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Business Selling Bible

Our mission is to inspire, 
empower, and support 
business owners to 
successfully sell their 
business. We want you to get 
the most after-tax dollars for 
your sale, at a fraction of 
what it would cost to hire a 
full-service firm. 

MISSION

SEE FOR YOURSELF

Start today with a glimpse of our 
free online resources at 
www.businesssellingmastery.com
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What We Offer

1. The most comprehensive web-based 
educational platform and support system 
on the planet to assist business owners 
successfully sell their business and add 
more value to their life goals. 

2. Delivers our entire commission based 
business brokering service for a fraction 
of the price. This includes a professional 
valuation, professionally produced offering 
memorandum, marketing tools and 
collateral, deal structure support, guidance 
for closing and transition, and more.

3. We generate qualified leads while guiding 
you to find and qualify leads, on your own, 
confidentially. 

4. Instead of negotiating on your behalf, we 
coach you through the negotiation 
process. 

5. No risk, no questions asked, money back 
guarantee.

6. We have four options for you to choose 
from based on the level of support you 
need, starting with our free resources. 

http://www.youtube.com/watch?v=zebylvCU4iE
http://www.businesssellingmastery.com


Business Selling 
Facts
1. The average commission paid to a 

Business Broker in North America is 
10% of the sale price, of sales less 
than $1,000,000 (not including 
inventory or real estate). Rates are 
different for businesses with real 
estate.  

2. The average amount of time it takes a 
professional broker to sell a business is 
125 hours.  

3. From beginning to end, it takes on 
average 6-12 months to sell a 
business. The time frames are often 
longer in smaller population centers 
where there are fewer buyers or 
relocation interest. 

4. It often takes 60 - 120 days for a deal 
to be finalized once there is an 
accepted offer (Letter of Intent). This 
can vary based on seasonality, 
complexity, and other variables. A 
reasonable target is 75 days. 

5. Most business brokerages charge an 
upfront engagement fee and then are 
only paid upon a successful sale. 

6. Others who sell businesses from time 
to time include lawyers, accountants, 
and real estate agents. Some people 
are happy to hire a carpenter to do 
surgery on their heart, not our clients. 
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Business Selling Bible -  A Wealth of  
Knowledge and Expertise
Almost 90% of businesses in North America are owned and operated by a sole owner 
or a couple. In our experience, there are several reasons owners choose not to sell on 
their own. They believe they do not have the expertise, know where to find qualified 
buyers, maintain confidentiality throughout the process, or believe it will be 
time-consuming. We know this because we have asked previous clients of our full 
service offering through Gateway Business Brokers and prospective sellers who 
connect with us. 

When Gateway Business Brokers opened in 2009, the success rate of the industry 
was quite dismal, with only 1 in 9 businesses for sale, selling. Who would want to take 
their chances selling with those odds? This was not an acceptable outcome for us. 
Our track record has proven to be up to 9x more effective than the industry average, 
with approximately 70% of our clients achieve a sale within the price range intended.

Many leading firms in the industry believe the use of their services helps a business 
owner generate 20% or more value compared to selling alone. This is an acceptable 
benchmark, but we asked, why shouldn't business owners achieve the same results 
on their own?

Business Selling Mastery is a confidential framework providing step-by-step support 
and all the systems necessary to achieve the highest sales price for a fraction of 
what it would cost using a professional broker. The idea you do not have the 
expertise necessary, access to qualified buyers, or the time required to complete a 
successful sale is an illusion.

Business Selling Mastery provides all the tools and experience you need to pay 
yourself a professional business broker?s commission without risking your deal or 
reducing your price. What is your time worth? Is it worth $50, $100 per hour or more? 
The average time it takes a professional business broker to sell a business is 125 
hours. You do the math. This program and the decision to sell your business with this 
system is worth your time. 

If  you are ready for the knowledge, growth, and the rewards of  selling your 
most personal asset -  your business, then Business Selling Mastery is for you. 
Allow us the privilege to inspire, empower, and support you through every step 
of  selling your business.
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The Six Stages of  Selling Your 
Business
You will be supported through these six stages with one-on-one consultation, video 
training, spreadsheets, checklists, and instructions. We believe that success in all sales 
comes from the planning phase. 

Psychology, Taking 
Inventory, Pre-Due 
Diligence

PREPARATION

DUE DILIGENCE

MARKETING

CLOSING & TRANSITION

Valuation, Deal Structure, & 
Tax Planning 

VALUATION

Buyer, Negotiations
OFFERS
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Creating an appealing 
business profile and 
distributing it through the 
right channels.

