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How to Use This Toolkit

Succession planning is one of the most important decisions a business owner will make.
This toolkit is designed to walk you through a clear and practical step-by-step process to
help you build a succession plan that aligns with your personal, financial, and business
goals.

Whether you're planning to transition ownership to employees, family members, or an
external buyer—or considering closing your business—this toolkit will help you make

informed decisions.

Toolkit Structure

The toolkit is organized into thematic sections that align with key stages in the succession

journey:

Section
Tool 1: Succession Goals Worksheet

Tools 2-4: Readiness Assessments

Tool 5: Leadership Development
Roadmap

Tool 6: Valuation Preparation Guide

Tool 7: Finding Buyers Guide

Tool 8: Stakeholder Communication
Plan

Tool 9: Legal & Financial Due
Diligence Checklist

Tool 10: Exit Reflection Worksheet
References

Purpose
Identify your personal, financial, and legacy goals.
Evaluate employee, leadership, and business
preparedness.

Develop talent to support continuity.

Understand how businesses are valued and how to
increase value before transition.

Explore potential buyer types and where to find them.
Create messaging for employees, customers, and
partners.

Identify key items to review with legal and financial
advisors.

Capture lessons learned post-transition.

What’s Included in Each Section

° Key concepts to clarify important terms and succession models.

e [IWorksheets and checklists to help apply each concept to your own business.

e [IAction steps that guide what to do before, during, and after the transition.



° Self-assessments to help evaluate readiness and identify areas to strengthen.
Tips for Using This Toolkit Effectively

e Start with your personal goals before focusing on the business.

e Usethe timeline guide to understand when to take key actions.

e Revisit sections as needed—succession is not a linear process.

e Consult with legal, financial, and business professionals as you complete each
section.

For further assistance, you can reach out to Revby or the City of Cambridge Economic
Opportunity and Development Division for guidance and referrals.



Key Succession Planning Terms

This section defines important terms used throughout the toolkit. Each explanation is
written in plain language to help you confidently navigate the succession process.

Succession Planning

What it means: A process to prepare your business for new ownership or leadership.
Why it matters: Ensures your business continues successfully if you retire, sell, or step
away—protecting your legacy and financial goals.

Succession Models (Ownership Transition Options)

A way for employees to become partial owners over time,
Employee Stock

. using company profits or loans—no money needed from
Ownership Plan (ESOP)

employees upfront.
Management Buyout When your current managers or leadership team buy the
(MBO) business.
Generational . ) . .
. Passing the business to a family member or relative.
Succession
. Selling your business to someone outside the company—
Third-Party Sale . .
such as a competitor, investor, or entrepreneur.

Gradually reducing the involvement of the owner of the

Phased Exit business while someone else takes over operations and/or
ownership.

Business Closure / Ending operations and selling off assets if no viable buyer or

Liquidation successor is available.

Vesting Agreement A structured plan where someone earns ownership over time.

Valuation & Financial Terms

A process to figure out how much your business is worth,
based on profits, assets, market conditions, and risks.
Discounted Cash Flow A method that estimates business value by looking at
(DCF) expected future profits and adjusting for risk.

Business Valuation



Comparable Company
Analysis

Net Asset Valuation
(NAV)

Capitalized Earnings
Method

Earnout

Seller Financing

Tax Implications

Comparing your business to similar companies that have
recently been sold.

Adds up everything your business owns (assets) and subtracts
what it owes (debts).

Looks at past earnings to estimate future value—best for
stable, long-standing businesses.

Part of the sale price is paid later, based on future business
performance. Helps bridge valuation gaps.

Instead of getting paid all at once, you allow the buyer to pay
over time—Ilike a loan you give them.

The taxes you may owe when you sell or transfer your
business. Planning ahead can save money.

Legal & Operational Terms

Due Diligence

Buy-Sell Agreement

Operating Agreement
/ Bylaws

Intellectual Property
(IP)

Stakeholder

Contingency Plan

A review of all legal, financial, and operational documents
before a sale or transition—just like a buyer’s checklist.

A legal document that outlines how ownership shares can be
bought or sold—useful in partnerships.

Governing documents for LLCs or corporations that outline
ownership rules and responsibilities.

Assets like logos, trademarks, or original content that add
value to your business.

Anyone affected by the business: employees, customers,
suppliers, lenders, and even your community.

A backup plan in case your original succession strategy
doesn’twork out (e.g., illness, buyer backs out).



Purpose:

Tool 1

Succession Goals Worksheet

This worksheet will help you as business owner to clarify your personal, financial, and legacy
goals for succession planning. Understanding these goals is crucial in determining the best
exit strategy and ensuring a smooth transition that aligns with their long-term vision.

Instructions for Use:

v Read each section carefully and rank the importance of each goalon a scale of 1to 5 (7 =

Not Important, 5 = Critical).

v Provide any additional comments or priorities in the space provided.

Succession Goals Worksheet

for a gradual payout.

