
Thinking about selling 
your dealership?  
Prepare now.

Enhance your dealership’s value, 
protect yourself against risk and plan 
for a bright future … starting today
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INTRODUCTION

The dealership buy-sell market is as active as it has ever been, with approximately 
650 dealerships changing ownership since January 2013.

The activity is showing no signs of slowing down, and the multiples being paid for 
dealerships are higher than ever as well-known investors have recently entered 
the automotive retail space. One example: Warren Buffett’s Berkshire Hathaway 
completed the acquisition of the 81-store Van Tuyl Automotive Group earlier this 
year.

Buying a dealership isn’t a bad idea. For example, industry revenue is expected to 
remain in positive territory for the next several years. In fact, it’s anticipated that 
industry revenue will grow at an annualized rate of two percent to $882.7 billion 
over the five-year period through 2019, with demand for cars and trucks driven by 
rising consumer confidence and disposable income.

For dealers considering selling, preparation should begin now. Preparing in 
advance can put the dealership in the best possible position to sell and command 
the highest price possible by, for example, reducing tax liabilities and maximizing 
post-sale earning potential.

Let’s take a closer look at several specific steps you can take right now.
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There is always time to address 

an operating agreement that is 

found wanting with regards to 

buy-sell issues. But you’ll want 

a solid understanding of next 

steps before you head too far 

down the path of considering a 

dealership sale.

KNOW AND UNDERSTAND YOUR OPERATING AGREEMENT

If you have partners, your first step should be checking whether your operating 
agreement includes a buy-sell provision that outlines a clear process if one 
partner wants to sell and another doesn’t. 

It doesn’t have to be a deal-breaker if you neglected to include such a provision, 
but it can complicate matters:

• Relationships — both personal and professional — can change over time. 
It’s possible that one or more partners might leverage a pending sale, 
or maybe even the desire for one, to eke out previously unconsidered 
concessions.

• Even with like-minded individuals at the table, developing appropriately-
robust buy-sell information can add time and cost to the sales process.

The question most likely to loom large at this point: how will the buyout price 
be determined? By the withdrawing member’s capital account? The growth in 
revenue? The amount of leverage? 

You should also know if the operating agreement includes a manufacturer’s right 
of first refusal clause. There have been several deals the last two years in which the 
manufacturer has nixed a sale to one buyer (usually just before the deal is signed) 
and brought in another buyer.

With the right of first refusal, the manufacturer has to bring in another buyer 
willing to pay the same or more for the dealership. The problem is, the original 
buyer may not back down quietly and could file a lawsuit against both the selling 
dealer — that’s you — and the manufacturer. 

Before beginning the negotiation phase with a specific buyer, you should know:

• Does state law allow for right of first refusal?

• Has the manufacturer employed the strategy recently?

• Does the potential buyer have any history or issues with the manufacturer 
that could keep a deal from happening?

The good news is that there’s always time to address an operating agreement 
that is found wanting with regards to buy-sell issues. But you’ll want a solid 
understanding of next steps before you head too far down the path of 
considering a dealership sale. I strongly recommend consulting an attorney on 
this issue.



THINKING ABOUT SELLING YOUR DEALERSHIP? PREPARE NOW. PAGE  4

Any sale is a two-way street. 

You’ll want to make sure you 

do what you can to improve 

the value of your dealership, 

but also be aware of the value 

of any potential deal — which 

can be greatly impacted by the 

buyer’s reputation. 

IMPROVE THE VALUE OF YOUR DEALERSHIP

If you’re thinking about selling, now is the time to look for ways to improve the 
value of your dealership to help you get the highest possible price. 

Examples of how this can be done include:

• Making sure the books are clean and organized. Ask yourself if there are 
areas where you can adjust your dealership’s financial structure that will 
make a transition into a larger group easier. 

• Reviewing contracts with vendors. There may be adjustments you can make 
that enhance the profitability of the store. Key contracts to review are the 
dealer management system (DMS) and customer relationship management 
(CRM) vendors. The DMS contract is particularly important and can create 
problems once you get into sales negotiations. Understanding the terms 
of the contract and whether you can assign it to another corporation is 
important. Will there be issues transferring the data housed in the DMS? 
What do the lease terms call for? The time to handle the transferring of the 
DMS contract is when you negotiate the contract with the vendor, not when 
you are negotiating the buy-sell agreement. 

• Making sure all of your social media, reputation management accounts and 
web domains are owned by the dealership and not a vendor, former vendor 
or individual employee. 

• Having a good reputation on social media and various review sites 
eliminates one area a buyer can negotiate against. We look at this topic a 
little more closely in the section titled “Scrutinize your security.” 

• Considering minor facility improvements that can be made that will 
enhance value. 

A quick side note: Any sale is a two-way street. You’ll want to make sure you do 
what you can to improve the value of your dealership, but also be aware of the 
value of any potential deal — which can be greatly impacted by the buyer’s 
reputation. Poor customer service index (CSI) scores and negative reviews give the 
manufacturer ammunition to kill a sale.
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Social media has become 

increasingly important in 

uncovering potential issues. How 

does your business currently 

hold up? 

SCRUTINIZE YOUR SECURITY 

One thing any serious prospective buyer will consider is how secure the 
dealership is. Due diligence is just a part of what they might consider. Matters a 
prospective buyer might investigate include:

• Criminal matters – Are there any criminal records at the county, state and 
federal level for anyone affiliated with your dealership? If you’ve made it 
standard practice to conduct background checks on new hires going back 
years, you might be okay here (assuming, of course, that the prospective 
employer plans on keeping key employees on staff). What you want to 
avoid are any surprises cropping up during the due diligence or negotiation 
process. 

