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What exactly does the term “goodwill” 
mean when it comes to buying or selling 
a business? Usually, the term “goodwill” 
is a reference to all the effort that a 
seller puts into a business over the years 
that he or she operates that business. 
In a sense, goodwill is the difference 
between an array of intangible, but 
important, assets and the total purchase 
price of the business. It is important not to 
underestimate the value of goodwill as it 
relates to both the long-term and short-
term success of any given business.

According to the M&A Dictionary, an 
intangible asset can be thought of as asset 
that is carried on the balance sheet, and 
it may include a company’s reputation 
or a recognized name in the market. If a 
company is purchased for more than its 
book value, then the odds are excellent 
that goodwill has played a role.

Goodwill most definitely contrasts and 
should not be confused with “going 
concern value.” Going concern value is 
usually defined as the fact that a business 
will continue to operate in a fashion that 
is consistent with its original intended 

Examples of goodwill can 
be quite varied. Listed 
below are some of the  
more common and 
interesting examples:

     A strong reputation

     Name recognition

     A good location 

     Proprietary designs

     Trademarks

     Copyrights

     Trade secrets

     Specialized know-how

     Existing contracts

     Skilled employees

     Customized advertising  
       materials

     Technologically 
       advanced equipment

     Custom-built factory

     Specialized tooling

     A loyal customer base

     Mailing list

     Supplier list

     Royalty agreements

purpose instead of failing and  
closing down.

In short, goodwill in the business realm 
isn’t exactly easy to define. The simple 
fact, is that goodwill can, and usually 
does, encompass a wide and diverse 
array of factors. There are, however, many 
other important elements to consider 
when evaluating and considering 
goodwill. For example, standards require 
that companies which have intangible 
assets, including goodwill, be valued by 
an outside expert on an annual basis. 
Essentially, a business owner simply 
can’t claim anything under the sun as an 
intangible asset.

Whether you are buying or selling a 
business, you should leverage the know 
how of seasoned experts. An experienced 
business broker will be able to help 
guide you through the buying and selling 
process. Understanding what is a real and 
valuable intangible asset or example of 
goodwill can be a key factor in the buying 
and selling process. A business broker can 
act as your guide in both understanding 
and presenting goodwill variables.
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About Wright Corporation

We provide services to anyone considering buying or selling a business. We 
are happy to answer any questions about these activities including pricing 
and valuation issues, exit strategies, business financing or any other subjects 
related to the purchase or sale of a business.

Our Services

Selling a Business   Provide complete advisory and brokerage services

Business for Sale   Advise businesses of current market condition, pricing  
     and structuring for a successful sale

Buying a Business   No charge consultations and an excellent inventory  
     of businesses for sale
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Many sellers worry that employees might 
“hit the panic button” when they learn that 
a business is up for sale.  Yet, in a recent 
article from mergers and acquisitions 
specialist Barbara Taylor entitled, “Selling 
Your Business? 3 Reasons Why Your 
Employees Will Be Thrilled,” Taylor brings 
up some thought-provoking points on 
why employees might actually be glad 
to hear this news. Let’s take a closer look 
at the three reasons that Taylor believes 
employees might actually be pretty 
excited by the prospect of  
a sale.

Taylor is 100% correct in her assertion that 
employees may indeed get nervous when 
they hear that a business is up for sale. 
She recounts her own experience selling 
a business in which she was concerned 

that her employees might “pack up their 
bags and leave once we (the owners) had 
permanently left the building.” As it turns 
out, this wasn’t the case, as the employees 
did in fact stay on after the sale.

Interestingly, Taylor points to something 
of a paradox. While employees may 
sometimes worry that a new owner will 
“come in and fire everyone” the opposite 
is usually the case.  Usually, the new 
owner is worried that everyone will quit 
and tries to ensure the opposite outcome.

Here Taylor brings up an excellent point 
for business owners to relay to their 
employees. A new owner will likely 
mean enhanced job security, as the new 
owner is truly dependent on the expertise, 
know-how and experience that the current 
employees bring to the table.

A second reason that employees may be 
excited with the prospect of a new owner 
is their potential career advancement. The 
size of your business will, to an extent, 
dictate the opportunities for advancement. 
However, if a larger entity buys your 
business then it is suddenly possible for 
your employees to have a range of new 
career advancement opportunities. As 
Taylor points out, if your business goes 
from a “mom and pop operation” to 
a mid-sized company overnight, then 
your employees will suddenly have new 
opportunities before them.

Finally, selling a business could mean 
“new growth, energy and ideas.” Taylor 
discusses how she had worked with a 
72-year-old business owner that was 
exhausted and simply didn’t have the 

energy to run the business. This business 
owner felt that a new owner would bring 
new ideas and new energy and, as a 
result, the option for new growth.

Confidentiality Agreements
What are the most important elements?

The Sale of a Business May 
Actually Excite Employees

A new owner will likely mean enhanced job security,

as the new owner is truly dependent on the expertise, know-how 

and experience that the current employees bring to the table.

There is no way around it, Taylor’s article 
definitely provides ample food for 
thought. It underscores the fact that how 
information is presented is critical.  It is not 
prudent to assume that your employees 

may panic if you sell your business. The 
simple fact is that if you provide them with 
the right information, your employees may 
see a wealth of opportunity in the sale of 
your business.

Every business has to be concerned about 
maintaining confidentiality. In fact, it is 
common for business owners to become 
somewhat obsessed with confidentiality 
when they are getting ready to sell  
their business.

It goes without saying that owners don’t 
want the word that they are selling to 
spread to the public, employees or most 
certainly their competitors. Yet, there is 
something of a tug of war between the 
natural desire for confidentiality and the 
desire to sell a business for the highest 
amount possible. At the end of the day, 
any business owner looking to sell his or 
her business will have to let prospective 
buyers “peek behind the curtain.” Let’s 
explore some key points that any good 
confidentiality agreement should cover.

At the top of your confidentiality list should 
be the type of negotiations. This aspect of 
the confidentiality agreement is, in fact, 
quite important as it stipulates whether 
the negotiations are secret or open. 
Importantly, this part of the confidentiality 
agreement will outline what information 
can be revealed and what cannot  
be revealed.

Also consider the duration of the 
agreement. Your agreement must be 
100% clear as to how long the agreement 
is in effect. If possible, your confidentiality 
agreement should be permanently 
binding.

You will undoubtedly want to outline 
what steps will be taken in the event 
that a breach does occur. Having a 
confidentiality agreement that spells out 

what steps you can, and may, take if a 
breach does occur will help to enhance 
the effectiveness of your contract. You 
want your prospective buyers to take the 
document very seriously, and this step will 
help make that a reality.

When it comes to “special considerations” 
category, this should be elements that 
apply to the business in question. Patents 
are a good example. A buyer could 
learn about inventions while “kicking the 
tires,” and you’ll want to be quite certain 
that any prospective buyer realizes that 
he or she must maintain confidentiality 
regarding any patent related information.

Of course, do not forget to include any 
applicable state laws. If the prospective 
buyer is located outside of your state, then 
that is an issue that must be adequately 
addressed.

A confidentiality agreement is a legally 
binding agreement. And it is important 
that all parties involved understand this 
critical fact. Investing the money and time 
to create a professional confidentiality 
agreement is time and money very well 
spent. An experienced business broker 
can prove invaluable in helping you 
navigate not just the confidentiality 
process, but also the process of buying 
and selling in general.
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