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Executive Summary

Selling a small business presents a once-in-a-lifetime opportunity to transform not
only your financial future but also your family’s legacy. Yet, despite the high stakes,
most business owners miss the mark. Only about 6% of owners genuinely maximize
their family’s wealth when they sell. Even more startling, just a third feel confident
they achieved the best possible outcome, and even fewer walk away completely
satisfied. But here’s the good news: with the right planning and expert guidance,
you don’t have to be part of that statistic.

Currently, it is a seller’s market. Demand for small businesses is surging, especially
in fields such as technology, healthcare, home services, and e-commerce. Private
equity firms are competing to acquire and consolidate smaller companies, driving
up valuations across various industries. If you are in the right sector, potential buyers
may be searching for you and are prepared to pay a premium.

So, why do so many owners fall short? The reasons are clear: unrealistic valuations,
disorganized financials, unqualified buyers, and negotiations that collapse at the
finish line. Add the emotional weight of letting go, and it’s easy to see how even
savvy entrepreneurs can get stuck. However, every challenge is solvable. The key
is preparation—early, thorough, and strategic.

One of the biggest missed opportunities is tax planning. Most owners wait too
long to consider legal and financial strategies that could greatly reduce capital
gains and estate taxes. By the time they reach the negotiation table, it is often too
late. Similarly, after the sale, many fail to update their estate plans or align their
investments with new goals, leaving potential wealth on the table.

But it doesn’t have to be this way. When you look beyond merely selling your
business and instead concentrate on establishing a post-sale legacy, you transition
from just cashing out to fostering long-term financial security. That’s the power of
maximizing family wealth.

This white paper outlines both the challenges and the roadmap to overcoming them.
With the right advisors, a solid plan, and a clear understanding of what’s at stake,
you can take control of the process and emerge successful.
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Success Tips /

1. Leverage best practices to maximize family wealth when selling your small
business.

2. Hire a valuation expert or accountant to provide an objective assessment that
justifies the asking price.

3. Itis essential to ensure that all financial and legal statements are accurate
and current is essential. Therefore, utilize professional services to ensure all
documentation is precise.

4. Hire professionals such as accountants experienced in preparing companies
for sale and business brokers who can connect you with the right buyers. This
often leads to better results.

5. Set clear goals before negotiations and work with experienced negotiators
proficient in the Everyone Wins Process.

6. Do not focus just on your company's sale and the price. Astute financial
planning may be able to reduce your capital gains and estate taxes.

7. Utilize wealth management solutions to strategically and creatively oversee the
proceeds from selling your company. Ensure they align with your new goals
and effectively tackle your emerging concerns.
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Only about 6% of business owners maximize family wealth when they sell their
companies, including most owners who wish to sell but do not succeed. About
30% of business owners who aim to sell actually complete the sale within two years.
Among those who do sell, only about a fifth report being extremely satisfied with
their financial outcomes.

If you have a small business and want to sell it, these numbers likely fail to give you
confidence in the outcomes. But these are statistics. Remember, you can maximize
family wealth when you sell your small business if you take the right steps.

A business is usually considered “small” if it has fewer than 500 employees, annual
revenue below $41.5 million (which varies by industry), and is independently owned
and operated. Consequently, small businesses make up the majority of businesses
in the U.S. and worldwide.

Strong Demand for Small Businesses

Currently, it is a seller’'s market for small businesses. Numerous industries have
rebounded from the effects of the COVID-19 pandemic, leading to growth in many
sectors such as e-commerce, healthcare, technology, and home services.

There is a steady demand for small businesses valued under $5 million, particularly
in service industries, franchises, and manufacturing. Private equity firms have
increasingly engaged in this process, acquiring small businesses in specific sectors
to build larger, more profitable companies that can be sold. More precisely, private
equity firms aggregating small businesses is a major driver of acquisitions.

Many small business buyers face stiff competition for high-quality businesses,
especially in sectors that are recession-resistant or offer sectors such as SaaS,
subscription services, and home services. For certain industries, especially those
with recurring revenue or strong growth potential, the valuations are continuing to
rise.

At the same time, the supply of small businesses for sale is growing. A lot of this is
due to demographics.

Reasons to Sell

A survey of 196 small business owners conducted by Prince & Associates indicates

indicates that the primary reason for selling is being offered a favorable price. [Exhibit1]
Forexample, if you are in an industry where private equity is consolidating businesses
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like yours, their valuation of your company may be too advantageous to
ignore. Consider it this way: if someone approaches you with a desire to
buy your company and offers you more than you anticipated, you might
very well decide to sell.

The second most common reason for selling a small business is the
decision to retire. Often, business owners opt to sell when no capable
successor is available to take over the company, especially if their children
have different interests. Therefore, to retire, they need to sell. Nearly 15%
reported that health concerns motivated them to sell their companies.
Another 10% desired to explore different interests, while almost 8% cited
other reasons. If you decide to sell, you will likely have several reasons,
with one or two standing out more than the others. What is important is
that you reflect on your reasoning, and if you choose to sell, take steps
to maximize family wealth.

