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A Note From The Founder
Selling your business is a life-changing event. It’s the apex of your financial life. After investing your blood, sweat and tears

into an enterprise that has provided for you, your family and your employees, the moment has finally come for you to start a
new chapter in your life. Perhaps you may pursue retirement, look for a better opportunity, or choose other paths you’ve
been wanting to explore.

The decisions and choices you make in selling your franchise business will have long-lasting implications. You need a

trusted advisor. You need someone who knows how the process works. You need someone who has a proven track record
of selling businesses.

You Need the Kensington Company.
Whether you are a butcher, a baker or candlestick maker - or all of them rolled into one - the way you have cultivated

& grown your business is all about you. We respect that and appreciate you know your business better than anyone else.

We’ve been there with sellers just like you, we’ve sold the corner deli and the 35-unit big-name franchise so that a

person just like you, was able to move on and begin that new chapter of life. It is our job to not only find qualified

buyers but to also guide you at every step until close - and with a 20-plus year track record - we are highly successful
at achieving that goal.

From deal breakers to matchmakers, our team has the deep expertise and the specialized knowledge that is required

to cut-through the noise and help you navigate the challenging field of resales. By engaging with us, you will have

access to thousands of buyers looking for the opportunity you have to offer, all while keeping discretion and
your privacy a priority.

Let’s say you are member of the number one, coffee franchise in the world and despite the success of your

unit, you’ve dreamed of retiring by the time you turned the age you did five years ago. Did you know that

“Joe Fromnextdoor” who is in a non-competing franchise network is looking to expand his foothold in that
industry? We did - because Joe came to us looking to be considered for any units in that brand up for sale. When

the time is right, KCA makes the introduction, we are there working out the big and finite details so both parties
get what they’re looking for.

Admit it, you’ve thought about selling.
Maybe you weren’t serious or possibly you are very serious - but, you’ve thought about it. Ready or not, read all about

it in this book - so that when the day comes you are as educated a seller as the buyer we will bring you.
So whether you want to retire or just want out - come to the experts in making exits a reality.

Let us show you how to begin.
Regards,

Ken Stein, Managing Director
The Kensington Company
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“Your time is limited, so don’t waste it living someone else’s life” ― Steve Jobs

A Seller’s Journey Begins With The End In Mind
The decision to sell your business is one of the toughest choices you will ever have to make. It’s the biggest sale of

your life. Having invested a considerable amount of time and effort in building the business, its sale probably holds

the key to a comfortable and secure future. But many franchisees find that it can be quite stressful, so to help minimize
pressure, planning for the sale should start well in advance of the time you actually intend to exit.

In reality, only a few business owners plan their exits by giving this major life decision the thought and attention that it
deserves. There are literally hundreds of factors that can go into the decision of how and when to sell your business.

Many of these factors will be outside of your control (industry trends, competition, location etc.). The main objective
for the majority of owners will be to achieve the highest price possible using all of the factors that are within your control.
As in any complex multi-step process, you should begin the process with preparation…

What Can You Do To Prepare Yourself And Your Company For Sale?
• Begin With The End In Mind

Ideally, an exit strategy should be thought about from day one. It is important that

you have a clear vision of what you want to achieve. That is why one of the first

questions you’ll want to ask yourself is "What is my motivation to sell?". Any serious
buyer will want to know this before they consider making an offer on the franchise

resale. Why do you want to get out of the business? Why now? Are you ready to
retire, want to move out of town, or just looking for a change of pace?

• Change Your Perspective

I would like to thank you for your
professionalism and diligence in
completing the purchase of the
Hooters restaurants and territory

As you plan to exit, you should look at your business through the lens of a buyer. The

rights for Long Island. Without your

process. If there are issues with the franchise, or anything that could reflect negatively in

focus on completing the transaction,

to a lower valuation. Understand and be willing to share the status of key business

come to fruition. You were able to

time to identify your strengths and weaknesses is before, not during, the resale

assistance and ability to keep your

the future, you may want to consider proactively addressing these issues before they lead

this acquisition would not have

components such as your employees as well as your lease or other real estate related issues.

accommodate the needs of both

• Gather The Franchise Financials

purchase so that it met the changing

buyers headaches as you go through the franchise resale process. Be sure you

rather long process, we were able to

years. Be aware of any financial trends and their underlying causes, particularly if the

acumen, and understanding of the

parties and help us structure the

Getting your financial paperwork in order ahead of time can help save you and potential

parameters of the deal. During this

understand what the financial performance of your franchise has been over the past few

rely on your integrity, business

recent trend data spikes or flatlines.

many personalities involved in this

• Organize And Review Franchise Agreement

your help in making this a success.

