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MANAGEMENT AND OPERATIONS

How to Prepare for Selling Your  
Restoration Business 

If selling your business is on the horizon,  
it’s important to start thinking about your  
succession plan now and put the pieces  
into place.
BY SETH VANDER WOUDE



T 
he restoration and remedia-
tion industry will see many-
more owners approach retire-
ment age in the coming years. 

If that applies to you, you may be 
wondering what’s next. As the time 
to consider selling your restoration 
business draws near, it is important 
to prepare for this transition phase in 
order to maximize the value of your 
company and preserve your legacy.

This is an exciting time since en-
trepreneurs, long-time employees, 
estimators, and adjusters will get 
the opportunity to become business 
owners—and successful sellers will 
get the opportunity to enjoy the val-
ue they’ve created with their families. 
While change often can bring uncer-
tainty and confusion, proper plan-
ning can make the sale and transition 
smooth and successful.

To start the succession plan pro-
cess, there are key components to 
consider: preparing your financial 
statements, choosing the right buyer, 
negotiating a fair structure in which 
all parties win, and picking the right 
bank. Let’s evaluate these to get a 
clearer look at what it takes to formu-
late an advantageous succession.

Preparing financial statements
The purchase price of a business is 
most heavily tied to the buyer’s per-
ception of how much cash flow the 
business generates.  Therefore, it is 
important that your financial state-
ments most closely reflect the true 
cash flow of the business. As busi-
ness owners, many become experts 
at minimizing their tax burden and 
maximizing the amount of eligible 
business expenses they report—these 
often include lifestyle expenses such 
as home offices, vehicles, insurance 
policies, travel and entertainment, 
and so much more. While these re-
duce your tax burden, they may also 
decrease the verifiable cash flow and 
the ultimate purchase price of your 
business. If you are going to deduct 
lifestyle expenses, make sure to care-
fully document those expenses and 
keep receipts in order to maximize 

the cash flow of your business that 
you can prove to a buyer.

Choosing the right buyer  
There are two critical questions to 
consider when evaluating prospec-
tive buyers:

• Does this buyer have the skills 
and experience to successfully 
complete this transaction, take 
care of clients and employees, and 
continue the business legacy?

• Does this buyer have the finan-
cial means to pay a fair price and 
close the deal?

Let’s start with choosing a buyer 
that has the necessary skills and ex-
perience to be successful. Sometimes 
this part of the decision process may 

be overlooked, but it is often the ma-
jor contributor to seller’s remorse. 
Your business is not only your pay-
check, but it is also something that 
you have built for many years and its 
legacy has significant value to you. 

Choosing a buyer that will pay you 
a fair price is important, but it’s not 
too much to ask for a buyer that will 
also take care of your employees, 
and clients and continue to nurture 
the company you started. After you 
sell your company, it can be very re-
warding to hear how pleased your 
employees and clients are with a new 
direction—and equally as remorseful 
to hear how poorly things are going.

Sometimes you may be faced with 
a decision that includes selecting 
between a buyer who may be pre-
pared to pay a slightly higher price 
but doesn’t have the skillset to run 
your business and a another candi-
date who cannot pay as much but is 
better suited to the business. Don’t 
overlook the impact this may have 

on your long-term happiness in your 
decision to sell.

Often the best candidates to pur-
chase your business might be right 
under your nose—a key employee, a 
family member, a third party such as 
an adjustor, or even a friendly com-
petitor. If they don’t have the capi-
tal to close the deal, it is important 
to take into account their ambition 
and determination. These folks, es-
pecially a key employee, often know 
the company model intimately and 
are best suited to run a restoration 
business. Before you conclude that 
person might not be interested or 
have the financial means, it’s worth 
having the conversation prior to ap-
proaching other third parties.

Negotiating a fair structure
The best succession strategies create 
opportunities for all parties to win. 
While it is important to maximize 
the value of your company in a sale, 
an unfair purchase price or structure 
could kill a deal during closing or 
even set a successor up to fail. Re-
member, the buyer should be able 
to purchase the business at a price 
where the cash flow of the business 
can fulfill all their company obli-
gations, personal obligations, bank 
debt, and still have enough cushion 
left over at the end of the day. If your 
proposed price doesn’t leave enough 
cash flow for the buyer, the deal will 
ultimately fall apart.