Maximized Family Wealth

Notably, among the 196 small businesses that sold their companies, 56%
are uncertain whether they maximized family wealth. Thirty-three percent
believe they succeeded, while 12% think they did not.

In our experience, many small business owners think they have maximized
family wealth by selling at a reasonable price. While securing a favorable
price for their companies is essential, it does not necessarily mean
they have maximized family wealth, as many small business owners are
unaware of whether they have adequately minimized taxes on the sale. As
we will explore below, the best practices that could help them maximize
family wealth from selling their company are not commonly adopted.

Many small business owners contact us just before closing their sales to
ask about legal ways to avoid paying taxes on the sale. We must inform
them that they must pay the taxes at this stage, as nothing can be done.
Although strategies to reduce taxes when selling a company may exist,
these approaches must be implemented before signing a letter of intent.

EXHIBIT 1

Primary Reason to Sell

@® Favorable price 39.2%
Retirement 29.6%
Health concerns 12.8%
Something else 10.7%

® Other 7.7%

EXHIBIT 2
Maximized Family Wealth
® Yes 32.7%

No 11.7%

Uncertain 55.6%

This and other studies indicate that many business owners do not maximize family wealth, which can be
harmful. However, when selling your company, you can ensure you put as much money as possible into

your family’s pockets.
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SUCCESS TIP: Leverage best practices to maximize family wealth when selling your

small business.

Let’'s explore the challenges you face when selling your company to secure the best price. We will then
focus on ensuring that your family retains as much of the proceeds as possible.

Seller Challenges

Selling a small business involves many challenges, and owners
frequently encounter financial and emotional obstacles. We identified
four significant selling challenges in the survey of 196 small business
owners who eventually sold their companies. |Exhibit 3|

Valuation Challenges

Rich has owned a plumbing business for a dozen years.
He believes his company is worth $2,000,000 because
of its strong brand reputation and loyal customer base.
However, a potential buyer only offers $1,400,000. Rich is
frustrated but later hires a business appraiser, who values
the bakery at $1,800,000. This helps him set a realistic
price and close the deal.

EXHIBIT 3

Seller Challenges

® \/aluation challenges 72.4%
Financial considerations 79.6%
Finding qualified buyers 69.4%

® Negotiating the deal 71.4%

One of the most critical aspects of selling a business is determining its fair market value. Many small
business owners struggle with overvaluation because of their emotional attachment to the company,

believing it is worth more than what the market is willing to offer.

Sometimes, a lack of proper financial records or industry benchmarks can lead to selling the business
for less than it’s worth. An accurate business valuation is essential, as buyers seek a clear picture of
profitability. Poorly maintained or inconsistent records can lead to distrust and lower offers.

/" SUCCESS TIP: Hire a valuation expert or accountant to provide an objective assessment

that justifies the asking price.
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Accurate Financial and Legal Statements

Mark runs a manufacturing company but hasn’t maintained adequately
detailed financial records. He struggles to provide clear reports when a
buyerrequests tax returns, profit margins, and sales trends. As a result, the
buyer loses confidence and withdraws their offer. Mark then collaborates
with an accountant to organize his financials properly, attracting a new
buyer who proceeds with the sale.

The sales process involves several financial and legal hurdles. Purchase agreements,
noncompete clauses, and asset transfers all require legal expertise. Cash flow
statements, other financial documents, and all contracts must also be current.

/b SUCCESS TIP: It is essential to ensure that all financial and legal
statements are accurate and current. Therefore, utilize professional
services to ensure all documentation is precise.

Finding Qualified Buyers

Sally owns a marketing consulting firm and decides to sell it. After listing the
business online, she receives dozens of inquiries; however, most come from
competitors fishing for financial details or individuals without the necessary
funds. One buyer seems promising, but they back out at the last minute
after six months of negotiations. Frustrated, Sally hires an accountant and a
business broker. The accountant helps Sally prepare her company for sale,
including organizing her financial statements. Subsequently, the business
broker introduces her to several qualified potential buyers. One of the buyers
ultimately purchases her company.

Finding a serious, financially qualified buyer who shares the seller’s goals can be
challenging. Many small businesses operate in niche markets or specific regions,
which limits the pool of potential buyers. Moreover, due diligence can uncover risks
or concerns that might lead buyers to withdraw, which is quite common. Ensuring
the company is well-prepared for sale is crucial to obtaining the best price.

/’» SUCCESS TIP: Hire professionals such as accountants experienced
in preparing companies for sale and business brokers who can
connect you with the right buyers. This often leads to better results.
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Business Broker Fees

Business brokers typically charge a commission fee ranging from 5% to 15% of the
final sale price. The exact percentage varies depending on factors such as the size
of the business, the complexity of the sale, and the broker’s experience.