Category Goal Statement Importance (1-5) |[Notes/ Additional Considerations
1. Personal || want to stay involved in the 00000 (e-g., advisory role, part-time involvement)
Goals business after the transition.
I want to completely exit the (Specify the desired exit date)
business within a specific  ||[_] (][] ][]
timeframe.
My health, personal lifestyle, (e.g., relocation, personal projects)
or retirement plansimpact || ] (] ]
my decision.
I want flexibility in (e.g., gradual leadership handover)
structuring my transition oooog
(e.g., phased exit).
” i o | want to maximize my (e.g., lump sum payout vs. structured
. Financia
Goal financial return from the OO0O0gQ |payments)
oals
business sale/transfer.
I'am willing to accept a (e.g., seller financing, ESOP payments)
lower sale price in exchange || ][] [ ] (][]




Category

Goal Statement

Importance (1-5)

Notes / Additional Considerations

I need to generate enough
income post-exit to maintain
my lifestyle.

ooggg

(Specify income needs or investment
expectations)

| want to ensure financial
security for my family or
heirs.

ooggg

(Consider estate planning and wealth
transfer strategies)

(e.g., employee treatment, customer

3.Legacy & ||| wantto maintain the
Cultural company’s existingvalues [ J[J[J[J[] | retationships)
Goals and culture.
(Specify interest in employee ownership
| want to transition models)
ownership to employees or || ][] ][]
management (ESOP, MBO).
(List potential family successors)
| want to transition
ownership to family oooog
members.
(e.g., private sale, private equity)
I am open to selling to
external buyers (e.g., JOgon
competitor, investor).
(e.g., philanthropic efforts, local
| want the business to employment)
continue contributingtothe ||[_] (][] (][]
local community.
(e.g., leadership development, investment
4. Business .
L | want to ensure the planning)
Continuity &

Succession
Structure

business continues to
grow post-exit.

0oggg




Category Goal Statement Importance (1-5) |[Notes/ Additional Considerations

(e.g., training programs, leadership
| want to prepare the succession)

management team before ||[] (][] (][]

stepping away.

(e.g., phased handover, temporary
| need a structured advisory role)

transition plan before D D D D D

stepping away.

(e.g., backup buyer, interim leadership)

5. Risk & I want a contingency plan in
Contingency |case my initial succession || ][ ]JJ0J
Planning plan fails.

(Consult legal or financial advisors)
I want to reduce legal or tax

risks associated with my D D D D D

exit.

Reflection & Next Steps

1. Review the areas where you ranked 4 or 5—these should be your top priorities.
2. Compare your goals with available succession options (ESOP, MBO, etc.).

3. Use this worksheet to guide your decision when exploring legal, financial, and business
continuity planning.

Succession Goals & Best-Fit Succession Options

Succession Goal Best Succession Option

Remain involved in the business after transition ESOP, Vesting Agreement

Completely exit the business within a specific .
. Third-Party Sale
timeframe

Third-Party Sale, Management Buyout
(MBO)

Maximize financial return from the business sale

Ensure financial security for family/heirs Generational Succession, ESOP




Succession Goal Best Succession Option

Maintain company culture & legacy Worker Cooperative, ESOP
Transition ownership to employees or
ESOP, MBO
management
Transition ownership to family members Generational Succession

Sell to an external buyer (competitor, investor, PE .
Third-Party Sale

firm)
Ensure business continuity post-exit ESOP, MBO
Minimize tax and legal risks in succession Third-Party Sale, MBO

Have a backup contingency plan in case

. . MBO, Private Sale with Structured Exit
succession fails

How to Use This Tool:

Vv ldentify your top succession goals using the Succession Goals Worksheet.
v Match them with the recommended succession option(s) in this table.
v Use this as a guide when consulting financial advisors, legal professionals, and

stakeholders to refine your exit strategy.



Purpose:

Tool 2

Employee Readiness Assessment

This tool helps business owners assess whether their employees are prepared to take
ownership or leadership roles as part of a succession plan. It identifies gaps in skills,
readiness levels, and areas for development before the transition occurs.

Employee Readiness Assessment Checklist

Cat A tQ ti Yes No
ategory ssessment Question
& ((X)
1. Leadership & ||Do key employees have experience making strategic business D D
Decision-Making ||decisions?
Have employees managed teams or departments effectively? |:] |:]
Are employees comfortable handling financial responsibilities D D
(budgeting, P&L management)?
2. Ownership
Mindset & Do employees understand how the business generates revenue and 0 0
Business profit?
Knowledge
Are employees aware of the legal and financial responsibilities of 0O 0O
business ownership?
Have employees shown an interest in long-term business D D
sustainability?
3. Financial Can employees financially participate in an ownership transition (if D D
Readiness required in an ESOP, MBO, etc.)?
Do employees understand the tax and investment implications of D D
ownership?
4. Operational Have employees been trained to run business operations without D D
Readiness direct owner involvement?
Are business processes documented and easy to follow for 0 0
successors?
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Cat A tQ ti Yes No
ategory ssessment Question
D [(X)
5. Cultural & A L l d with th , L d mission? D D
re employees aligned wi e company’s values and mission?

