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A Guide to Selling Your Community
Association Management Company

BY BILL BLANTON AND ROBIN STOREY, CMCA

Selling a business can be an emotional
roller coaster, so it important to be
prepared. Finding the right buyer with
experience, integrity, and capital s
vita o your clients and the buyer for a
smooth transiton.

OPTIMAL SALES METHODS
There are multple options when seling
abusiness:

1 A private party o a family member
who has the capability to take over the
business.

 Management buyou, which oceurs
when an in-house management team
forms to buy the business, can have

a high degree of success since the.
managers have experience running it

1 Employee stock ownership plan
(ESOP), which sells the business to
employees through a loan while the
stock shares are kept in a trust. As the
loan i paid down, the corporate shares
are released and distrbuted to the
employees. This type of transaction,
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while not simple, has tremendous tax.
advantages.

¥ Mergers and acquisiions. A merger
joins two companies into a new entity
Intagrating their assets and liabiltes. An
acquisitionis one company purchasing
another and operating it as
subsidiary or another entity
under a larger corporate
umbrella. Smilar corporate
cultures and putting aside
egos are aitcal to ths
methods success.

BUSINESS VALUATIONS.
Knowing the value of the
business before going to
market provides an objective
purchase price. There are two
basic approaches: valuation
of assets and return on
investment. The valuation
methods are based on assets,
income, market comparison,
present value or future
earnings, and capitalization
(or CAP) of current net earnings
valuation.

Hiring a third party that specialzes in
usiness valuations for the community
association industry s strongly
encouraged and helps support the
purchase price.

‘OPERATIONAL STRATEGIES TO
IMPROVE PROFITS
Owners should improve income and
minimize expenses by evoluating ol
ngeing service and material contracts
and renegotiate to ensure the lowest
possole price at an acceptable level of
quality and reliablty

Look a the offce equipment and
computer software to make sure it
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provides a competitive advantage,
increased revenue, and possible cost
savings. Limit all non-necessary owner
‘expenses to increase profis.
Finally,review allproducts and
services and their stand-alone
profitabilty while considering al costs
‘associated with each. The evaluation
may lead to increased revenue or
anintroduction of new products or
services. Cost reductions wil take time
to improve the bottom line, so allow
one 1o two years for profit optimization.

OTHER PREPARATIONS
Its important to obtain audited financial
statements or CPA-prepared

financial statements to provide an
added level of confidence for the buyer.
Now i the time to settle all outstanding
lawsuits, tax liens, and employee
disputes, and carefully document and
disclose any to the buer.

Most sales are asset sales, 5 look
closely at the senvice and management
‘agreements. Rewrite contracts 1o provide
ahigher degree of ralibilty in a recuring
revenue siream, bringing a higher value
for the corporation. Ensure your contracts
can be assigned and renewed annually
rather than month to month.

Make sure alinsurance coverage.
isin place and adequate. Only
provide financial information after a
confidentialty agreement has been
signed

No matter the size of the business,
obtain legal and accounting advice
before and during the sale.

Whether it retirament, a new
venture, philanthropy, or other
‘endeavor, have an idea and plan on
what to do with the proceeds of your
business well before receiving the funds.
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