Franchise Agreement. In many cases, the Franchise Agreement sets out in broad terms

Richard B.
Hooters CEO

An important part of any franchise resale are the terms and conditions outlined in the

an overview of the franchise resale. Some of the items it may include are the transfer

fees, the remodel schedule, rules and regulations, what you are allowed to sell and at
what valuation. This document will also give you all the details in regards to the franchisors
rights in regards to the sale (i.e. The Right of Approval & The Right of First Refusal).
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acquisition. Once again, I appreciate

• Understand Your Franchise Valuation And Determine The Sale Price

Understanding the market value is perhaps the most vital step to ensuring a successful

franchise resale. The exact approach may differ depending on the type of franchise but
there are some commonalities across the board. Physical assets do not make up the bulk

of any valuation as earnings and sales usually are the final drivers of value. However,

don't overlook the importance of intangible assets such as the strength of the franchise
brand, the lease term, owner involvement, trends and ongoing contracts.

• Don’t Do It Alone
You should build a strong support team as you start exploring your options regarding

Before it all fades from memory,
we want to express our sincere
thanks for managing the sale of
our network of Long Island
Gymboree Play and Music
centers. Despite enormous
challenges, you showed dogged
determination to get the deal
done and at a fair price. You,
Adam, Stuart, Albert and
everyone else involve showed the

how and when you would like to sell your business. There are various experts that you

utmost in professionalism and

business advisors, who ideally possess M&A and franchise expertise.

throughout the process. For that

should lean on in throughout the resale process such as your lawyer, accountant &

“There’s nothing more expensive then bad advice”

competence in all dealings
we will always be grateful.
Debra W. Owner
Gymboree

It is important to remember that every exit is different. Each exit must be planned and thought out. The amount of time
that you can prepare is going to influence the number of possible headaches you’ll have to endure later down the line.

Regardless of your position, reach out to a business broker or M&A advisor as soon as possible, and be honest with them
regarding how much time you can spend preparing your business for sale.
If you are willing to prepare, be sure the brokerage firm also assists in preparing business owners for the sale. Many
business brokers, M&A advisor and investment banking firms prefer to put a company on the market and sell it as quickly
as possible. They may not be concerned with maximizing the sales price and investing the hard work necessary to ensure

a successful exit. It is critically important that enlist advisors who are knowledgeable and have practical experience with
franchise resales.

If you are unable to spend time preparing your business for sale, then be honest with your professional advisors. At

Kensington, we are accustomed to selling businesses in an urgent situation or one in which the situation is far from

ideal, so we welcome a business owner who is honest with us regarding their expectations, the condition of the
business, and their level of preparation. Every team will eventually learn the truth, so it is best to be transparent and
upfront right from the start.

Remember, this may be the largest transaction in your life, and maintaining trust with your advisors is key to ensuring
this transaction is a successful one.
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“The best way to predict your future is to create it”

― Abraham Lincoln

Who is the Right Buyer?
Four Categories to Consider
After you’ve made the decision to sell your franchise, you’ll want to consider all of your options in regards to the

different types of buyers that you can sell to. You might be tempted to just go with one type of buyer right from the start,
but it is important to explore all of the possibilities so that you can maximize the price that each would be willing to pay.
There are four main categories of buyers and each one has their own unique advantages and benefits.

Ultimately, the decision to go with one buyer over another is going to come down to the price they are willing to pay,

their ability to get approved by the franchisor and landlord, their ability to obtain funding and your confidence in their

ability to run the business. It can be difficult to filter through all of the potential buyers, but if you put the opportunity
out into the market in an intelligent way, you allow the best candidates to self-identify.

