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Commercial Real Estate Lending

Contact Steve Bowers, Penn Community Bank Real Estate Relationship Manager, 
today at sbowers@penncommunitybank.com or 215-788-1234.

Penn Community Bank offers specialized lending products just right 
for professionals like you.

We’re here to help you make your next big move, whatever your need:

PennCommunityBank.com • 215-788-1234

MAKE YOUR 
NEXT BIG 
MOVE

• Acquisition & Development Loans
• Residential Project Development Loans

THE EXPERTISE OF NATIONAL BANKS.
A COMMITMENT TO BUSINESSES LIKE YOURS.

• Investment Property Loans
• Rental Property Construction Loans 

FOCUS ON SMALL BUSINESS BANKING

By Michael Lamm
Special for Lehigh Valley Business

While the U.S. Census Bureau reports 
there are approximately 32 million small 
businesses in the US, only a third of them 

have employees and 
must meet a weekly 
payroll. While all small 
businesses are vital to 
the economic health 
of our country, I am 
only referencing the 
one-third of small 
businesses with pay-
roll for the purposes of 
this discussion.

Whether your small 
business is for sale or you are in the market 
to purchase a small business, a heightened 
emphasis on compliance is currently slow-
ing down the due diligence process. Buyers 
and sellers alike are asking for more assur-
ances and information about how a busi-
ness manages its policies, procedures and 
processes to remain in compliance. 

What has been slowing the process 
down from the seller’s side of the equation 
is being able to assemble all the informa-
tion needed in an organized fashion to 
share with the potential buyer. This infor-
mation can include everything from how 
the seller deals with consumer complaints 

to how they respond to these complaints, 
which many times are simply disputes. 

Each industry will have its own unique 
reporting requirements. A restaurant may 
have to account for food safety and sani-
tary issues, a food delivery service may 
have to account for pedestrian injuries 
and a telemarketing company may have to 
deal with Telephone Consumer Protection 
Act issues. 

The structure of a transaction, whether 
an asset or stock sale, will lead to differing 
implications for assumed liabilities for the 
buyer post-transaction. This will impact 
the level of diligence required. The most 
tax-advantageous structure to the seller of a 
business will likely be a structure that leads 
to greater legal exposure for the buyer, 
requiring more extensive diligence efforts.

Seek experienced legal counsel
Having legal counsel retained who is 

knowledgeable in this area – internal or 

outsourced – who can answer questions 
around any recent lawsuits or legal actions 
against the company can accelerate the 
due diligence process. 

At our mergers and acquisitions com-
pany, we have experienced firsthand how 
an experienced attorney who understands 
an industry can help to accelerate the due 
diligence and legal documentation pro-
cess. 

Prepare compliance materials ahead of time
Any small business thinking of put-

ting itself on the market or is already 
on the market should take time to pre-
pare compliance materials and have as 
much available right from the begin-
ning to avoid issues that can come up 
later. 

The more preparation work that can 
be done on the compliance side will help 
to shave off valuable time in the due dili-
gence process. 

Sellers of small businesses should 
always disclose, disclose, disclose during 
a negotiation. There is no point in hop-
ing a prospective buyer will not find out 
about a troublesome issue – a “skeleton 
in the closet” – or that the issue is not 
relevant/applicable to the due diligence 
process. 

In the long run, if you are selling a small 
business you will be much better off put-
ting everything out on the table, while 
explaining what, if anything, happened in 
the past regarding any inquiries. By doing 
so the seller can anticipate the possibility 
the buyer could come back later to claim 
he or she didn’t share information. Even 
worse, the purchaser could file a lawsuit 
post-transaction leading to years of legal 
action. 

You should begin by establishing a 
trusting relationship with an M&A special-
ist, before either buying or selling a small 
business. As in all aspects of your business 
life, it is never too soon to start planning 
ahead.

•
Michael Lamm is a managing partner 

at Corporate Advisory Solutions, a mer-
chant bank headquartered in Philadelphia 
and serving Lehigh Valley businesses. He 
can be reached at mlamm@corpadviso-
rysolutions.com or 202-904-7192. 

Eyeing a small-business deal? Think due diligence.
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