Making sure the right 
documents are prepared 
and ready for a buyer to 
feel confident in your 
business.

Ironing out the fine details 
of the sale and helping the 
buyer transition to a 
successful owner, like 
yourself.



The Six St ages 
of  Sell ing Your  
Business 



Preparation
Success starts in the mind and in the heart. To achieve all things important and 
valuable, knowing what you want and then committing to making them happen is 
what it takes. In this module, we position you to find and to feel your rock solid 
confidence and clarity about your goals. We help you find the vision and what the 
path ahead may have in store. We provide a clear and concise framework on how to 
prepare your business so you may unlock the full value you have worked so hard for 
and deserve. 

Having this foundation to grow from, and to always keep in mind when the work 
begins, will ensure you are ready for the best possible outcome. Benjamin Franklin 
once said, ?If you fail to plan, you are planning to fail.? Let?s get rock solid on your 
state of mind and get you prepared so we minimize the challenges and maximize the 
outcome! 

Your state of  mind impacts every outcome. You have to think high to r ise high! 

Stand back and look at your business objectively. Become prepared, unlike 90% of all 
other businesses being sold. Once you commit your focus and discipline, there is little 
that will limit your desired outcome from becoming reality.
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Psychology of  a Winning Sale
Where does it all start? What do we need to 
do to set you up in your mind and in your 
heart, to be prepared for everything that's 
coming down the road to achieve your 
successful sale?

I can tell you, that with the time that we've 
spent in working through all these 
circumstances that we've had, there's a 
handful of things that really just boil to the 
top. There are times I can look back and say, 
every time that these things have happened, 
we've run into problems whereas when 
these things have happened, it's been an 
enjoyable, successful outcome. I'd love to 
share my experiences with you.

My hope, goal, and belief is that this Bible 
will expand your psychology and put you in 
a position where you can improve the 
probability of success and achieve the the 
sale and vision that you want.
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The Starting Point

I really want to start here, because this isn't just your business, it is your life. Your 
business can be one of the most important aspects of your life. Where else do you 
spend more time? Dedicate more resources? Have more pain, more wins, heartaches, 
growth opportunities, and headaches? My belief is to be not greedy. Selling a 
business is creating a win-win relationship between the buyer and seller. The sale 
needs to be a win-win relationship, because you have a buyer on the other end that 
also needs to feel good about the transaction. When you go through the preparation 
and valuation sections, you'll learn that our focus is to get you prepared to be 
relevant to the market of buyers and not just looking for top dollar. Investing this time 
in the preparation and valuation can often be hard to justify, so maybe there's an 
opportunity here for us to be humble and surrender to the idea it is absolutely worth 
the effort. 

When selling your business you need to ask yourself, what do I really have here? You 
need to figure out if you're really being fair throughout the selling process. Doing this 
will keep you humble and make it difficult to be greedy, while building a relationship of 
good faith with your prospective buyers. This is definitely one part of valuable 
mindset, especially when you're negotiating terms and conditions. 

Selling your business is more than just a transaction, it's a relationship. You're 
developing a relationship with a buyer that ultimately is taking over one of the most 
important aspects of your life. The buyer is oftentimes investing everything they've 
acquired in their life into your business, they're making a significant change in their 
life. Buyers aren't just acquiring your business, they're often also moving into a new 
community, a new town, a new state, a new province, a new country. With all those 
changes can come a little fear or other emotions. It's significant change. We're looking 
to create certainty and ease those fears within this relationship. So how do we do 
that? We want to be clear and succinct in the information we have to provide to the 
buyers. And that's all detailed in our preparation phase - how we're ideally prepared, 
positioning the business to provide the information that help buyers answer the 
questions they need to move forward with confidence and confirm your business is 
the right business for them. 

CERTAINTY
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The psychology or mindset in buying a business is the most fundamental  success 
factor that exists and much of it starts with the financial condition of your business. 
Let's face it, we all have bills to pay, food to put on the table, and other obligations. 
These are our basic needs. One of the first and one easiest things we can do is 
ensure the financial presentation of our business is clear and concise. For a buyer to 
move forward with confidence, they will need to confirm their minimum expectations 
can be met with your business' financial results. Perhaps they don't even know what 
their needs are, so sometimes we simply need to ask buyers what their minimum 
needs are to survive or live on. If your business can't meet their need, or your buyer 
feels the business can't meet their needs, then there is a good discussion to have or 
consider.  What needs to change on either side of the table to see if there can be a 
meeting of the needs? Perhaps your business requires a lot of additional hard work 
and investment to move the needle from where it is now to where they need it to be. 
Perhaps there is something the buyer can do, with confidence, to create an immediate 
impact on the financial performance of the business. Perhaps there is a unique sales 
structure that can help bridge the gap.  If there is a gap, this means there is 
uncertainty and this means there  can be unnecessary wasted time, resources, and 
added risk or frustration. 