Potential buyers can be broken into the following categories:

1. Financial Buyers (ex. Private Equity Firms, Family Offices, Search Funds, Independent Sponsors)
Pros: They have the capital. These buyers often have the funds in place and a mandate to spend them.
Cons: At times, it can be difficult to determine which firms are “real” and which ones are just trying to appear
real. Financial buyers range in their ability to get deals closed. It takes a trained eye to spot and recognize their
legitimacy. Another thing to consider is that these buyers tend to be very analytical and tactical in how they spend their
money. That means they won’t be making emotional decisions – they’ll only like deals at certain prices and they’re
looking at plenty of deals. These buyers also tend to be quite demanding with their requests so make sure that you’re
prepared to show them the data.

2. Individual Buyers
Pros: Often times, these buyers are less sophisticated than financial buyers. They’re also more “reasonable” with
regards to their requests, typically more in line with the seller’s expectations. Moreover, these buyers are more likely to
“overpay” in order to join a strong system, so if you can make your business stand out in their eyes, you might get a
better deal.
Cons: One major drawback to these buyers is that they might have issues actually raising the capital necessary to get a
transaction finalized, so it’s important to get a solid understanding of their financials before moving forward with them
in the resale process. Another element to consider is whether or not they will have the necessary work experience in
order to get approved by the franchisor and the landlord.
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3. Existing Franchisee
Pros: The major advantage to working with existing franchisees is that transitioning can be a breeze. You won’t need to

train them and the approval is simpler because they know the business. They’ll typically be able to evaluate the opportunity and their interest level quickly, streamlining the process.

Cons: You won’t be able to sell them on paying a premium just to enter the system. On top of that, they already know
the realities of what it’s like to operate the business, including the challenges of that system (and everyone has their
own challenges). An additional element to consider, is that existing franchisees might not maintain confidentiality
within the franchise system.

4. Existing Employees
Pros: With these buyers, you don’t necessarily have to worry about the approval process, because they are typically

approved by corporate. In addition, this is a nice way to reward a loyal employee.

Cons: While the process might seem simpler with these buyers, they usually lack the funds to close the deal. Also, it

is risky for employees to know that the business is for sale before they need to. If they do not buy, you still need them to
work hard and stay motivated, but if they know the business is for sale they are more likely to look for other jobs instead.

“Your time is limited, so don’t waste it living someone else’s life”

Test Your Knowledge
The following trivia is from a real-life scenario that occurred with one of our past listings. We were selling a

network of six Dunkin’ Donuts and we received the following three offers. Let’s see if you can pick out which
type of buyer made each offer…

See if you can match the buyers to the offer
Dunkin Donuts 6 Location Multi-Unit Listing:
Network of Dunkin Donuts - 6 Stores
Revenue: $5.5M • Earnings: $900K

Buyers

Offers

Existing Dunkin’ Donuts Franchisee
Private Equity Group With Food Service Experience

$4 Million

$4.5 Million

Individual Buyer
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$5.4 Million

Let’s See How You Did!
Offer A – 4M

• Private Equity: This is a very analytical offer – it was based on the models they created and what those models deter-

mined the value was. In reality, they thought it was worth 3.8M but were willing to “overpay” because they really liked

the deal. This buyer is also looking at hundreds of opportunities, so they don’t necessarily need to buy this one. There is
always another business for them to buy without “overpaying.”
Offer B – 4.5M
• Approved Dunkin Franchisee: This buyer already knows the good, the bad, and the ugly of the system…and they are a
part of it. They know exactly what it is like to own these businesses as well as what other franchisees in the network will
be willing to pay when they ultimately look to sell.
Offer C – 5.4M
• Individual Investor: This buyer wanted to enter into the system very badly, so they wanted to make their offer stand
out against some of the competitors, which is why they had the highest offer. There is large value for them in simply
being able to enter the franchise system.

If your goal is to obtain the highest possible price for your business then it is important to cast a wide net as you market

your business. Your goal should be to generate as much interest as possible so that you can have competing offers and
different options to choose from. The actual process of finding and screening a large number of qualified buyers can take

a tremendous amount of time and effort. That is why the majority of business owners decide to hire a business broker so
that they can confidentially market their business on their behalf.

With any franchised business, the franchisor is going to have the ultimate say on whether the buyer is suitable to
become a franchisee in their network. The difficulty of the approval process varies by industry, franchise system and

overall demand. For some franchisees, it’s a walk in the park for others not so much. This is another instance where the

use of an experienced broker will be able to help you assess the situation. If the firm has a strong track record with
franchise resales then they should be able to provide you with some insight early on in the process based on their experience within that industry or system.
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“Success is never final. Failure is never fatal. It’s courage that counts.”

