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For most owners, exiting their business is a monumental step. Whether the transition
involves shifting control of the company to a key employee or a group of employees, gifting
it to a family member, or stepping aside as it’s recapitalized by an outside entity, it's a
pivotal moment. Having an exit plan — allowing business owners to transition their business
on their terms — is crucial to exiting a business successfully.

Think of an exit plan as guidance to successfully transition your business in a way that
aligns with your needs and objectives on a timeline that works for you. This Selling a
Business Checklist will help guide you through the high-level discussions and planning you
will need to prepare for your eventual business exit.



] Step 1

Understand Your Goals and Readiness to Exit

) Determine your personal goals and objectives and prepare a Personal Financial Plan:

Establish retirement goals and priorities.
Determine retirement timeline.

Determine if there is a funding gap by taking into account all personal financial
resources to fully fund the desired retirement or next phase of life.

L Review and update estate plan and documents such as your Last Will and Testament and any
trust documents.

L Fill any funding gap, which may include revamping your personal financial habits and your
retirement date if needed.

O Identify goals and objectives for the business, management team, employees and establish
your exit timeline.

(' Understand what your life will look like post-sale:

Determine mental readiness to exit your business.

Establish lifestyle goals, hobbies, community involvement, or part time work for post-sale
retirement.

Focus on other business ventures or opportunities.

] Step 2

Educate Yourself and Determine Your Exit Path

L Assess your exit options by evaluating all strategies available and the pros/cons of each:

Internal transfer/sale options: External transfer options:
Sale/transfer to family member(s) Sale to third-party or competitor
Management buyout Private equity group recapitalization
ESOP (Employee Stock Ownership Plan) Gifting to charity

Gifting to family
L Understand the value of the various exit options, including the tax liabilities of each.
L Determine the exit path that aligns with your goals and objectives.

[ Establish a written exit plan.



] Step 3

Maximize and Protect Your Business Value

L Understand current value of the business by obtaining a formal or informal business valuation.

L Maximize and grow business value:
Reevaluate financial reporting quality if company financial statements are not audited.
Analyze cash flow or enhance capital efficiency.
Review inventory turnover or cash collection cycles.

(L Create a business structure for a sustainable business without you:
Assess owner dependence
Address key owner dependence issues outlined in our Insights blog: How to Determine

If Your Company is Ready to Transfer or Sell

Determine compensation plan to retain key management team members before, during
and after business sale.

L Protect your business value:
Outline business continuity plans
Review or establish Buy-Sell Agreements
Review all insurance policies:
e Key Person insurance coverage * Property and casualty
e Overhead expense coverage e Professional liability
® Buy-Sell Insurance

] Step 4

Assemble Your Team and Execute Your Sales Strategy

(L Establish Your Advisory Team, with assistance from Hancock Whitney, as needed
Hancock Whitney Banker
Financial Planner and Wealth Advisor
Exit Planner - Project Manager
CPA
Valuation Expert

Legal Advisors, including an estate attorney, business or corporate attorney, and M & A
attorney

Insurance Specialist
Business Consultant/Coach
Transaction Intermediaries: M & A advisor or Investment Banker


https://www.hancockwhitney.com/insights/how-to-determine-if-your-company-is-ready-to-transfer-or-sell
https://www.hancockwhitney.com/insights/how-to-determine-if-your-company-is-ready-to-transfer-or-sell

] Step 5

Implement the Sale of Your Business

() Pre-Sale Due Diligence
Gather all necessary documentation including:

Asset lists

Inventory lists

Intellectual property rights

Copies of license

Operating requirements

Seller/distributor agreements and contracts.
Procedure manuals for company operations
Employee files

Tax Returns

Attestation that company is in good standing
Financials and cash flow statements
Accounts Payable Aging and Accounts Receivable Aging

L Determine a plan for smooth transition of management:
Establish advisory board for business.

Establish formal management structure, including HR Representatives, CFO, CEO, COQ,
etc.

Select management team to participate in negotiations and clearly establish their roles.
Determine which management team members are likely to become future business
owners, if any.
O Work with M&A advisor to market the business
Construct a list of potential buyers or private equity groups
Send out one-page confidential description.
Interested parties sign confidentiality agreement
Send out information memorandum

L Screen potential buyers
Obtain confidentiality agreements
Negotiate with potential buyers

(J Deal Structuring
Obtain Letter of Intent from buyer
Buyer due diligence within the business



Legal advisors draft purchase and sale agreements
Determine structure of the transaction:

e Stock Sale
e Asset Sale

Review Corporate Structure
Non-compete agreements

Key employee employment contracts
Earn-Out agreements

Seller financing agreements, if required

Invest net proceeds according to your desired lifestyle needs.

Selling Your Business Successfully

Your Hancock Whitney Banker can work with all parties involved to help build your exit plan —
from conducting an informal business valuation and reviewing your financial plan,
to identifying any funding gaps that we can help solve.

We're ready to be your financial partner by providing access to our expertise and b-star
service, and we look forward to working with you. Call us at 1-800-651-9227 to schedule
a meeting.
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