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Introduction

Buy-sell agreements are an integral element in exit planning for business owners and have important
implications for the valuation community. Valuation professionals play a critical role in assisting
clients with administering or litigating ownership agreements, and they must be prepared to show
how buy-sell agreements interact with shareholder agreements, operating agreements, partnership

agreements, and bylaws.

Much of this special report is drawn from a series of articles in Business Valuation Update by Chris
Mitchell and Brian Burns, which were in turn inspired by a recent webinar they gave on the topic of
buy-sell agreements. These three chapters by two experienced business appraisers provide expert
advice on the valuation implications of the agreements, including the factors that influence value
and how to select the best method to determine the purchase price. Rounding out the report, Chris
Mercer addresses the needs of retiring baby boomers in a section from his new book advising on
valuation mechanisms to be put in place before they are needed.

More specifically, in this report, readers will find:

e Anoverview of the documents that govern the operation of businesses and an explanation
of the importance of buy-sell agreements in valuation services (Chapter 1: “Understanding
the Importance of Buy-Sell Agreements to BV Services”);

e Adiscussion of the common ambiguities and valuation pitfalls that can lead to complications
surrounding buy-sell agreements (Chapter 2: “Alternative Methods of Purchase Price
Determination in Buy-Sell Agreements”);

e Anew survey of attorneys examining how they draft provisions for determining purchase
price (Chapter 3: “Avoiding Complications and Disparate Opinions of Value in Buy-Sell
Agreements”);

e An explanation of how to improve the valuation mechanism of new and existing buy-sell
agreements, with particular emphasis on the concerns of baby boomer business owners,
as set forth by Z. Christopher Mercer (Mercer Capital) in his book Buy-Sell Agreements
for Baby Boomer Business Owners (Chapter 4: “The Best Valuation Mechanism for Buy-Sell
Agreements”);

e Analysis from 22 court cases in which one aspect of the dispute involved a buy-sell
agreement; and

¢ Alist of additional resources on buy-sell agreements.
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Jan Davis
Senior Contributor
Business Valuation Resources
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What It’s Worth

Where every trustworthy business valuation begins.

Any informed stakeholder in business valuation, performance benchmarking, or risk management turns to
Business Valuation Resources (BVR) for authoritative market data, training, and expert opinion. Trust BVR
for unimpeachable business valuation intelligence. Our clients include business appraisers, certified public
accountants, merger and acquisition professionals, business brokers, lawyers and judges, private equity and
venture capitalists, owners, CFOs, and many others. BVR's market databases and analysis have won in the
courtroom—and the boardroom—for 18+ years.

Deal & Market Data: News & Research:
e Pratt's Stats® * Business Valuation Update™
e Public Stats™ e BVlaw™
e BIZCOMPS® e Business Reference Guide Online

* Economic Outlook Update™

e Factset Mergerstat/BVR Control Premium Study™

* The FMV Restricted Stock Study™

e Valuation Advisors Discount for Lack of Marketability
Study™

e ktMINE Royalty Rate Data & License Agreements

e First Research Industry & State Profiles Guides. Books & Reports:

e Butler Pinkerton Calculator™ Total Cost of Equity and . Gu’ides 8 Books P )
Public Company Specific Risk Calculator™ *  Special Reports

* Mergerstat® Review & Mergerstat Review Monthly e  Legal Compendiums

® Risk Premium Calculator

* Valuation Handbook - Guide to Cost of Capital

* BizMiner Industry Financial Reports

* PitchBook Guideline Public Company Comps Tool

Training & CPE:
e Webinars
*  Web Workshops & Symposiums
* Desktop Learning Centers
e Self-study CPE

Learn more at: bvresources.com
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