5 THINGS TO KNOW
ABOUT SELLING A
BUSINESS

SELLING
All business owners will
eventually go through an exit. As
an owner, you need to be prepared
to transition the business to
family, employees, IPO, or an
outside buyer. As a seller it is
likely you want to receive the
highest price possible for your
business; but keep in mind buyers
want to pay as little as possible for
businesses. Here we have listed
key pieces of information to assist
you in getting the best value for
your hard work.
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STRUCTURE
Deals can be structured as asset transactions or stock transactions. There are
pros and cons for both buyer and seller and can vary depending on the industry
and tax basis of the seller. It is wise to consult your business attorney and CPA
to see which structure is best.

a . Asset Transaction – The buyer creates a new entity and provides

“consideration” in exchange of seller assets, including goodwill. The seller
is left with the selling entity in a non-active form.

b . Stock Transaction – The buyer purchases shares in the corporation or

membership units in a limited liability company. This is one way in which
the seller might retain some ownership for some length of time. Typically,
the assets and liabilities stay with the company; but, all of them can be
negotiated depending on the objectives of the buyer and seller.
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CONSIDERATION
Tax planning is essential to selling a business. Sellers should be concerned with
the corporate and individual tax considerations of any deal structure. It is
recommended sellers consult with trusted professionals such as accountants
and attorneys to have a thorough understanding of an offer before acceptance.
Sellers may even discuss trusts and estate options with wealth advisors for
earnings from the sale. Typically, there are three forms of consideration:

a . Cash – money paid at

closing in certified funds.

b . Seller Financing – money

paid over-time with an
annual interest rate to the
seller which is guaranteed
with a promissory note.

c . Earnout – money paid to the seller if (and only if) certain conditions are
achieved by the business in the future. Consult your advisor and
accountant prior to agreeing to an earnout because they need to be
structured correctly and be easy to audit.
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DUE DILIGENCE
Once a seller has accepted an offer, the due diligence phase begins. This is an
in-depth look at extensive documentation, research, and planning necessary to
prepare a business for sale. Depending on the industry and size of the business,
due diligence periods can range in length. Several common business pieces
reviewed during this process include legal issues, assets, property, material
contracts, inventory, management, sales, human resources and many more.
Sellers would be wise to conduct their own due diligence and have this ready to
go when the time is required. A company is worth more if it has a due diligence
file already constructed.
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TIMING
If you plan to sell a year or more down the road, your focus should be increasing the
value of your company prior to the sell-side process so that you can maximize your
value at exit. If you are looking to sell within the next 12 months, determine how
long you want to stay around for the ownership transition period.

Are you looking to retire?
Semi-retire?
Stay in the business as an employee?
What does your timeline look like?
How do you want to exit?
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LEGACY
We congratulate you if you are in a position
to sell your business. Your business may
represent the aspirations, achievements, and
struggles of one or more generations. If you
envision the continuation of your legacy,
consider selling to a trusted family member
or seasoned employee, or a firm that shares
the same culture and values so that your
legacy will remain long after you are gone!

Here at Black Diamond our job is to successfully guide
you through your transaction. If you're selling a business,
give us a call! We are here to help.

BlackDiamondMA.com

