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Five factors that affect the value of your business
There are many factors that affect the value of a small business.

A business is not valued solely on seller's discretionary income or revenue. Although 
these measures are important many other factors come into play.

1. Business location
A business located in a remote or rural area may not be as valuable as one in a high 
density area. Especially one that needs to have customers close by to grow. The 
desirability of a location can affect whether a buyer will show interest at all. A seller 
needs to keep in mind that most buyers will be living close to the business they are 
considering buying. If the buyer doesn't like the area where the business is located they 
will most likely skip it or value it less than they would otherwise.

2. Inventory
Businesses have varying amounts of inventory and equipment. A buyer will pay less for 
a business with older equipment but more for a business that includes inventory. How 
much less or more depends on the age of the equipment or the usefulness of the 
equipment and how much inventory.

3. Leasehold Improvements
Most businesses include investments in the building which are referred to as leasehold 
improvements. Investments into the building by the seller will make the business more 
valuable. However, businesses where the buyer intends to move to a different location 
will be valued less than it would otherwise.

4. Intangible factors
There are many factors that are considered intangibles that can dramatically affect the 
value of the business.   One of the most critical factors is the amount of documentation 
provided by the seller to justify the expenses claimed on tax returns.   Many sellers take 
advantage of the tax code which allows for numerous deductions regarding business 
operations.   However when selling a business the more profitable the business is the 
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more valuable it is.   So for a seller, everything they do when running the business to 
minimize taxes actually works against them when selling the business.

5. Profitability
Not only are buyers concerned about how profitable a business is but lenders pay 
particular importance. In fact, a business which cannot support the cost of operations 
including a loan payment will not be approved for a loan by a lender.    

For more information on what factors affect the value of your business or what your 
business may be worth call us today at (661) 810-2446 or visit us on-line at 
www.azarandassociates.com
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