Team Readiness pioy g pany

Is there a culture of accountability and leadership development in

place? D D

& If employees score mostly “Yes”, they may be ready for succession. If “No” answers

dominate, consider training, mentorship, or phased ownership transitions.

Identifying Gaps & Action Plan

Cultural & Team Readiness

Category Identified Gap Action Plan
[List any gaps] [Training, mentorship, leadership workshops]
Leadership & Decision-
Making
. [Business literacy education, financial
[List any gaps] .
training]
Ownership Mindset &
Business Knowledge
[Listany gaps] [Employee stock ownership education,
savings programs]
Financial Readiness
[List any gaps] [Process documentation, cross-training]
Operational Readiness
. [Internal leadership programs, company vision
[List any gaps]

alignment]

11




Category Identified Gap Action Plan

Next Steps:

Vv If employees are NOT fully ready, create a leadership development plan before
transitioning.

Vv If readiness is mixed, consider a gradual transition (vesting, ESOPs, or phased buyouts).
Vv If employees are highly ready, start discussing next steps in the ownership transition

process.



Purpose:

Tool 3

Business Readiness Scorecard

The Business Readiness Scorecard helps business owners assess whether their company is
financially, operationally, and strategically prepared for succession. This tool identifies gaps
that need to be addressed before transitioning ownership.

Instructions for Use:

v Answer each question and score your business’s readiness.

v Use the scoring guide to determine areas that need improvement.

Vv Review with financial, legal, and business advisors to develop an action plan.

Business Readiness Scorecard

Cat Readi Criteri ves No
ategory eadiness Criteria
& (X
. . . Has the business been consistently profitable for at least three
1. Financial Readiness ] ]
years?
Have you conducted a recent business valuation to determine 0 0
market value?
Are financial records organized, accurate, and up to date? ] ]
Are there minimal outstanding debts or liabilities that could 0 0O
impact a transition?
2. Leadership & Does the business run efficiently without daily owner [:] D
Operational Readiness |involvement?
Have you identified potential successors or key employees for [:I D
leadership roles?
Is there an established leadership development plan for future D D
executives?
Are key processes and responsibilities documented to ensure 0 0
operational continuity?

13



Cat Readi Criteri ves No
ategory eadiness Criteria
(&) (X)
3. Employee &
Stakeholder Do employees understand and support the succession plan? [:| |:]
Engagement
Have you communicated potential ownership transition options D D
to key staff?
Are employees or managers capable of stepping into ownership D D
roles if necessary?
4. Legal & Compliance . .
i Are all business licenses, contracts, and agreements current? ||[_] ]
Readiness
Have you reviewed legal documents for potential transition risks? E] E]
Have you identified potential tax liabilities or benefits related to D D
succession?

Scoring Guide: How Ready is Your Business?

Mostly Yes Answers - Your business is well-prepared for a transition. Proceed with
planning and implementation.

A\ Mixed Answers > Some areas need improvement before succession is viable. Address
gaps in leadership, finances, or compliance.

X Mostly No Answers > Your business is not yet ready for succession. Work on stabilizing
financials, leadership, and legal compliance before proceeding.

Next Steps:

Vv Address weak areas before implementing succession.
v Review with financial and legal advisors to plan improvements.

v Use this scorecard alongside the Succession Goals Worksheet and Succession Pathway
Decision Guide to refine your plan.
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Tool 4

Leadership Readiness Checklist

Purpose:

The Leadership Readiness Checklist helps business owners determine whether their
management team is prepared to take over leadership roles as part of the succession
process. It evaluates skills, experience, and strategic alignment to ensure a smooth
transition.

Instructions for Use:

Vv Assess each leadership criterion based on your management team’s current
capabilities.
v Use the scoring guide to identify leadership gaps.

v Develop a leadership development plan based on the results.

Leadership Readiness Checklist

Cat Readi Criteri ves No
ategory eadiness Criteria
& (X
1. Strategic & Decision- Does the management team have experience in high-level [:] [:]
Making Readiness decision-making?
Can key managers set long-term business goals and [:I [:I
strategies?
Have they been involved in key financial and operational [:I [:I
decisions?
2. Operational & Management ||Can leadership manage daily operations without owner 0 0
Competency involvement?
Are they familiar with financial management (budgeting, [:] [:]
cash flow, profitability analysis)?
Do they have experience in handling crises and risk D D
management?
3. Leadership & Team Have key managers led teams and built strong workplace D D
Development culture?

15



Cat Readi Criteri ves No
ategory eadiness Criteria
& [(X)

Can they motivate employees and maintain D D

engagement?

Have they demonstrated ability to retain top talent? ] ]
4. Transition & Succession Are key leaders willing to take on ownership or higher D D
Readiness responsibility?

Have they participated in succession planning D D

discussions?

Do they understand the succession timeline and 0 0

expectations?

