
Information & Instructions:  Option Agreement to Purchase A Business 
 
1. An option to purchase is similar to an earnest-money contract wherein one party 
purchases the right to buy a business or other property for the price during the time period 
specified in the option. 
 
2. The optionee is not required to buy the property during the option period but has the 
exclusive right to buy it pursuant to the terms of the option agreement. 
 
3. The option form is based upon these assumptions: 
 

a. The seller grants to the optionee the exclusive right to purchase the property 
described in the option agreement. 
 
b. The consideration for the option is a specified down payment and the remainder 
to be paid pursuant to the terms of an attached promissory note. 
 
c. The option is irrevocable for the time specified. 
 
d. The purchase price is based upon the assumption of a first lien note and the 
execution of a promissory note for the remaining balance owed, secured by a security 
agreement and a financing statement on all the personal property and realty and fixtures 
owned by the corporation with the remaining balance to be paid in cash at closing. 
 
e. There are certain conditions precedent to the exercise of the option; e.g., the 
optionee may exercise the option but he or she must be approved by the shareholders to 
purchase the stock of the corporation and continue the operation of the corporation. 
 
f. In the event that optionee does not exercise the option prior to its expiration, the 
consideration paid for the option will be retained by seller. 
 
g. Conditions applicable to closing, including the execution of the necessary 
documents, sale, and delivery of the certificates, are stated in the option agreement.  
 
h. The optionee receives the right to renew the option for the period specified and 
the right to approve or disapprove a sale to a third party. 

 
Information & Instructions: Sale of a Business 
 
1. Forms for use in connection with the sale of a business. Sale agreement, acknowledgements, 
etc. 
 
2. Going out of business sales: 
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Senate Bill 1123 amended Section 111.020 of the Texas Tax Code.  The amendment requires the 
buyer of a business or of the assets of the business, to withhold from the purchase price an 
amount sufficient to pay the taxes which are due to the comptroller of public accounts.   
 
The buyer may release the withheld monies when the seller provides a receipt from the 
comptroller showing that the amount has been paid or a certificate stating that no taxes are due.   
 
Failure of the buyer to withhold such amount causes the seller to be liable to the state for the 
taxes due.   
 
Subsection (f) of Senate Bill 1123 provides that adherence to the withholding provisions of 
section 111.020 is not a defense to an assessment of tax liability against the buyer if the amount 
withheld from the purchase price is not sufficient to fully satisfy the tax liability of the seller and 
the purchase price paid to the seller is not reasonably equivalent to the value of the business or 
stock or assets acquired. 
 
Form: Option to Purchase A Business 
 

OPTION TO PURCHASE A BUSINESS 
 
For and in consideration of $______________, receipt of which is acknowledged in the form of the 
attached Promissory Note, attached to this agreement as Exhibit "A" and incorporated in this 
agreement for all purposes, [First Name] [Middle Name] [Last Name] ("Seller") grants to [Entity 
Name] ("Buyer") an exclusive right and option to purchase, on the terms and conditions in this 
agreement set forth, the following described property: [Property Description]. 
 
1. Option.  This Option is irrevocable for a period of 10 years from the date hereof. 
 
2. Purchase Price.  The exact purchase price shall be the sum of $_________, payable 

as follows: 
 
 a.  Assumption of the First Lien Note. 
 
 b.  Execution of a Promissory Note by Buyer payable to seller, secured by a Security 
Agreement and Financing Statement on all personalty and fixtures owned by the Corporation, in the 
amount of $__________, in the form substantially the same as the attached Exhibit "B". 
 
 c.  The balance, if any, to be paid in cash at closing, subject to the applicable credits, if 
any, defined in Paragraph 4. 
 
3. Conditions Precedent.  In order for  Buyer to exercise this Option, all of the following 
conditions must be met: 
 
 a. Buyer must be approved by [Person to Approve Purchaser] to purchase [Property 
Description]. 
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 b. The existence of no default or violation of the terms, conditions, standards, and 
provisions of [Instrument to Violate as Condition Precedent], a copy of which is attached to this 
agreement as Exhibit "C" and incorporated in this Agreement for all purposes. 
 
 c.  The terms of this Option Agreement have not been revealed by Buyer nor has a copy 
of it been given by  Buyer or anyone not a party to it without the consent of seller. 
 
 d. The existence of no default of the terms and conditions of that one certain 
Promissory Note attached to this agreement as Exhibit "A" which represents the Option 
Consideration. 
 
4. Forfeiture of Option Consideration.  If the option has not been exercised by  Buyer before it 
expires, the consideration paid in this Agreement shall be retained by seller.  If, however, the Option 
is exercised by  Buyer in accordance with the terms hereof, seller shall credit toward such purchase 
all option money received as of the date of closing and any other credits against purchase as agreed 
in writing. 
 
5. Notice.   Buyer shall notify seller of intent to exercise Option by giving seller notice of such 
intention by certified mail, return receipt requested, at least forty-five days prior to 
_____________________, whichever shall first occur. 
 
6. Benefit.  This Option shall be binding on  Buyer and may not be assigned by  Buyer without 
the written approval of seller, which approval will not be unreasonably withheld. 
 
7. Addresses of Parties.  For purposes of this Agreement and notice hereunder, the parties' 
addresses shall be as follows:  
 
  SELLER: [City, State, and Zip Code] 
 
  BUYER: [Address for Notice] 
 
8. Closing.  Execution of the necessary documents to effect the sale contemplated in this 
agreement shall be within thirty days of written notice by [Person to Approve Purchaser] that Buyer 
has been approved to purchase this [Property Description].  Delivery of the [Property Description] 
shall be made upon receipt by seller of the cash portion of the sales price as set forth in Paragraph 2 
and the Promissory Note described in Paragraph 2b.   in this agreement.  During the payoff of the 
purchase price, seller shall retain [Property Description] purchased hereunder in order to perfect a 
security interest, which Buyer will pledge as additional security for payment by Buyer of the 
balance of the purchase price.  This note shall be in substantially the same form as the attached 
Exhibit "B". 
 
9. Benefit.  This Agreement shall be binding on the parties hereto, their heirs, and legal 
representatives. 
 
10. Renewal of Option. If there is not default by Buyer of [Instrument to Violate as Condition 
Precedent] and the Option Contract, the option will be renewed for a period of 10 years, and Buyer 
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will have the right to approve/disapprove sale to third party. The consideration for the renewal of 
the Option will be $____________, payable on the same terms and conditions as set forth in the 
attached Exhibit "B". 
 
Signed on ______________. 
 
 

______________________ 
BUYER 

 
 

_____________________ 
SELLER 

 
State of Texas 
County of ____________ 
 
This instrument was acknowledged before me on __________ by ________________________. 
 

_____________________________________ 
Signature of officer 
_____________________________________ 
Notary's typed or printed name 
 
My commission expires: 
______________________ 
[or Notary's Stamp] 

 
 
State of Texas 
County of ____________ 
 
This instrument was acknowledged before me on __________ by ________________________. 
 

_____________________________________ 
Signature of officer 
_____________________________________ 
Notary's typed or printed name 
 
My commission expires: 
______________________ 
[or Notary's Stamp] 
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