― Vince Lombardi Jr.

9 Common Mistakes of Sellers (And How to Avoid Them)
After 20+ years of experience, our team has seen it all when it comes to mistakes being made during the sale of a

franchised business – the good, the bad & the ugly. Over the years, we’ve compiled a list of some of the most common
mistakes that franchise owners will make when selling their franchise business.

1. Lack Of Preparation

Not being prepared is one of the quickest ways to scare off potential buyers. The buyer is always trying to put the pieces

of the puzzle together. Any documents, which are not accurately prepared and provided in a timely fashion, will increase
the anxiety of the buyer. An increase in this anxiety level may reduce the price that they are willing to pay or possibly

worse, cause them to move on. This is why it is very important to take some extra time at the beginning of the process,
to make sure that all the necessary documents are ready and properly prepared. If you decide to work with an experienced broker then they will handle most of the heavy lifting for you.

2. Failure To Keep Appropriate Information Confidential

There are few things more potentially damaging to a company than premature rumors that it is up for sale. For that
reason, it is critical that a company’s identity and location be kept strictly confidential during the initial stages of a
buyer search. Once it is established that a potential buyer has the proper qualifications, financial resources and

motivation, additional information about company operations can be provided... but only after the buyer has executed
a legal agreement to keep the information confidential. Within a franchise system, you have an additional layer of risk
with disclosing information too soon.

3. Inability To Devote Appropriate Time

Under even the best of circumstances, the process of selling a company takes time. If time is not properly managed, the

transaction may fall apart or take much longer than necessary. Most owners simply are not able to devote the necessary

hours to the process while continuing to manage their business day to day. We recommend that experts be engaged to
assist in managing this process. Accountants, Attorneys and Professional Business Brokers will help you through the
process while allowing you to run your business until the transaction is complete.

4. No Marketing Plan

Simply put: selling a business to the optimal buyer at the optimal price within the optimal time frame does not happen
by itself - it requires a comprehensive, systematic, professional marketing plan. The most important aspect of the resale

process is finding qualified buyers that are actually willing to pay for the business. The more interest you can generate,
the higher the price you’ll sell for.

5. Lack Of Adjusted Financials

Many business owners seek to lessen their tax burden by minimizing the earnings reflected on their financial documents.

In order to show the true value of the company, financial statements should be adjusted so they accurately reflect the
owner’s true cash flow. This information needs to be strategically shared with buyers in a professional manner that is
easy to understand.

6. Failure To Address Weaknesses

Every company in every industry has both strengths and weaknesses. The time to identify both is at the outset of the
process - so that weaknesses can be proactively addressed and managed before they lead to a lower selling price.
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7. Lack Of A “Big Picture” Perspective.

Sometimes owners are not aware of all of the trends regarding buyers in their industry. For example, there may be qualified and, especially, motivated buyers coming from outside the industry or outside the geographic region. It is important
to attract as many of these motivated buyers as possible because: if you have only one buyer, that buyer has you.

8. Having Realistic Expectations

By overpricing your business, you are going to limit the number of interested buyers. Money is green and if you do not
have realistic expectations you will make all of the other business look more valuable.

9. Failure to assemble a professional team with Franchise Experience
The skills and knowledge necessary to own and operate a business are not the same as those required to navigate the

many details of selling it. In addition, selling a franchise business is not the same as selling your local deli. There are a
lot of things you need to consider that normally you wouldn’t have to – franchise agreements, franchisor approval,

disclosure documents and so on. As a seller, you’ll be at a great disadvantage if your team is missing or lacking in the
department of franchise resale expertise.

That is why the only way to assure the most advantageous and timely transaction is to work with a professional
brokerage team that have an expertise in franchise resales.

Why Should I List My Business
for Sale With A Business Broker?

The short version: better results. Business brokers and intermediaries specialize in preparing, pricing and marketing

businesses for sale. Additionally, they are connected with a pool of potential buyers. You can focus on running and
improving your business, while your business broker is finding and screening the buyers, and guiding the process to a

successful closing. Given this expertise and focus, you are far more likely to sell at an optimal asking price and optimize
your net proceeds, all in a shorter period of time.