Scoring Guide: How Ready is Your Leadership Team?

Mostly Yes Answers > Your management team is ready for leadership transition.
Proceed with succession planning.

A\ Mixed Answers > Some areas need development before succession. Consider

training, mentorship, or external advisory support.

X Mostly No Answers - Your leadership team is not fully prepared for succession. Work

on leadership development and strategic planning before transitioning.

Next Steps:

v ldentify weak areas and create a leadership training plan.

v Work with mentors, advisors, or leadership coaches to strengthen capabilities.

v Reassess readiness before implementing the succession transition plan.
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Purpose:

Tool 5

Leadership Development Roadmap Tool

This tool helps business owners develop leadership talent within their teams to ensure a
smooth transition when successors take over. It provides structured training, mentorship
planning, and leadership development milestones to prepare future leaders effectively.

Leadership Development Stages & Key Actions

Stage

Timeframe

Key Actions & Milestones

Early Leadership
Development

3-5 Years Before
Transition

[l Identify high-potential employees for leadership roles.

U] Provide leadership training and cross-functional

exposure.

O Encourage participation in strategic decision-making.

Mid-Level Leadership
Readiness

1-3 Years Before
Transition

O Assign leadership candidates to critical projects and

responsibilities.
O Begin mentorship programs with existing leadership.

[ Evaluate leadership skills through performance

assessments.

Final Leadership
Transition

6-12 Months Before
Exit

L] Altow successors to lead major business functions

independently.

[] conduct scenario-based leadership training (e.g., crisis

management, financial oversight).

L] Ensure legal, financial, and operational handover is

completed.

s Leadership development should be gradual, allowing successors to gain confidence

before full ownership transition.

17



Leadership Development Plan Template (Including Examples of Training Resources)

Leadership . . '
Skill Training Method Recommended Training Programs Timeframe
Shadowing
Strategic executive eCornell - Strategic Decision Making o+ Years
Decision- meetings, case (https://ecornell.cornell.edu/courses/leadership-and- Before Exit
Making studies, leadership |[strategic-management/strategic-decision-making/)
mentorship
Business finance
. . training, reviewing . .
Financial Coursera Business Finance Courses (coursera.org), 1-3 Years
P&L statements, . .
Management . MSBDC Small Business Workshops (mshbdc.org) Before Exit
budgeting
workshops
Scenario-based
Crisis & Risk leadership training, ||Boston University's Executive Leadership Center 1-2 Years
Management ||crisis management ||(bu.edu/execed), edX Leadership Courses (edx.org) Before Exit
simulations
Rotational
leadership roles
. across Harvard Business School — Program for Leadership
Operational ) .
Leadership departments, Development (https://www.exed.hbs.edu/leadership- Ongoing
process development)
optimization
training
Coaching sessions,
Team team management
Leadership & |lworkshops, Massachusetts Small Business Development Center Ongoing
Employee emotional (msbdc.org)
Engagement intelligence
training

5§Having assigned mentors to leadership candidates for one-on-one coaching and

guidance can give an ideal way to follow up the progress on training and readiness for

succession.

Implementing a Leadership Development Strategy

18
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[ Identify & Train Successors Early > Leadership transition should start years before an

exit.

[ Provide Structured Development Programs < Use mentorship, executive coaching, and
leadership training workshops.

[] Give Successors Real Decision-Making Authority > Gradually allow leadership
candidates to lead initiatives.

[] Monitor Progress & Adjust Plans as Needed > Use performance assessments to ensure

continuous leadership growth.

s& Leadership development is essential for a stable and successful succession process.
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Purpose:

Tool 6

Succession Planning Timeline Overview

This Succession Planning Timeline provides a clear, structured roadmap for business

owners to prepare for ownership transition. It outlines key actions, timelines, milestones,

and considerations over a 3-5-year period to ensure a smooth, strategic transition.

Instructions for Use:

v Review the timeline phases and determine where your business currently stands.

v Follow the recommended actions and milestones to prepare for succession.

v Use this timeline alongside other succession planning tools to refine your exit strategy.

Succession Planning Timeline (3-5 Years)

Phase Timeline Key Actions & Milestones
] Identify personal, financial, and legacy goals (Use Succession Goals
Worksheet —Tool 1).
(] Assess leadership & business readiness (Use Business Readiness
Scorecard - Tool 4).
Pre-Exit 3-5 Years
Phase Before Exit ] Explore succession options (Use Succession Pathway Decision Guide -
Tool 2).
(] conducta preliminary business valuation to understand market worth.
] Strengthen financial records and reduce unnecessary liabilities.
[ Finalize the chosen succession model (ESOPR, MBO, Third-Party Sale,
etc.).
] Implement leadership training for successors (Use Leadership
Transition 1-3 Years Readiness Checklist— Tool 5).
Phase Before Exit
(] Communicate transition plans with employees and stakeholders.
(] Secure financing options (Use Financial Feasibility Tools for chosen
model).

