e t the  real e state  comp onent.  It may b e  larg e r than the  b usine ss.

 If you are  waiting  for the  ‘p e rfect time ’...
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Owner Dependency
Owner dependent businesses sell for less…. or not at all.  

Buyers see:
 Vendor relationships tied to the owner

 Buying decisions based on instinct and/or experience

 Seasonality decisions not systemized

 Key customers only trust “the owner”

 Compliance and operational knowledge living in one head



O W N E R  D E P E N D E N C Y ( C O N T. )
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Why value  d rop s:

 Buye rs d iscount risk they can’t rep lace

 Lend e rs he sitate

 Deals stall o r d ie

Takeaway:

Build  your b usine ss to  run without you. 



RISK and VALUE
Exactly how does having these risks in your business 
affect value?

Risk brings:
 Smaller buyer pool
 More contingencies
 Deeper/longer due diligence

Risk, at BEST, brings a price reduction.  Risk, at WORSE, 
stops you from actually selling your business.



M A KI N G  YO U R  B U S I N E S S R E A D Y

If not alread y, START TO DAY… even if you are  years from se lling .  Beg in the  fo llowing :
 Red uce  owner d ep end ency

 Technology to  run the  b usiness

 Rationalize  inventory ve locity

 Clean financial visib ility

 Balance  categ ory risk

 Document comp liance  systems

Mind se t:  You d on’t ne e d  to  se ll, b ut you ne e d  the  ab ility to  se ll

 Most eve ry b usiness in this room has at least one of these  risks

 Remove  the  risk to  increase  b oth your p rice  and  salab ility 
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R E - S A LE S  T O D AY A N D  
T O M O R R O W  ( C O N T. )

That is what this 
p re sentation is all 

ab out… ATA wants 
to  he lp  you b uild  a 
‘se llab le  b usine ss’ 

re g ard le ss of when 
you are  read y to  exit

Having  a b usine ss 
that b uye rs will find  
d e sirab le  will g ive  

you a hug e  
ad vantag e  in a 

crowd ed  marke t

Most b usine ss owne rs 
are  no t p rop e rly 
p rep aring  for the  

end …for you to  know 
some thing  that most 

eve ryb od y e lse  d oesn’t 
know is p owerful and  

can b e  financially 
reward ing



The  Sunb e lt Ad vantag e
o Largest Business Broker in the 

United States…. since 1978.

o Help more people buy and sell 
small businesses than any other 
company.

o Named “BEST BUSINESS 
BROKER” by website 
Fitsmallbusiness.com. 

o We work for YOU

o We have BUYERS and have sold 

successfully in your industry

o Unsurpassed Coverage with over 
140 North American offices. 

o Top ranking  website: 
www.sunbeltnetwork.com

o Broker services, valuation and 
consulting.

o Experienced Professionals 
facilitating THOUSANDS of deals 
annually.

o Complimentary Value Range 
Analysis

The Sunbelt Advantage
REACH & REPUTATION COVERAGE & SERVICES

• Largest business broker in the United States 
since 1978

• Helps more people buy and sell small 
businesses than any other company

• Named “Best Business Broker” by 
FitSmallBusiness.com

• Works for you

• Has buyers and a successful track record in your 
industry

• More than 140 offices across North America

• Top-ranking website: www.sunbeltnetwork.com

• Broker services, valuation, and consulting

• Experienced professionals facilitating thousands 
of deals annually

• Complimentary Value Range Analysis

http://www.sunbeltnetwork.com/


Learn More…

o Te rry Ke lm’s contact info :
o Toll-fre e  1-888-484-0332  
o E-mail: 

te rry.ke lm@sfrre sale s.com

Learn More

TERRY KELM

TOLL-FREE

1-888-484-0332

E-MAIL

terry.kelm@sfrresales.com

mailto:terry.kelm@sfrresales.com
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