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Today’s Agenda 
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 The process of selling your business 
 Five tax-efficient ways to sell 
 Tax planning enhancers 
 Minimizing estate tax 
 Review key takeaways 

Risë FlennerSean O’Connell



Which best describes your current situation?
a) I’m involved with a business that has already sold

b) We are considering selling in the next few years 

c) We may be more interested in acquiring a business 

d) We have a business, but no current plans to sell

e) I am just happy to be here 

Polling Question  
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The Process of Selling a Business 
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 We provide a comprehensive 
approach to client 
engagements by assembling a 
team of Subject Matter 
Experts in the following areas:

Risë FlennerSean O’Connell



The Process of Selling a Business 
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Enable management to run company
Ensure optimal deal structure
Capture full strategic value

Create tailored investment plan
Preserve and manage wealth
Enhance estate’s value

Anticipate potential tax issues 
Minimize tax impact
Negotiate favorable deal terms

Determine ongoing earnings capacity
Validate working capital assumptions
Confirm transaction adjustments



#1 – Sell Equity 
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#1 – Sell Equity 
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Risë FlennerSean O’Connell



#1 – Sell Equity 

www.pbmares.com   |   10

Sale of Assets Sale of Equity

Sales Price 10,000,000 10,000,000

Tax Basis 3,000,000 2,000,000

Gain 7,000,000 8,000,000

Federal tax 2,590,000
(37%)

1,600,000
(20%)

State tax 420,000 540,000

After-tax proceeds 6,999,000 7,860,000



#1 – Sell Equity 

www.pbmares.com   |   11

 Sale of S-corporation shares usually not 
subject to 3.8% Net Investment Income Tax 

 Sale of Qualified Small Business Stock 
(Section 1202) 

 Sell to ESOP and defer gain (Section 1045)  

Risë FlennerSean O’Connell



#2 – Sell Assets Smartly 
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#2 – Sell Assets Smartly 
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Assets Purchased Scenario 1 Scenario 2

Accounts
Receivable 2,500,000 2,500,000

Equipment 3,800,000 2,500,000

Goodwill 3,700,000 5,000,000

Total allocation 10,000,000 10,000,000

Tax Due 3,600,000 2,800,000



#2 – Sell Assets Smartly 
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 Section 338(h)(10) Election 
(buyer can treat equity 
purchase as an asset purchase) 

 Tax “True-Up” 

Risë FlennerSean O’Connell



#3 – Sell for Things Other Than Cash 
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?



#3 – Sell for Things Other Than Cash 
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 Notes (installment sale) 
 Post-closing compensation or consulting fees 
 Stock-for-stock 

Risë FlennerSean O’Connell



#4 – Sell Less Than 100%
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Risë FlennerSean O’Connell



#4 – Sell Less Than 100%
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 Private Equity Groups 
 Lifetime transfers 
 Bequests 

Risë FlennerSean O’Connell



#5 – Sell to Management Team 
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#5 – Sell to Management Team 
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 ESOP 
 Section 1042 deferral
 Leveraged ESOP 
 S-corporation ESOP 

Risë FlennerSean O’Connell



Questions
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Risë FlennerSean O’Connell



Minimize State Income Tax 
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 State of domicile at the time of 
sale 

 Incomplete gift non-grantor trust 
(INGT) 

Risë FlennerSean O’Connell



Tax Planning Enhancers 
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 Charitable transfers 
 IC-DISC
 Opportunity Zone Funds 

Risë FlennerSean O’Connell



Estate Freezes 
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 U.S. Estate Tax 
 Gifting 
 Installment sale to IDGT – Intentionally 

Defective Grantor Trust 
 Private annuities 

Risë FlennerSean O’Connell



Estate Freezes 
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 GRATs – Grantor Retained Annuity Trust 
 CLATs – Charitable Lead Annuity Trust 
 FLPs – Family Limited Partnerships 

Risë FlennerSean O’Connell



Key Takeaways 
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 5+ ways to structure a deal to reduce 
income taxes 

 Deferring the payment of taxes is also 
valuable 

 State income taxes should be considered 
 Planning in advance of sale creates 

opportunities for savings 
 Don’t lose sight of estate tax exposure 
 Selling a business should involve a process



What Makes Us Different? 
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Bradford Jones, CPA, CVA, 
CMA, CFF
Partner, Pathway Accounting 
Services Co-leader

Rob Klingensmith
Partner, Managing Director 
of Wealth Management

Enrique C. Brito, CFA, 
CVA, CM&AA
Managing Director of 
Transaction Advisory 
Services

Risë L. Flenner, 
CPA/PFS, JD, AEP®

Director of Succession 
Planning



Transaction Advisory Overview 
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Mergers & 
Acquisitions

Sell-Side 
Advisory

Buy-Side 
Advisory

Corporate 
Finance

Cash Flow 
Analysis

Financial 
Restructuring

Capital 
Formation

Business 
Valuation

M&A

Tax & Gift

Litigation 
Support

Financial 
Reporting

Transaction 
Support

Integration 
Planning

Operations 
Improvement

Financial Due 
Diligence

Preparation 
for Sale

Investment Banking Services Consulting Services



Questions
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Risë FlennerSean O’Connell



Contact Us
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Risë L. Flenner, CPA/PFS, JD, AEP®

Director of Succession Planning

757-355-6025 
rflenner@pbmares.com

Sean R. O'Connell, CPA/PFS, CGMA 
Partner

703-364-5220
soconnell@pbmares.com

mailto:rflenner@pbmares.com
mailto:username@pbmares.com


Upcoming Webinars Visit: www.pbmares.com/resources/webinar-series

Stealth Weapon: R&D Tax Credits
October 6, 2021

Top 10 Tax Strategies for 2021
November 3, 2021

Challenges and Opportunities 
for Not-for-Profits
December 1, 2021

www.pbmares.com

http://www.pbmares.com/resources/webinar-series
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