20



Phase Timeline Key Actions & Milestones
L] Draft and review legal agreements with advisors (Use Legal & Financial
Due Diligence Checklist — Tool 11).
U] Finalize financial transactions (sale, buyout, or ownership transfer).
[ Execute leadership transition with structured onboarding.
Execution 6-12 Months . .
) ] Notify customers, vendors, and partners about the transition.
Phase Before Exit
[ Ensure tax filings and compliance with regulatory requirements.
] Monitor performance under new leadership.
L] Provide advisory support to new owners (if applicable).
Post-Exit 1-2 Years After ||[] Review financial outcomes and finalize payout structures.
Phase Exit

[] Evaluate the effectiveness of the transition and document lessons
learned (Use Exit Reflection & Lessons Learned Worksheet — Tool 10).

Finalizing models and training

Identifying goals and readiness

Achieving Successful Succession

Evaluating outcomes
1-2 years after exit

Completing transactions
6-12 months before exit

Transition Structuring

1-2 years before exit

Pre-Exit Planning

3-5 years before exit
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How to Use This Timeline:

Vv ldentify which phase your business is in and prioritize the next steps.

v Use this as a checklist alongside other tools in the toolkit.

v Work with financial, legal, and business advisors to ensure smooth implementation.

Transition Action Checklist

Legal & Financial Actions

v Ensure all contracts and agreements reflect ownership changes.
v Structure tax-efficient transition models (consult with CPAs).

v Address any outstanding business liabilities or pending legal matters.
Leadership & Employee Transition

v Train successors at least 1-2 years before full ownership transfer.
v Align employees with the new leadership vision and operational changes.

v Establish an internal mentorship or phased transition program.
Stakeholder Communication & Business Continuity

v Communicate transition plans early to employees, customers, and suppliers.
v Maintain service consistency and brand reputation through leadership changes.

v Establish a contingency plan for unexpected leadership gaps.
Next Steps:

v Use this transition timeline alongside financial and legal advisors.
v Regularly update progress—succession planning is not a one-time event.

Vv Prepare a backup plan in case circumstances shift before the exit.
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Tool 7

Valuation Preparation Guide

Purpose:

This guide helps business owners understand key valuation concepts, strategic
considerations, and preparation steps for determining business value in succession
planning. It does not provide formal valuation calculations but offers a high-level conceptual
overview of valuation methods and strategies to enhance business value before transition.

Why Valuation Matters in Succession Planning

A business valuation helps determine a fair market value for transition planning, affecting:
[] Sale Price & Negotiations > Ensures fair pricing for owners & buyers.

[] Financing & Succession Models > Required for ESOPs, MBOs, and third-party sales.
[] Tax Planning & Liabilities > Impacts capital gains tax, asset vs. stock sale
considerations.

[] Strategic Exit Decisions > Helps owners decide whether to sell, transition internally, or
delay succession.

s$& A formal business valuation must be conducted by certified professionals (CPAs,
valuation experts).

High-Level Business Valuation Methods

It is important that as business owner you understand these key valuation methods before
looking for professionals to make this valuation.

Valuation . .
Technical Name Conceptual Explanation Best For
Method
Compares the business to recently sold . o . .
Market- Comparable o . ] Businesses in industries with
similar companies in the industry. Uses o
Based Company ) . . . frequent acquisitions or clear
A valuation multiples like Price-to-
Approach Analysis (CCA) i X comparables.
Earnings (P/E) Ratio.
Income- . Estimates the present value of future Businesses with strong
Discounted Cash . . . .
Based Flow (DCF) cash flows by applying a discount rate || projected cash flows or high
ow
Approach to reflect risk and time value of money. growth potential.
Calculates business value based on
Asset-Based Net Asset i . Asset-heavy businesses like
Approach Valuation (NAV) total assets minus liabilities, manufacturing, real estate
considering tangible (equipment, ’ ’
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Valuation i .
Technical Name Conceptual Explanation Best For
Method
property) and intangible (brand, IP) and capital-intensive
assets. companies.
Earnings- Canitalized Uses historical earnings to determine Established companies with
italiz
Based .p business value, applying a capitalization || stable earnings history and
Earnings Method . . . o
Approach rate based on industry risk factors. predictable profitability.

& Choosing the right method depends on your business size, industry, and succession

strategy.
Strategic Considerations in the Valuation Process
Beyond numbers, valuation is impacted by these strategic factors:

[] Industry Trends & Market Conditions - Timing matters. Selling during an industry
boom results in higher valuations.

[] Competitive Positioning & Customer Loyalty > A business with strong branding,
contracts, or unique offerings may command a higher valuation.

[] Revenue Stability & Risk Factors - Recurring revenue streams (subscriptions,
contracts) are valued higher than inconsistent cash flows.

