Terms and Conditions of Selling Your Mortgage Business

When selling your mortgage brokerage, the terms and conditions of the sale are crucial to ensuring a
successful transaction. These terms outline the rights, responsibilities, and obligations of both the seller
and the buyer, and they ultimately determine how smoothly the sale process will go. Understanding and
negotiating favorable terms and conditions is key to protecting your interests and maximizing your
return. Here are the key terms and conditions to focus on when selling your mortgage business.

1. Purchase Price and Payment Structure

The purchase price is the most straightforward element, but how and when you receive payment is just
as important. The payment structure could include:

Upfront Payment: Ideally, you want the majority of the sale price paid upfront in cash. This gives you
immediate liquidity and reduces risk.

Earnouts: Part of the payment may be contingent on future performance (revenue or profit targets).
While an earnout can increase the total payout, it introduces risk (as discussed previously).

Seller Financing: In some deals, the seller finances part of the purchase price, allowing the buyer to pay
over time. While this can attract more buyers, it extends your financial involvement in the business post-
sale.

2. Assets vs. Share Sale
Deciding between an asset sale and a share sale has legal, tax, and financial implications for both parties:

Asset Sale: The buyer purchases specific assets (such as client lists, contracts, or equipment) and may
exclude liabilities. This type of sale can provide tax benefits to the buyer and minimize their risk but may
result in higher taxes for you, the seller.

Share Sale: The buyer purchases the company’s shares, taking ownership of all assets and liabilities. This
type of sale often provides more favorable tax treatment for the seller but may expose the buyer to
greater risk due to inherited liabilities.

3. Non-Compete and Non-Solicitation Agreements

Buyers will typically want protection from competition after the sale. Non-compete and non-solicitation
agreements prevent you from starting a new mortgage business or soliciting clients or employees for a
certain period within a defined geographical area.

Non-Compete: Limits your ability to start or operate a competing mortgage business within a certain
distance and time frame.



Non-Solicitation: Prevents you from poaching clients or employees from the brokerage after the sale.
These agreements protect the buyer’s investment, but ensure the terms are reasonable and not overly
restrictive.

4. Transition and Support Period

In many deals, the buyer will request a transition period where you stay involved in the business to
ensure continuity. This can include:

Advisory Role: You may agree to remain involved for a set period to help with client handovers, staff
management, and operational questions.

Consulting Agreement: If the buyer requires your ongoing expertise, this can be formalized in a paid
consulting role post-sale.

It’s important to define how long you’ll be involved and clarify your responsibilities during this transition
period.

5. Representations and Warranties

Buyers will want assurances about the condition of the business they are purchasing. Representations
and warranties are legally binding statements about the business’s financial health, compliance status,
and operational integrity. As a seller, you must ensure these statements are accurate, as any
misrepresentation can lead to legal disputes or adjustments in the sale price.

Conclusion

The terms and conditions of selling your mortgage business go beyond just the price—understanding the
full scope of the sale agreement is essential. By focusing on payment structure, sale type, non-compete
terms, transition support, and representations, you can negotiate a deal that protects your interests
while ensuring a smooth transition for the buyer. Carefully crafting and reviewing these terms with legal
and financial advisors will help you secure a successful and profitable exit from your business.