Some of the Benefits of Using a Business Broker:
• They invest a significant amount of time and money in marketing your business for sale
• They know how to target the right buyers

• They’ll negotiate the contract for selling your business

• They’ll help you close the deal by working with the buyer, the landlord, the banks & the Franchisor
• A broker knows how to navigate all the legal documents, requirements for the sale & the closing
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Real Questions. Real Answers.

12 Questions That Other Sellers Have Asked
1. How Long Does The Resale Process Typically Take?

On average, selling a franchise will typically take around 6-12 months. There are various factors that can influence the

ultimate timeline for successfully closing a deal. Some of the most common include: Inaccurate records, high valuations, industry requirements, bank financing, difficult landlords, new franchisee training and much more. In addition, we
must obtain the franchisor approval which varies from system to system (can take anywhere from 30-90+ days). The
process of selling a business is more like a marathon than a sprint.

2. Should I Extend My Lease Prior To Selling?

In the majority of cases, the answer will be yes but it depends. For example, if your current location is far from ideal then

you might decide against renewing your lease sooner than you have to. As a rule of thumb, you should operate the
business as if you were going to own it long-term, but beware that a short-term lease could be a roadblock in a deal.

3. Will The Franchisor Require A Remodel Or Upgrade Prior To Selling?
It depends on the terms of your franchise agreement, the remodeling schedule and whether you are past due for an

upgrade. Depending on the Franchisor and the franchise system, you’ll experience something different. For instance,
Dunkin’ Donuts and McDonalds are going to be stricter about enforcing scheduled upgrades and remodels than smaller
franchise brands.

4. I Want To Sell One Store But I Own Multiple Stores – Is This Possible?

Yes, in most situations, it is possible to sell any number of stores together. We recommend trying to avoid selling off
standalone, poor-performing locations, because there won’t be much a market for them. Another way to go about this
would be to pair a weaker store with a stronger one. If you have the ability to give the buyer multiple locations, you

might want to consider it. You should also consider how the sale is going to impact your relationship with the Franchisor.
Some systems encourage this type of behavior but others not as much.

5. Should I Talk To Other Local Franchisees About My Plans To Sell?
It depends on your relationship with these other franchisees. Selling to an existing franchisee that’s already in the
system could be the easier option since they know the business and you can save on the broker’s fee, but you have to
understand that an existing franchisee usually will not pay as much as someone that’s trying to enter the system. They

are also more likely to drag their feet if they don’t believe you have any other buyers. When you involve a professional

business brokerage firm it indicates to them that other people are interested which forces them to take decisive action
while ensuring that you receive the best offer. It keeps everyone honest.

6. Should I Talk To My Employees About Purchasing?

There’s always a risk involved with disclosing your plan to sell to your employees. Regardless of whether they may be

a strong candidate, they might tell other employees or get nervous themselves and jump ship early. Therefore, you
should definitely exercise caution when talking to your employees and use your best judgment. Make sure you consider
the financing and capital requirements for your system.
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7. When Should I Let The Franchisor Know About My Plans To Sell?

There are two schools of thought in regards to notifying the Franchisor. Some believe that you should let them know as

early as possible so that you can see what type of support they can provide (i.e. potential buyers, help with evaluation).

On the other hand, some people believe that you should only let them know once you have signed contract with a quali-

fied buyer. The benefits to this approach are that you can operate the business and keep the status quo for as long as
possible. Some Franchisors may not provide you with the same level of support once they know you want to sell.

8. What Is My Franchise Worth?

Pricing strategies differ depending on the case and the brand. Some Franchise networks might have a price ceiling in
place to avoid over-priced resales. Other factors that need to be considered are overall sales trends, off-balance sheet
items, when the actual lease is up for the building and whether or not you’ll be getting development rights. While the

strategy varies by Franchise brand and territory, ultimately all businesses are sold based on EBIDTA. It’s a good idea to
ask other Franchisees who have recently entered or exited the system to get a rough idea of the type of rate they’ve sold
for. Your best bet is to reach out to a broker with experience selling franchised businesses.