[ 1 Debt & Financial Health > A business with excessive debt or weak financial controls

may face valuation discounts.
& Owners should prepare financial and strategic data before hiring a valuation expert.
How to manage a Lower-Than-Expected Valuation

If valuation results are lower than expected, consider these strategic adjustments:

v Extend the Exit Timeline > Delay succession to strengthen revenue, improve financials,
and optimize operations.

v Explore Different Buyers - A strategic buyer (competitor, supplier) may offer a premium
valuation compared to a financial buyer.

v Negotiate Earnouts or Seller Financing > Structuring payments over time can increase
total transaction value.

Vv Reassess Cost Structure - Improving profit margins and operational efficiency before
valuation can raise the final number.
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& Owners should review financials with advisors before making valuation-based

decisions.

Strategies to Increase Business Value Before Succession

Business owners planning an exit should work on these areas 2-3 years in advance to

maximize valuation:

Key Area

How to Increase Value

Strategic Impact

Revenue Growth &
Stability

Strengthen recurring revenue, secure long-
term contracts, expand into new markets.

Reduces buyer risk, increases
valuation multiples.

Profitability & Cost
Management

Optimize costs, eliminate inefficiencies,
improve margins.

Increases cash flow, boosts
investor confidence.

Operational Efficiency

Standardize processes, automate systems,
document procedures.

Reduces dependency on owner,
improving transition readiness.

Leadership &
Succession Readiness

Train key managers, develop leadership
pipeline.

Buyers see a strong leadership
team as a value booster.

Customer & Supplier

Secure long-term agreements, diversify

Ensures continued revenue after

Stability supplier base. transition.
Legal & Compliance Resolve pending legalissues, update Eliminates risks that could lower
Readiness contracts, secure intellectual property. valuation.

& Value enhancement efforts should start early to yield measurable improvements.

Key Questions Business Owners Should Ask Before Valuation

To ensure a smooth process, business owners should answer these questions before

engaging a valuation expert:

? What is the purpose of this valuation? (Succession planning, financing, tax planning?)

? Which valuation method best fits my business?
? Are my financial records organized and transparent for an evaluator?

? What non-financial aspects (brand, leadership, customer base) impact the value of my

business?

? How can | mitigate risks that might lower the value of my business?

? What are my tax implications if | sell at this valuation?

? Should | get multiple valuations for comparison?
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}§ The answers will guide discussions with financial advisors, buyers, and successors.

Takeaways

v Business valuation is essential for making informed succession decisions.

v Different valuation methods apply to different business models—owners should
understand their options.

v Strategic factors influence valuation—business owners can improve valuation before
succession.

Vv Professional valuation services are critical—owners should work with CPAs, valuation
experts, and financial advisors.
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Purpose:

Tool 8

Where to Find Buyers Guide

This guide helps business owners identify potential buyers when selling their business to a
third party. It provides strategic guidance on different buyer types, how to attract buyers,

and where to fin

d them.

Understanding the Types of Third-Party Buyers

Buyer Type

Who They Are

Best For

Key Considerations

Strategic Buyers

Competitors, suppliers, or
businesses looking to expand
via acquisition.

Businesses with unique
market positioning,
proprietary technology, or
strong customer base.

May integrate and
restructure operations,
potentially impacting
company culture.

Financial
Buyers (Private

Investment firms or

Businesses with strong

PE firms often exit within 5-7

business.

recurring revenue.

Equit individuals seeking a cash flow & growth years, possibly reselling the
ui
quiny; profitable business. potential. company.
Investors)

Entrepreneurs, former . . . - .

. . . Businesses with simple Seller financing may be

Individual executives, or high-net-worth . .

o . structures and strong required if buyers lack
Buyers individuals looking to run a

capital.

Family Buyers

Family members interested in
continuing the legacy.

Family-owned businesses
where continuity is a
priority.

Requires structured
agreements to avoid
conflicts.

$$ The type of buyer affects the sale price, transition period, and long-term impact on the

business.

How to Attract Buyers & Increase Business Appeal

[] Strong Financials: Buyers look for stable revenue, high profitability, and well-

documented financials.

[ ] Reduced Owner Dependency: A business that runs smoothly without the owner is

more attractive.

[] Unique Market Position: A strong brand, customer loyalty, or competitive advantage

increases buyer interest.
[] Scalability & Growth Potential: Buyers prefer businesses with room for expansion.
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Here are some examples of companies or sites to find potential buyers for your business,
when a third party buyer is your choice to exit.

Buyer Source Company Description Website

One of the largest business brokerage

Business Brokers & || Sunbelt Business firms, specializing in buying and

. . . . sunbeltnetwork.com
M&A Advisors Brokers selling businesses across various
industries.
Offers business brokerage, franchise
Transworld

consulting, and franchise tworld.com
development services worldwide.

Business Advisors

Murphy Business (|Provides business brokerage services,

& Financial mergers & acquisitions, and business || murphybusiness.com
Corporation valuations.
onli One of the largest online business-for-
nline
BizBuySell sale marketplaces, listing thousands bizbuysell.com
Marketplaces

of businesses for sale.