With the mindset of "anything is possible", you're always open to solutions. The 
psychology or mindset your buyer needs to exhibit is one of confidence, especially in 
the history of your business, what you've created and what it can be. The foundation 
of confidence is built on the connection they have with what you've done - your 
history. It's what they can see and what they can believe that will ultimately 
determine their level of confidence and the actions they will take to move forward. 

CONFIDENCE
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Lets get into the importance of the preparation stage, as well as the Letter of Intent 
process. In approximately 70% of the deals we've brokered, the price agreed in the 
Letter of Intent was agreed to before the deep due diligence started. 

The price and terms were agreed to before there was a term sheet provided from a 
bank, before an appraisal was done, before a lawyer or accountant got involved. I 
share this with you to show that if we do the preparation work to set your business 
up for success, than the confidence of your buyer is greatly improved. By offering a 
well presented and clearly identifiable overview of your business, it simply makes it 
easy for the Buyer to relate, understand, and build confidence and a relationship with 
you. They'll absolutely be looking at other businesses, and 9 times out of 10, they are 
comparing your business to those other businesses. If you present yourself well 
enough, guess what? Their confidence goes up, their certainty goes up, and they can 
make that decision much, much faster. 

So what does that do? It saves time and it saves money, while also raising the 
confidence of all parties involved. There are always going to be buyers that will 
negotiate endlessly right down to the last second before a deal closes. If you feel 
that's the case early on and you don't have a helpful buyer, somebody that you feel 
comfortable working with, yes, there's a negotiation. There are needs and wants on 
both sides. You need to determine how it makes you feel here, if it feels wrong, then 
stop it, cut the deal, save your own psychology from getting trapped in the fear of 
loss. 

Stay focused and confident that your ideal buyer is out there. An ideal buyer will help 
minimize the costs, minimize the time, enhance the success of sale, your business will 
carry forward in the right hands and continue growing the legacy you've already 
created. I really want you to recognize any fears you might have in the sale of your 
business are natural, and certainly manageable. We've all got personal emotional 
needs that must be satisfied. Certainty it is one of the most important underlying 
emotional needs that people have.

SIGNIFICANCE
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The buyer also has a need for certainty and oftentimes, that is a financial certainty. 
They need a certainty the seller they're working with is truthful and trusting. They 
need certainty that the business will continue to thrive, that customers will remain, 
that suppliers will continue to provide, and that employees will continue to be there to 
support the business. 

As you're progressing through the sale process, I encourage you to take a step back 
and reflect. Be sure to ask yourself if what you're doing is serving the end goal or is it 
detracting from that goal? Is it helping the buyers end goal? Are we working together 
towards that end goal?

Another key aspect of selling your business is team. Don't let lawyers or accountants 
ruin your deal. This is your business to sell. As you work through the challenges that 
might come up through the negotiations back and forth, take stock of who your 
lawyer is and who you believe them to be. I encourage you not to be greedy so make 
sure none of your team members are either. Make sure to always question if they're 
helping move things forward. If you ever feel that the sale progress begins to stall 
and cause tension and stress in your deal, then stop it, call it out, figure out what it is 
and find the solution to keep moving it forward. 

This is your deal and we trust this information has generated some valuable thought 
for you, expanded your ideas, and provided focus on how to move forward with the 
sale your business. If you would like to connect with us about something specific 
relative to your deal, planning, or transaction, click HERE to book a meeting with us or 
send an email to our team at support@businesssellingmastery.com. Our team is 
supported by world class business results coach, Jamie Adamchuck. His whole 
practice is built on the successful psychology of business ownership and the people 
who own and run them. What happens between the ears, determines how big or small 
our successes will be.

SOLUTIONS
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Your  Winning 
Team



I want to make sure you're set up with a winning team. This section will help you 
understand what that looks like and why that is important. Let's take some time to 
make sure that your team is together, you've set yourself up for success, and are 
focused on achieving that success. There are a handful of people that are going to be 
necessary in creating that success. You're going to need a competent lawyer that has 
experience in commercial transactions, an accountant is going to be involved, more 
often than not in providing financial information, providing tax assessment, tax 
analysis, and so forth. Your banker will be involved and who knows your business 
better than your banker from a financing perspective. Sometimes it is beneficial to get 
out there and find another banker or a get a reference from a commercial broker. 