• Civil issues – If you’ve been sued before for any infraction, be prepared to 
clearly address the matter and its resolution. 

• Financial data – Unless you sign a waiver, credit reports cannot be pulled. 
But investigators can check bankruptcy court records. They’ll likely also 
check sales records to make sure reported sales are accurate. 

• Compliance issues – Are your licenses up to date? Are there any issues 
that may prohibit the dealership from being sold? For example: does the 
dealership own the land upon which it is located, or will that be a separate 
issue for the prospective buyer to address? 

• Media search – Social media has become increasingly important in 
uncovering potential issues. How does your business currently hold up? This 
matter goes deeper than just scanning a few Facebook pictures or posts. A 
prospective buyer will possibly look for a trail of adverse media, whether that 
includes negative dealership reviews on Yelp.com, for example, or negative 
articles in local newspapers (perhaps related to any civil issues). Fortunately, 
promptly addressing poor reviews and other potentially negative media 
coverage can go a long way toward dampening impact here.

Just as it can be very helpful to have a house inspection before putting your 
residence on the market, or to conduct a thorough financial audit in the years 
leading up to a potential sale, considering a security audit can uncover potential 
deal-breakers and help address any adverse attention before a prospective buyer 
becomes involved.
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When creating a wealth 

management strategy, it’s a 

great idea to determine how 

much money you’ll need to 

support your desired lifestyle 

and, if you choose, leave as a 

legacy for future generations. 

PROTECT YOUR ASSETS

The prices being paid for dealerships today are the highest the industry has ever 
seen. That means selling a dealership likely will generate a significant amount of 
wealth for the sellers and their families. 

Dealers have myriad options available they can use to reduce their potential 
tax exposure and protect their assets while providing for their families for 
generations to come. The best time to put those pieces in place is before 
beginning the process of selling the dealership.

One option is to leverage any one of a variety of trusts or charitable strategies, 
such as:

• Irrevocable trusts

• Irrevocable life insurance trusts

• Dynasty trusts

• Charitable remainder trusts

• Foundations

• Donor advisor funds

The right strategy will anticipate changes to your life situations and enhance the 
protection and earning potential of your assets. 

When creating a wealth management strategy, it’s a great idea to determine how 
much money you’ll need to support your desired lifestyle and, if you choose, 
leave as a legacy for future generations. The answer will dictate the rate of return 
and risk from investments required to provide the necessary income and long-
term goals.

Knowing your baseline cost of living is important: it will help you build a plan that 
meets your retirement income goals.

There are some general guidelines to follow when determining living expenses 
in retirement. For example, if you want to maintain your current standard of 
living, then you’ll need to be prepared to handle 90-100 percent of your current 
expenses post-retirement.
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A lot rides on proper planning. 

Real effort is required now to 

enjoy the retirement you want 

after you sell your dealership. 

As you can see, there’s a lot riding on proper planning — it can require real effort 
right now to enjoy the retirement you want after you sell your dealership.

STRUCTURE THE SALE TO HELP MAXIMIZE EARNINGS  
WHILE REDUCING POTENTIAL TAX LIABILITIES

Knowing your options ahead of time can help you negotiate for specific things 
that will enhance your continued earning potential while reducing potential 
obligations.

For example, if the deal includes keeping you on a retainer for a period of time, 
you may want to establish a separate company with a retirement plan option 
instead of taking retainer payments individually. This allows you to continue 
saving tax-deferred dollars, further reducing your taxable income.

A retirement plan may allow you to defer up to $59,000 (depending on age and 
plan). In addition, depending on your situation, you may also be able to set up a 
cash balance pension plan that may allow you to contribute dollars in addition to 
the $59,000 limit. 

CONSIDER ASSET COMMISSIONING

Once the sale is completed, taxes are paid and funds have been distributed, turn 
your attention to positioning the remaining money so it affords your desired 
lifestyle now and into the future. 

One way to do that is to create separate investment management accounts that 
accomplish different goals. 

RETIREMENT GOAL % OF CURRENT EXPENSES YOU 
MUST BE ABLE TO AFFORD 

Maintain current standard of living 90-100%

Enter retirement with major debts paid 
(mortgage, college for kids) 70-80%

Serious reduction in current standard 
of living 50-60%
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An example of creating separate investment management accounts: 

1. One account handles short-term, one to two years’ worth of fixed-living 
expenses — standard everyday expenses — invested in certificates of deposit 
or cash. It would be replenished every two years from other accounts.

2. A second account focuses on risk management building and providing 
wealth over three to seven years. Typically, this account is used to invest in 
bonds. 

3. The third and final account represents a growth account intended to create 
growth over a longer period of time — often six to ten years. It’s more 
aggressive than the bond account and will help replenish the first two 
accounts over time. 

By following this example, you’re left with peace of mind knowing your short-term 
needs are being met and your long-term income growth strategy is in place.

These are just a few of the issues you’ll want to address in order to maximize the 
wealth generated from the sale of your dealership. 

Want to learn more? Contact us today! 

ABOUT REHMANN

Rehmann advisors have been serving dealership clients for over 40 years 
with services including strategic planning, performance measurements, tax, 
accounting and assurance, and mergers & acquisitions. The Firm offers a cross-
functional team approach that gives clients direct access to a professional in any 
available service. 

ABOUT THE AUTHOR

Jim Goerlich, Jr. leads the Rehmann Dealership Group and concentrates his 
practice in dealerships, manufacturing and other commerical entities. Contact 
him today at 248.952.5000 or jim.goerlich@rehmann.com.