Specializes in buying and selling
Flippa online businesses, including e-
commerce stores and websites.

flippa.com

A global marketplace for business and

DealStream investment opportunities across dealstream.com

various industries.

Focuses on lower middle-market

companies in healthcare, business
. . candescentpartners.com
(Boutique) Partners services, software, and consumer

Private Equity Firms Candescent

products.

. A global investment firm managing
Versailles Group,

Ltd multiple alternative asset classes, versaillesgroup.com
) including private equity.

A global investment firm with

The Ripples Group || expertise in various industries and ripplesgroup.com

asset classes.
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Buyer Source Company Description Website
Industry Networks Offers resources and networking
& Professional M&A Source opportunities for M&A advisors and masource.org
Groups intermediaries.
Association for A global community for middle-
Corporate Growth || market M&A professionals, offering acg.org
(ACG) events and resources.

This list is for informational purposes only and does not constitute a specific endorsement
of these organizations by the City of Cambridge.

Steps to Prepare for a Sale & Engage Buyers

[] Step 1: Conduct a Business Valuation (Use Tool 7: Valuation Preparation Guide).

[] Step 2: Organize Financial & Legal Documents - Prepare profit/loss statements, tax
filings, and legal contracts.

[] Step 3: Define the Ideal Buyer Profile — Strategic, financial, or individual buyer?

[] Step 4: Choose How to Market the Business - Broker, marketplace, or direct outreach?
[] Step 5: Engage Buyers & Handle Negotiations — Screen potential buyers for fit.

[ ] Step 6: Finalize Sale Structure — Discuss pricing, financing, transition period.

[] Step 7: Close the Deal & Transition Operations — Ensure smooth handover.

Next Steps:

v Business owners should use this guide alongside the Succession Pathway Decision
Guide (Tool 2).
v Work with legal and financial advisors to structure the best deal.

v Choose the right marketplace or broker based on the type of buyer desired.
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Purpose:

Tool 9

Stakeholder Communication Plan Template

This Stakeholder Communication Plan helps business owners effectively communicate
their succession strategy to key stakeholders, including employees, customers, suppliers,
and investors. A well-structured plan reduces uncertainty, builds trust, and ensures a
smooth transition.

Key Stakeholders to Address

[] Employees > Job security concerns, role changes, leadership continuity.

[] Customers = Service continuity, relationship management, brand reassurance.

[] Suppliers & Partners > Contract stability, long-term commitments.

[ Investors & Lenders - Financial impact, future business strategy.

Stakeholder Communication Strategy Template

Stakeholder X Communication L
Key Concerns Messaging Strategy Timing
Group Channels
. All-staff meetings, 6-12 months
Job security, Reassure employees of o .
. . . L . emails, internal before transition,
Employees ||leadership stability, ||job continuity, benefits,
. . newsletters, one-on-one ||followed by
ownership changes. ||and business growth. . .
discussions. regular updates.
Communicate
Service reliability, continuity, introduce Personalized emails,
] . ] ) 3-6 months
Customers ||contract fulfillment, |[new leadership, client calls, website .
o o ] ) before transition.
pricing stability. reinforce commitment to [jupdates, press releases.
service.
Contractrenewals, |[|Reaffirm partnerships, . .
. . Direct meetings, contract
Suppliers & |[long-term ensure uninterrupted L . 3-6 months
. . . renegotiations, supplier .
Partners relationships, business, address . before transition.
. . webinars.
operational stability. |[concerns.
Provide transition .
. . . . Investor presentations,
Investors & |(|Businessvaluation, |[roadmap, financial ) ] ] 6-12 months
. o o financial reports, direct .
Lenders financial risk, ROI. projections, and i before transition.
meetings.
investment security. 8
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Different stakeholder groups require different levels of transparency—tailor messaging
accordingly.

Crisis Communication & Managing Concerns

If stakeholders express concerns or resistance:

v Acknowledge concerns - Validate their perspective before providing reassurances.
v Provide clear, honest responses — Use financial projections and transition plans to
build confidence.

Vv Offer opportunities for dialogue — Open forums, Q&A sessions, or one-on-one
meetings can ease tensions.

& Having a crisis response plan in case of unexpected stakeholder reactions can prevent
disruptions. Also, consider your objective for exit (financial, personal or legacy) to tailor
your approach on these situations.

Sample Communication Timeline

Timeline Action

12 Months Before Transition [|Inform leadership teams, aligh messaging strategy.

6-9 Months Before Transition||[Announce transition to employees and internal stakeholders.

3-6 Months Before Transition||Notify key external stakeholders (customers, suppliers, investors).

1-3 Months Before Transition||Final transition updates, introduce new leadership publicly.

Post-Transition Follow-up meetings, performance reviews, feedback collection.

Next Steps:

v Use this template to structure your stakeholder communication strategy.
v Work with HR, PR, and legal teams to refine messaging.

Vv Tailor communication methods based on stakeholder needs.
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Tool 9

Legal & Financial Due Diligence Checklist
Purpose:

This checklist outlines broad legal and financial aspects business owners should consider
before completing their succession plan. Itis not legal or tax advice but serves as a guide for
discussions with legal, tax, and accountant professionals.