If you own real estate then real estate appraisers, environmental people, property 
inspectors, and equipment appraisers could all be needed. These are just some of the 
due diligence items that are going to come up through the sale of your business from 
a buyer and from the bankers that are going to be involved. The more prepared you 
are, and the stronger team you have are ways to achieve your ideal sale.

EVERYONE LIKES A WINNING TEAM
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Lawyer
Let's make sure that your lawyer has 
experience doing commercial transactions. 
If they do, then their mindset is going to be 
helping and being focused on getting a deal 
done. They'll be focused on finding 
solutions and moving things forward in a 
very succinct period of time, as opposed to 
causing challenges. From experience, there 
can be a lot of challenges. Some lawyers 
don't have the right experience. Some 
lawyers don't have the right mindset or the 
heart to do what's necessary to help you 
achieve your goals. Some lawyers are 
focused on themselves and how much time 
they can bill you for. If they create 
problems and challenges with the other 
party's lawyer it can create more time back 
and forth, leading to frustration and higher 
costs to you. I don't think that it's 
intentional. Perhaps it is, but I share that 
with you just from experience. And I want 
you to feel confident that you've got the 
right lawyer on your team because your 
lawyer is the person that helps get the deal 
across the finish line. They are the last 
person involved before your check is 
cashed. Your lawyer is an important team 
member, make sure you've got a good one. 
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Accountant
One of my recommendations is to interview 
several accountants so you feel confident 
in hiring the right accountant for you and 
your sale. You want your accountant to be 
organized and prepared and that they have 
everything a buyer's accountant is going to 
require in order to work through the due 
diligence. Most importantly, and some of 
your first steps around this is going to be 
tax analysis and the structure of your 
business. Having a discussion with them to 
make sure that you're set up for the most 
tax efficient sale possible is recommended. 
There's no more significant expense in our 
lives than taxes. So let's make sure that 
we've got an accountant that you feel 
comfortable with. The right accountant will 
share some ideas with you around the sale 
your business and the options available to 
you as well as the possible consequences 
of each option.
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Banker
I was once a commercial banker, and I loved 
working with business owners. I was 
focused on supporting and providing for 
those business owners and doing whatever 
it took to find the solution that helped 
them achieve what their goals were. Not all 
bankers are the same and not all banks are 
the same. So even though your banker and 
your bank that you work with right now 
have provided the support you need to get 
you to where you now, perhaps they aren't 
the right choice to assist in the transition 
of selling your business. I would encourage 
you to spend some time and talk with your 
banker around what it would look like in the 
sale of your business. Be sure to figure out 
the down payment requirements would be 
from multiple banks. Determine what the 
terms and conditions are in order to give 
you an idea on what that landscape will 
look like for your buyer, as well, what you 
need to see from them for money down. I 
would encourage you to maybe find a 
commercial finance broker, someone who 
deals with multiple commercial lenders, and 
talk with them about the sale of your 
business and find out what options they 
can present you with. When you have this 
information, you have clarity and you have 
more confidence in aligning your business 
with the capabilities and needs of those 
prospective buyers seeking to acquire 
businesses like yours. 
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Teamwork
If you've got the right people on your team, the probability of success goes through 
the roof. If you have the wrong people on your team, I can almost assure you what 
the outcome is going to be. It's going to be frustration, it's going to be added cost, 
and it's going to be much more risk. Be sure to focus on your team and get the right 
team together. Feel good and confident that you're ready to hit the field and go out 
there for the win with them at your side.

Creating a strong team means finding the right Lawyer, Accountant and Commercial 
Banker. All three should be working towards the same end goal - the successful sale of 
your business.

A STRONG TEAM

THE MIND

Lorem ipsum dolor sit amet, 
consetetur sadipscing elitr, sed 
diam nonumy eirmod tempor
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Tak ing 
Invent ory & 
Inform at ion 
Gat her ing



We need to get into that right frame of mind where we know that we're organized, we 
know that we're starting to pull things together. Every little step that we take moves 
us closer to that end goal. 

You might have leases on equipment that you that your business does not own, you'll 
want to have that completely itemized and on your Property Condition Disclosure 
Statement (PCDS). If your company owns real estate, the PCDS is a form to help  
through all aspects of your real estate that a purchaser is going to need to 
understand. The PCDS also takes in to account items that will have to be addressed, 
so they don't show up on inspection reports down the road. This is a good 
opportunity to really take inventory of your building to ensure that things are in right 
state that isn't going to raise some concerns from the buyer. 

