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The Succession Plan

          Do it now, it’s never too soon to understand the key issues to provide maximum value at time of sale.

          Family, staff or third party transfer of ownership.

          Work with professionals: Accountant, Lawyer and Business Broker.

Key Issues

          Business Value
·   Business Plan
·   Document all cash and profits including owner perks
·   Remove redundant assets
·   Staff responsibility
·   Regulatory issues
·   Accounts receivable and inventory cleanup
·   Fresh, clean appearance
The Transaction

          Most mid sized Canadian businesses are sold as a sale of shares. This is driven by the tax advantages   to the owner.
· To take advantage of the income tax capital gains exemption, the business must qualify under the CRA rules.
·   Redundant assets over a two year time period is a critical aspect.
· If the capital gains exemption is not available, the owner will probably sell the assets of the business   which is the mode preferred by most buyers. This results in a taxable income stream to the business.
Time Frame

          Two years  prior to sale for the redundant asset test period.

          Marketing and sale process is typically nine to eighteen months.

          The best value comes to the owner of a growing business. Don’t wait too long.

          Seller’s market may not last.

          Many qualified buyers

          Low cost of financing

Terms

          Terms are as important as the price

          Buyer should be prepared to invest an equity position of about 30%.

          Banks will generally finance assets.

          Goodwill financing requires other sources such as BDC or family.

          Often owner financing is required to complete the deal. 

Choosing a Business Broker

· Choose a Broker you can trust to act for you in a professional and confidential manner

· The Broker should have a proven record of closing deals where both parties to the transaction are  reasonably satisfied.
· Find a Broker willing to work with you in the planning stages to gain the best understanding of the business.