For businesses selling for less than $1 million, commissions range from 10% to
15% of the sale price because smaller businesses are more challenging to sell and
require additional effort. The commissions on businesses priced between $1 million
and $5 million typically range from 8% to 12% of the sale price. Some business
brokers charge 10% on the first $1 million, 8% on the next $1 million, and so forth.
For businesses selling for more than $5 million, the commission usually ranges from
5% to 8% of the sale price, as larger businesses attract more buyers and involve
higher-value deals, allowing brokers to accept a lower percentage.

Some business brokers charge an upfront fee to cover initial expenses, typically
$2,000 to $10,000. Depending on the type of business and its operational practices,
some brokers may also assess ongoing monthly fees. These fees are sometimes
deducted from the final commission after the sale. Most brokers are paid only if the
business sells, so they are motivated to find the right buyer.

Negotiating the Deal

John, who owns a residential construction company, receives a $17.5 million offer; however, the
buyer wants to pay only $2 million upfront, with the remainder spread over four years. John is
concerned about the risk, especially if the buyer does not manage the company well.

Collaborating with his professional team, they negotiated for $7.5 million upfront and $5 million in each of
the subsequent two years, with the payment of $5 million in the first year secured.

Negotiations often lead to deals falling apart because of payment terms. Some buyers prefer seller financing,
where the seller receives payments over time instead of an upfront cash payment, which raises the buyer’s
risks. Additionally, disputes can occur over terms, as buyers may be reluctant to assume certain liabilities
or may expect that additional assets are included. Another consideration is that buyers may require the
seller to remain involved in the business for a period after the sale.
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/’: SUCCESS TIP: Set clear goals before negotiations and work with experienced
negotiators proficient in the Everyone Wins Process (see below).

The Everyone Wins Process

The most successful ultra-wealthy entrepreneurs excel at building and nurturing
business relationships in nearly any situation. Their consistent ability to do so is vital
to their substantial business and personal financial success.

To enjoy the substantial benefits of stronger business relationships, you must
take the initiative to build them. Adopting the Everyone Wins Process provides
a significant competitive advantage, as few attempt to enhance or optimize their
business connections. The Everyone Wins Process is highly effective in negotiations,
including deal-making for buying and selling companies.

The Everyone Wins Process consists of four main steps.

Step 1: Identify your self-interests. Begin by clearly outlining your most
significant goals, issues, and concerns.

e Step 2: Understand their self-interests. The foundation of outstanding
success is recognizing what others desire and require.

e Step 3: Appeal to their self-interests. By deeply understanding others’ self-
interests, you can take two fundamental approaches to help them achieve

their goals: direct alignment and added value.

e Step 4: Track results. Monitoring your outcomes can improve your SUCCESS.

Selling your company and overcoming the challenges we discussed are crucial for achieving the best price.
However, while vital, this does not entirely equate to maximizing family wealth.
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Financial Planning for the Business Owner

You will likely need to employ various wealth management solutions to maximize
your family’s wealth from selling your company. These include legal strategies and
structures and financial product-based solutions that can help lower capital gains
and estate taxes on the sale.

Most small business owners fail to benefit from financial planning before a sale.
[Exhibit 4| Remember that you must act before deciding to sell your company to enjoy
those benefits. Many steps cannot be taken after signing a letter of intent. Few small
business owners use wealth management solutions to minimize taxes, leading us to
conclude that while some believe they are maximizing family wealth by selling their
company, not all of them are.

EXHIBIT 4
Pre-Sale Financial Planning to Minimize Taxes
@ Estate taxes 11.2%

Capital Gains taxes 13.3%

SUCCESS TIP: Do not focus just on your company’s sale and the
price. Astute financial planning may be able to reduce your capital
gains and estate taxes.

Just as financial planning and wealth management EXHIBIT 5

solutions can reduce estate and capital gains Updated Their Estate
taxes for many small business owners, other Plans Post-Sale
wealth management strategies can also enable ® Yes 14.8%

you to profit wisely after the sale. One example is No 85.2%

structuring part of the sale proceeds to avoid taxes
on the growth of the assets—no income taxes, no
capital gains taxes, no taxes on distributions, and
no estate taxes.
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Few small business owners benefit from financial planning after a sale. EXHIBIT 6

For example, most would benefit from updating their estate plans, yet Investing the Proceeds
few have done so. [Exhibit 5| About half reported investing the proceeds in in Accord with Current
alignment with their goals and concerns, which suggests that some may Goals and Concerns
miss out on achieving the best possible results. |[Exhibit 6| ® VYes 14.8%

No 85.2%

Don’t know 24.0%
/" SUCCESS TIP: Utilize wealth management solutions to

strategically and creatively oversee the proceeds from
selling your company. Ensure they align with your new
goals and effectively tackle your emerging concerns.
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