When negotiating a price and pur-
chase agreement, one tool to consider 
is involving a third party like a valua-
tion expert, consultant, CPA, or bank-
er. There are several companies that 
focus on advising restoration contrac-
tors and have looked at dozens, if not 
hundreds, of companies nationwide.
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The SBA program allows for  
business owners with varying levels  
of wealth on their personal financial 

statement to qualify.
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Picking the right bank
At the end of the day, the most critical 
element of a succession plan is setting 
the stage to get the capital in place. 
Both parties want an agreement that 
is mutually beneficial: The buyer gets 
the company and the seller gets paid. 
Ultimately the bank a buyer chooses 
to partner with makes a big impact.

When interviewing banks, buyers 
need to ask questions to learn how 
many small business loans they do and 
how much of their business is working 
with restoration contractors. Selecting 
a bank that has a lot of experience with 
small business lending, especially in 
the restoration industry, will eliminate 
a lot of headaches in the process.

It’s also important to know what 
type of product that bank is offer-
ing: a conventional or a  Small Busi-
ness Administration (SBA)  loan. 
This difference will be important in 

determining whether the potential 
buyer will ultimately qualify under 
the bank’s credit requirements.

Conventional loans are best used 
in business acquisitions in which the 
buyer has lots of personal assets and 
the business has significant equip-
ment, property, and other tangible 
assets as collateral. Most conven-
tional loans require 20-30% down 
payment, as well as tangible collat-
eral for a large portion of the loan. In 
exchange, conventional loans often 
have a faster process, less paper-
work, and competitive rates.

Alternatively, the SBA loan pro-
gram does not have collateral re-
quirements as part of the loan ap-
proval process. The SBA program is a 
true cash flow-based loan approval. 
Restoration businesses often have 
excellent recurring cash flow but 
are asset-light; therefore, restoration 

contractors are excellent candidates 
for an SBA loan. Further, an SBA loan 
only requires a cash equity injection 
at loan closing of 10% of the purchase 
price; making it a great program for 
buyers who want to preserve capital 
or who haven’t been able to gather 
20-30% of a purchase price in cash.

The SBA also has special provisions 
for employees that have existing 
stock in a company that allows for 
less than a 10% cash injection. Even 
if a buyer doesn’t’ currently own stock 
in the company or if a buyer doesn’t 
have 10% cash to inject, the seller may 
carry a note for at least 5% of the pur-
chase price of the business, reducing 
the buyer’s required cash injection to 
5% of the purchase price. This may 
seem like a lot of rules to process, but 
the primary takeaway is that the flex-
ibility of the SBA program allows for 
business owners with varying levels 
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of wealth on their personal financial 
statement to qualify.

Understanding the bank’s role and 
the various loans available is import-
ant not just to buyers, but to you as 
the seller as well. This knowledge 
will help you understand if your buy-
er is the right buyer with the means 
to close the deal. Additionally, if you 
have a successor in mind (such as a 
key employee), this knowledge can 
be useful as you begin that conversa-
tion to help them understand the fi-
nancing options available that could 
make the sale possible.

Key takeaways
As you begin to contemplate retire-
ment, these steps are a good guide 
for starting a succession plan. To 
maximize the value of your compa-
ny and preserve the legacy you’ve 
worked hard to build, these key take-

aways will get you on the road to 
retirement and keep your business 
prospering for years to come:

• Make an investment in your finan-
cial statements and how they are 
presented in order to maximize 
your business’ value to a buyer.

• Be open-minded about who can 
buy the business. If that person 
doesn’t exist inside of your busi-
ness currently, you may need to 
begin grooming a key employee, 
stay close to your friendly com-
petitors, or consider engaging a 
business broker or consultant in 
the industry.

• The right buyer should not only 
pay a fair price, but should also 
enhance your business. If a buyer 
can’t take care of your clients and 
employees, don’t underestimate 
the impact this may have on your 
long-term happiness with the sale.

• A good deal exists when all par-
ties win. If the buyer, seller, cus-
tomers, and employees all can’t 
win, something will go wrong.

• Picking the right financing 
source is critical to getting paid 
as a seller. Gaining knowledge 
about various banks and prod-
ucts in the marketplace will al-
low you to better understand if 
your deal is fair and if your buyer 
will ultimately have what it takes 
to close the deal. 

 Seth Vander Woude is 
vice president of lending 
for Live Oak Bank. He has 
spent 17 years working for 
some of the nation’s largest 

banks. Vander Woude works to meet the 
financing needs of small business owners 
in business acquisitions, partner buyouts, 
expansions, commercial real estate pur-
chases, and more. Based in Minneapolis, 
he works with borrowers across the nation.
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