Know When to Hold Them, Know When to Fold Them...

By David Lewis

Most business owners assume
they will go out ontopwhenthey are
ready. They think they will sell their
businessat just theright point and cash
out like a poker player who walks
away from thetable after winning a
huge pot; rarely isthisthe case. All
too often the business begins to
struggleover timeand theowner does
everything possbleto saveit. Although
it may seem nobletofight until thebit-
ter end, seriousfinancid consegquences
may result from such astrategy.

Asproblemsbeginto occur, itis
necessary for the business owner to
gothroughtheexerciseof cutting un-
necessary expenses and improving
cash flow. If these efforts prove un-
productive, many owners start to
make serious mistakesin judgment,
and the most common response to
such asituationisto battle on hoping
thingswill change. Thisreaction can
bedriven by bothfear and pride. Busi-
nessownersmust focusonwhat they
stand to lose, not on what they may
havedready lost.

Thebusnessowner must makean
honest assessment on why the com-
pany isindistress. Simple problems
such aspricingincorrectly or buying
too much inventory can often be cor-
rected over time. Someproblemsare
much more pervasiveand seriousand
lesslikely torespondtotypical turn-
around srategies. Infrequently, sudden
eventslikemgjor shiftsin customer
preferences, natural disasters, or los-
ing rightsto akey location can create
insurmountable problems. Morelikely
and more often problems occur over
timeand directly involvethebusiness
owner with issues such asalack of
strong business skills, background,
education or level of commitment that
wasneeded to besuccessful inthelong
term. Other times, problems caused
by changing family issuesstandinthe
way of continued success.

If these problems go on unre-
solved, severepersond financia diffi-
culty islikely to occur and bankruptcy
is the final result in many of these
cases. However, if abusinessowner

can recognize the problem early
enough to swallow hispride, hecan
often avoid such an unpleasant end.
Voluntary liquidation of abusnessven-
turecan beavery viableaternative.
Therearethreestepsinvolvedin
avoluntary liquidation. First, meet with
both your accountant and attorney to
makethemawareof your decisonand
seek their guidance. Secondly, assess
all of your assetsand have them ap-
praised to give you a better idea of
thelevel of fundsyou may reasonably
beableto generatewithaplanned and
controlledliquidation. Lastly, and most
importantly, present aplan to each of
your creditors consisting of alump
payment and/or payment plan pro-
posa. Many creditorswill accept your
offer inan attempt to avoid thelegal
expenses and time delays associated
with bankruptcy.
Oftenthereisavery finelinebe-
tweenlosing your businessandlosing
everythingyouown. Itiseasy inhind-
sight to seewherethat linewas, but
when you are the owner of a com-

pany infinancial distress, thelineis
oftenblurred. At somepoint, al things,
good or bad, must come to an end
and businesses are no exception.
Know when to hold your hand, and
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-
don’t bet your financial futureon a
businessthat cannot be saved.
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