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YourBusiness

The basics of buying, selling a business

BY GARY EINHORN
ForThe Spokesman

hen thinking about
buying a business, it
is important firstly

to know thyself. To ask one-
self the question: Am I suited
to become

buying a business has pros and
cons relative to starting one’s
own. Buying a business is basi-
cally a turnkey situation. Start-
ing one’s own saves the expense
of purchasing one, but has
many challenges — least of all
is start up expenses and having

an entrepre- to create a business without a
neur? Do roadmap.
I have the In purchasing a business, one
qualities and must decide will it be a fran-
tempera- chise situation or not. This will
ment to be most often require not only an
an entrepre- " upfront investment, but an on-
neur? Dol Einhorn going fee to the franchise com-
enjoy work- pany. It also may have restric-
ing alone? Can I live without ~ tions as to how the business can
the guarantee of a weekly or be run. In a non-franchise sit-
monthly paycheck? uation, one has the freedom to
If the answer to these sim- operate as they choose.
ple questions is an affirmative There are many points to

one, then you must ask yourself:
What business should I be in?
What skills do I have that will
influence the type of business
that I choose to buy?

It is important to note that

consider. For example, what are
the long term possibilities for
growth? What is my competi-
tion? Do I want to manage em-
ployees? Will it be a brick-and-
mortar business or online? Or a

combination of both?

It is important to ask for at
least three years of income state-
ments signed by the preparer
and the owner. Also, ask for
three years of tax returns, which
gives you the ability to note any
discrepancies. This is the very
least to ask for.

You may also want to ask:
Will the owner provide training
and for how long? Will there
be a noncompete agreement
signed by the owner and for
how long? Is there inventory to
purchase? What part of the ask-
ing price is “blue sky?” Blue sky
is basically goodwill and a list of
accounts, suppliers, etc.

This all goes hand-in-hand
with learning how to sell a busi-
ness. It is important to decide
whether to sell a business on
one’s own or with the help of a
commercial broker. Selling on
one’s own saves a broker’s com-
mission, but requires advertis-
ing, word-of-mouth contact and

dealing with the many inquiries
that will eventually come.

I have sold three businesses
of my own. In two cases I sold
on my own and one time I
used a broker. It is a challenge
to operate your business and
attempt to sell it at the same
time. An experienced broker
may charge anywhere from
6%-10% of the selling price, as
a general rule.

How does one value a busi-
ness? And if there is inventory,
do you sell it separately? In the
past, I have chosen to sell them
separately in order to keep the
selling price of the business
reasonable to the prospective
buyer.

There are many ways to value
a business. I will mention two
formulas. One is to price your
business as equal to your gross
sales. Another is multiply your
net income before taxes by 3.5-4
times.

It is helpful to ask one’s ac-

countant or attorney for their
input. One should also ask oth-
ers in a similar business for their
input. I found it important to
sell my businesses to someone
who I believed would be suc-
cessful and carry on what T had
created. The amount of hours to
be given to the new owners and
the length of time in a noncom-
pete agreement are negotiable
items. Be prepared for the buyer
to want to negotiate the asking
price.

There is a cardinal rule that
a business is sold for what the
buyer is willing to pay and the
seller is willing to accept. Be
prepared to have your income
statements, tax returns, invoices,
bank accounts and credit card
statements available. Do not
provide any information with-
out the potential buyer signing
a noncompete, nondisclosure,
confidentiality agreement with
a significant penalty for not
abiding by the agreement. This

could be $50,000, more or less.

Lastly, you must decide
whether to accept only a cash
deal and/or carry the paper.
This means providing a loan to
the buyer with collateral that
can be attached if the buyer
forfeits on the loan you are car-
rying. If the buyer offers cash
or payments, it is important to
consult with your tax accoun-
tant as to what is in your best
interest. Some sellers demand
a cash deal because they do not
want to entertain the possibility
of a default. I cannot state em-
phatically enough how import-
ant this issue is.

I would most appreciate com-
ments and feedback on this arti-
cle from readers. Please contact
me if you have any questions.
® Gary Einhorn was born in

Brooklyn, New York, and lived for
33 years in Ashland. He owns The
Entrepreneurial Ear. Email him at
{spanjgaryae@gmail com{tspant or
call 541-292-6177.

Terrebonne business expands to Eastern Oregon

BYJOHNTILLMAN
EO Media Group

Rocky Hegele of Terrebonne has brought full
fire protection services and other diversified busi-
nesses to Eastern Oregon.

Hegele's main company is American Sprin-
Klers Inc. with offices in Terrebonne and Portland
and now with regional headquarters in Pendleton.
American Sprinklers has a number of present and
prospective fire protection projects in Condon,
Boardman, Hermiston, Pendleton, Enterprise and
Baker.

“When we first moved into Eastern Oregon,
we bought Western Automatic Sprinkler in La
Grande;” the 47-year-old Hegele said. “They sprin-
Kler buildings from La Grande to Ontario, but there
wasn't enough work in that territory, and the roads
to Pendleton and Hermiston in the winter were a
problem, so we moved our base of operations to
Pendleton”

The company even is doing work at the Eastern
Oregon Regional Airport in Pendleton, he said, but

Yasser Marte/East Oregonian
Travis Hegele poses in American Sprinklers Inc’s new
premises Tuesday, Oct. 25,2022, at the former Stang-
ier Auto Supply building, 128 S.E. Second St., Pend-
leton. He and his brother, Rocky Hegele, operate the
company, and are making the building into a regional
headquarters.

he could not discuss details.

A few active, planned or possible Pendleton fire
protection projects include phase one of the Pendle-
ton Childrens Center, the old Forest Service build-
ing on Southgate, the Odd Fellows Temple and the
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former Marigold Hotel. Hegele also has bought a
business in La Grande and many commercial and
residential properties in Pendleton.

Hegeles dad, Chuck, founded American Sprin-
Kler in Central Oregon in 1975. It remains a family
company. His mom, Connie, wife, Alisha, and sister
Candy work in the office. His brother, Travis, concen-
trates on business in Central Oregon and Portland.
American Sprinklers’ business lines, including farm-
ing, employ 22 people. Before his father’s death in Au-
gust at age 73, Chuck Hegele was able to show Rocky
Hegele the company’s operations in Eastern Oregon.

Among the properties Rocky Hegele bought or
leased in Pendleton are four buildings at the airport,
4900 18th St., five structures in the Westgate area,
around the thrift store and Club 24, 1845 S.W. West-
gate Place, and the former Stangier Auto Supply
store, 128th, S.E. Second St.

“And a pretty nice house,” Hegele added. “We just
closed on the old NAPA store. Thatll be our local
headquarters. we're building nice studio apartments
in the shop. Wed like to hire locally, but our employ-

ees are a specialized group. They have to work far
afield. They might pull into the shop at 8 p.m”

Hegele bought another house for his crew within
walking distance of Mac’s Bar & Grill

“Our guys work hard and play hard,” he said.
“They don't need to drive company cars to the bar”

American Sprinklers has a 14,000 square foot fab-
rication production shop, as well as a complete line
of heavy equipment. It also installs gas, water and
steam lines and has full design capabilities.

“My dad taught three things,” Hegele said. “One
was to be diversified. Be able to do different things.
Another was don't borrow. Were debt free. The
main thing though was that money is condensed
time. Money is what you take out of the time you
put in. He and mom started with nothing”

American Sprinklers handles all phases of fire
protection, from engineering and design to instal-
lation and maintenance. Hegele said his company
is sensitive to interior design goals. New technology
has allowed sprinklers to be aesthetically pleasing,
while still offering a ready defense against fire.
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