The Seller's Disclosure Statement. This is a wonderful, excellent document that can 
help raise the confidence of prospective buyers and one that we suggest should be 
included within your offering memorandum. Again, this is all about confidence and 
clarity for your buyer and to help mitigate those risks that can come up and derail a 
deal down the road. Be sure to include a staffing summary by taking inventory of 
your staff, understanding some of the key aspects such as when they were hired, 
their current wages and if any increase is coming, and their job descriptions. By 
preparing these forms and documents, it helps build the foundation the relationship 
you're going to have with the buyer.

ORGANIZATION
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St at e of  Your  
Business



The state of your business is going to heavily impact whether or not you can get 
your sale across the finish line and for the best value. What do I mean by state of 
your business? Well, if somebody walked in, opened up your sock drawer and took a 
look inside, are they going to be freaked out? Or are they going to be impressed by 
such a  well organized sock drawer. The sock drawer is a metaphor for the due 
diligence required and to all of the aspects of your business that a buyer is likely 
going to want to understand before finalizing any deal. Our program offers a 
comprehensive and fill-able Master Due Diligence Document that walks you through 
the information that is relevant to your business. The document is used as a 
housekeeping checklist of all of the things that you're going to have to have 
organized and prepared to be ready to deliver to a buyer and all involved in helping 
make a successful sale.

HOUSEKEEPING
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Document 
Gathering
You know your business inside and out, top 
to bottom. Your buyer doesn't. Part of the 
sale process is helping the buyer gain that 
understanding. This allows them to have 
the confidence to move forward with a 
purchase. Every document and piece of 
information that you need in order to value 
your business should be organized and 
readily available to your buyer. If they have 
a question about where a number comes 
from, having the answer and source already 
at your fingertips makes things easier, and 
demonstrates both competence and 
organization. These are qualities that the 
buyer wants to find throughout your 
business!
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It?s time to start your Due 
Diligence folder. This is where you 
will store all the documents that 
you will share with your buyer at 
the appropriate time in the 
negotiations so they can complete 
their due diligence and have the 
confidence to move forward. The 
following are all items that may or 
may not be applicable to your 
business and should not be 
considered everything that may 
be required. 

DUE DILIGENCE 
FOLDER
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- Name and contact information of your lawyer and accountant
- Account Prepared Financial Statements (Income & Balance Sheet) - Last three (3) 

years
- In-house, year-to-date Profit & Loss Statements & Balance Sheet - Current
- General Ledger - Last three (3) years
- T2s - Last three (3) years
- T4s - Last three (3) years for owners, employees and any family members 

working in the business
- HST Returns - Last three (3) years
- Monthly Sales Report - Last three (3) years
- Capital Expenditures Summary for each of the last three (3) years (approximate 

dollar amount and description of expenditures) and what is expected in the 
coming three (3) years.

- Any existing Business Plan or Financial Projections for the business
- Any existing Appraisal, Environmental Reports, Engineering Assessments, etc. that 

may exist
- Obtain most recent water chemical analysis and last three (3) general water tests 

(if applicable)
- Summary of all equipment financing or leasing obligations (if applicable)
- Business or Real Estate Loan or Mortgage Agreement(s) (if applicable)
- Real Estate Lease Agreement (if applicable)
- Franchise Agreement (if applicable)
- Insurance Binder Letter - For building(s) and business - Confirmation of coverage 

and premiums
- Most recent Property Tax Bill (not the Assessment)
- Completed Seller Disclosure Statement (provide Link)
- Completed Seller Discretionary Cash Flow (provide Link)
- Completed Schedule of Leased/Rented Equipment (provide Link)
- Completed Property Disclosure Statement (provide Link)
- Employee List, including first names, ages, hire dates, positions, and wages
- Role Profile and Responsibilities of the sellers
- Role Profile and Responsibilities of key employees
- Equipment List - age, model, hours or kilometers, Serial Number, anticipated 

market value (for larger items, say $5k or more in value)
- Exclusion list (all items not included in the transaction)
- Any existing written history of the business and its owner(s), its location, or 

current Marketing/Business plan and materials
- A list and copies (if available) of major trade associations and their publications 

related to the Business (i.e. Advertising Commitments)
- Organizational chart (informal version OK), if applicable
- If real estate involved: Zoning Confirmation Letter

CONTENTS TO INCLUDE
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Valuat ion



First, we will complete a full analysis and valuation on your business, backed by 
everything needed to support the highest price point possible. Together, we?ll turn 
over every rock to understand where all the nickels are, so you can position your 
business to sell for the highest value.