Legal Considerations to Review with an Attorney

Business Ownership & Governance
[ Ensure corporate governance documents (Bylaws, Operating Agreement) are up to date.
[] Review shareholder or partnership agreements, especially any buy-sell provisions.

[] Determine whether contracts or agreements include ownership transfer restrictions.

Regulatory & Compliance Requirements

[J Confirm that all necessary business licenses and permits are current.

[] Assess compliance with industry-specific regulations that may impact the sale or
transfer.

[] Review any pending legal matters or disputes that could affect valuation or
transferability.

Intellectual Property & Assets

[ Verify trademarks, patents, copyrights, and proprietary technology ownership.

(] Ensure intellectual property (IP) assignments are clear and legally protected before
transfer.

[] Assess any restrictions or licensing agreements tied to key assets.

& Reminder: Consult an attorney to address any legal risks or compliance gaps before
proceeding.

Financial Considerations To Review with a CPA or Financial Advisor

Financial Statements & Business Performance

L] Ensure the last 3-5 years of financial statements (P&L, Balance Sheet, Cash Flow) are
complete and accurate.

[] Assess the financial trends (stable revenue, profit margins, and growth potential).

[] Identify any outstanding liabilities or tax obligations that need resolution.
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Tax Implications of Succession

[] Understand the tax consequences of the chosen succession model (ESOP, MBO, third-
party sale, etc.).

[JReview potential capital gains tax or estate tax considerations.

[] Consider seller financing or structured payouts to optimize tax benefits.

Debt & Liabilities Review

[] Ensure outstanding business loans and credit agreements are documented.

[] Review lender agreements for debt covenants that may impact ownership transition.
[ Identify any personal guarantees tied to business loans that may require restructuring.

Reminder: Work with a CPA or financial expert to evaluate financial risks, tax obligations,
and business performance before proceeding.

Strategic Business Considerations for Transition

Operational Continuity Planning

[ Ensure business processes and standard operating procedures (SOPs) are well-
documented.

[] Assess whether the business can operate smoothly without the current owner.

[ Identify potential risks to business continuity, such as reliance on key customers or
suppliers.

Stakeholder & Employee Impact

[] Review contracts, retention plans, and benefits programs to maintain stability.

L] Plan for effective communication with employees, customers, and suppliers about the
transition.

[] Discuss potential changes with key management and leadership teams.

Reminder: Business continuity planning ensures a smooth transition and minimizes
disruptions.

Final Takeaways:

v Business owners should review these considerations early in the succession planning
process.

v Engage legal and financial advisors to ensure a fully compliant and financially sound
transition.

v Keep allimportant business documents organized to facilitate due diligence
discussions.
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Tool 10

Exit Reflection & Lessons Learned Worksheet

Purpose:

This worksheet helps business owners reflect on their succession process, assess what
worked well, and identify lessons for future planning. It serves as a structured post-exit
review to document experiences, challenges, and key takeaways for future business
transitions.

Key Reflection Questions
[] Personal & Strategic Goals Reflection
o Did the succession plan align with my personal, financial, and business goals?
e Iflcouldredo any part of the process, what would | change?
o Didl exit at the right time, or should | have delayed/accelerated the transition?
[] Business Continuity & Operational Transition
e How well did the business operate post-transition without my involvement?
o Were employees, management, and stakeholders properly prepared for the change?
¢ Didthe succession model (ESOP, MBO, Private Sale, etc.) work as expected?
[] Stakeholder & Employee Experience
¢ How did employees and key stakeholders react to the transition?
¢ Were there any unexpected challenges in communication or buy-in?
¢ How can future transitions be more transparent and efficient?
[ ] Financial & Legal Considerations

o Were there any financial surprises, tax implications, or legal challenges that | didn’t
anticipate?

o Didlreceive the expected financial return from the transition?

e Would I have structured the deal differently (e.g., different payment terms, buyer
selection, valuation approach)?

[] Lessons for Future Business Owners & Successors
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e What key advice would | give to other business owners planning succession?

¢ How could | have made the process smoother and more effective?

e Arethere specific documents, resources, or advisors that were essential in this

process?

Exit Review Summary Table

Category

What Worked Well?

What Could Have Been Improved?

Timing of Succession

[Write your reflections]

[Write your reflections]

Communication Strategy

[Write your reflections]

[Write your reflections]

Financial & Legal Aspects

[Write your reflections]

[Write your reflections]

Stakeholder Engagement

[Write your reflections]

[Write your reflections]

Overall Transition Experience

[Write your reflections]

[Write your reflections]
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Action Plan for Future Transitions

[] Key Takeaways — What should be done differently in future business transitions?

[] Advice for Future Owners — Document insights for the next generation of business
leaders.

[] Resources & Professionals Used - List legal, financial, and strategic advisors who were
helpfulin the process.
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