9. Will The Franchisor Approve My Buyer?
The difficulty of Franchisor Approval varies by industry and by brand. The basic requirements are usually found on the
franchising section of a brand’s website. For some franchise systems, you need to be an approved buyer in order to
even bid, but some franchisors don’t care nearly as much and they’ll approve just about anyone within reason. It’s

important to remember that most franchisors are trying to award the units not sell them and they are careful about
who they bring into the system.

You have to remember that they have the whole system to protect – bad business has an exponential impact. That’s

why more established systems and certain industries need to be a lot more selective. Qualifications usually relate to
credit score, net worth or experience.

10. My Profits And Losses Are A Mess And Have Many Non-business Expense Line Items, What Should I Do?
This is when you should get help from an experienced broker. We see this all the time. An experienced broker will work
with you and your accountant to address the issues so that you can financially, present your best numbers. It is common

for profits and losses to not tell the whole story. If you get the help you need and you’re honest with us, then we can
deliver the best possible offer.

11. Do I Have To Stay Involved In The Business After The Sale? If So, For How Long?
The buyer will go through Franchisor training so you might not have to be involved. Ultimately, it depends on what the

buyer’s expectations are. Understand that buying a business is a long and emotional process, so a buyer wants to feel
like you’re doing everything you can to make them successful. A good rule of thumb is that you should be prepared to

stay on the job for free for at least a full month. After that, then you can negotiate a consulting rate for any ongoing assistance.
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12. Does the Franchisor have a restriction on how much I can sell for? How does the Franchisor
evaluate the economics of the transaction?

In some cases, the Franchisor will set a price cap and they actually will reject a deal that is unfair to the buyer. You have
to remember that in the eyes of the franchisor their clients are the franchisees. As a new customer (i.e. potential

franchisee), they want to make sure that they are setup for success which means accepting an offer that’s within reason.
For some of the less established franchise systems, the Franchisor may never reject a deal.
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“By failing to prepare, you are preparing to fail.”

― Benjamin Franklin

Exit Timeline

PREPARE

FIND BUYER

NEGOTIATE

PRE-CLOSE

CLOSE

Prepare
• Gather Required Documents
• Adjust Your Financials
• Determine The Asking Price
• Prepare Marketing Materials
• Create Sales Memorandum
• Anticipate Buyer Questions
• Identify and Address Challenges

Find Buyer

• Prepare Confidential Teasers
• Proactively Egnage Qualified
Buyers (Phone, Email, Mailings)

Negotiate

• Negotiate Price, Terms &
Conditions

• Confidentially Advertise On Lead
Generation Sites
• Building A List Of Qualified Buyers
• Qualify & Educate Buyers While
Answering Any Questions

• Financing Contingencies
• Training Expectations
• Transfer & Assignment Fees
• Exclusivity Clause
(No Shop Clauses)

Pre-Close
Items
• Purchase Agreement & Contract
Signing

Closing
• Transfer of the Funds, Transfer
of Ownership, Handed the Keys
• Transition Period Begins
• All Contracts Are Executed
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• Financial & Operational Validation,
Due Diligence
• Review & Assign Lease
• Financing Secured
• Franchisor Training & Approval

“By failing to prepare, you are preparing to fail.”

― Benjamin Franklin

We're Cut From a Different Cloth
At Kensington Company, it probably won’t take long for you to realize that the only invested interest we have, is your best
interest. Unlike most brokers nowadays, the promise that we make to our clients is that we will never tell you what you

want to hear, we’ll tell you what you need to hear. We don’t believe in a cookie-cutter approach when helping people sell

their business. Our brokers follow a structured method that is designed to bring you offers to the table, while maintaining
confidentiality and minimizing business interruption.

Sure, we can go through our entire 20+ year track record and talk about all the awards we’ve won, all of the deals we’ve

closed or the countless number of mentions that we’ve had in press. The truth is though, none of that really matters. What

matters is that we’ve been there before. We’ve been in your shoes and we know what it takes to get where you want to go.
Whether it’s a single unit or a multi-unit network, Kensington Company is ready to guide you at every step of the way.

Thinking of Selling your Franchise? Let Us Know
Whether you plan to sell now or later, it's never too early to get an honest opinion from those
that do it best. We've literally helped hundreds of franchise owners just like yourself go from
zero to sixty from start to close. If you have questions I'm sure that we'll have answers. Speak
with an expert today. We are always just a click, or phone call away.
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