During this phase, we will be ensuring you and your business are properly organized 
with all of the financial information that will be required for a future buyer, their 
accountant, a future banker and/or appraiser to assess, understand, and properly 
value your business. Our goal and focus is to make it easy for others to understand, 
which helps prospects create the state of confidence necessary for a successful 
closing. Nothing is more important than having your financial house in order.

As we work through this financial analysis, we?ll garner a clear understanding of your 
business and help to shape the story that will unfold in the marketing of your 
business. As well, while we?ve got your business up on the hoist, our goal is to search 
out immediate opportunities to improve value for you and also identify the 
opportunities that may exist for a new owner with a glowing heart and youthful 
energy.  Deals only get done when a buyer believes they can do it as good or better 
than you have.

Our free Business Valuation Tool walks you through a simple process that will 
provide you with a reasonably accurate sense of your business value, based on the 
most recent year of financial statements.

FINANCIAL ANALYSIS
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SELLERS DISCRETIONARY 
EARNINGS

SDE is tied directly to the value 
of your business. Valuation 
techniques use SDE and a 
multiplier that is calculated 
based on a number of factors 
(industry, size, comparable 
sales, etc.) 

FOR SELLERS
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Seller?s Discretionary Earnings (SDE) is 
the cornerstone of your business valuation 
and is the most commonly used financial 
calculation in the business brokering 
industry, allowing buyers to compare apples 
to apples. The calculation of SDE starts with 
your before tax profit, adding back interest, 
amortization, your salary, and (usually) 
increases from there as we add back various 
expenses. We want to inform your buyer of 
the true discretionary cash flow available in 
your business, and some of the expenses 
that show up on your annual statements 
have to be removed to get a meaningful SDE 
number. This number supports everything 
and is imperative we get it right for you. 

SDE is defined as net income before 
deducting the primary owner's compensation 
and benefits, other discretionary, 
non-operating, or non-recurring income or 
expense, depreciation, interest, and taxes. 
This is also referred to as Owner's Cash 
Flow. In layman's terms, this is the pre-tax 
profit generated by your company that 
allows you to pay yourself, the operator, 
provide you with benefits, and service your 
debt or mortgage payments. SDE represents 
the entire financial benefit a business will 
provide one full- time owner-operator. 

FOR BUYERS
This is the total pool of money 
a business is producing 
annually to pay your expenses.  



Financial Statements are the primary tools used to come up with a reasonable asking 
price for your business. However, for a majority of small businesses, financial 
statements do not show the business in its best lights. 

Your accountant?s primary role is to reduce your taxes, not to show profits. In order 
to get a real picture of the profits, financial statements should be corrected  
(?normalized?) by adding to the profits any benefits you are getting from your 
business indirectly but that are not strictly necessary for running the business. 
Examples of those ?false? costs include, auto expenses, pension funds, personal 
insurance, travel, donations, and many more.

SDE is tied directly to the value of your business. Valuation techniques use SDE and a 
multiplier that is calculated based on a number of factors (industry, size, comparable 
sales, etc.) 

NORMALIZATION OF YOUR INCOME 
STATEMENT
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Add Backs and 
Norm alizat ions



The basic idea behind adding back a wage/salary is calculate the income of the 
business where a single owner works full time in the business. Depending on your 
situation, there are a number of different possible scenarios. 

Single owner?s salary 

- Add back 100% of a single owner?s salary, including both mandatory and 
discretionary employment benefits paid by the company such as pension 
contributions and health insurance premiums.

- Do not add back dividends taken by the owner, only salary payments. 

Payments to other family members 

- Payment to other family members will require different treatments based on 
the situation. 

- If they are receiving dividends, no adjustment is needed. 
- If the owner?s family member is receiving more in salary than it would cost to 

hire someone to do equivalent work, the difference should be added back. For 
example, if the owner?s partner is paid $10,000 for work that could be 
contracted out for $7,000 at market rates, $3,000 can be added back. 

- There are also some situations where the opposite is the case, and a family 
member is providing more value to the company than they are being paid for. 
In that case the add back is actually negative, to reflect the greater cost that 
the new owner will have to bear to replace this person. For example, if the 
owner?s partner is being paid $10,000 for work that would cost the company 
$15,000 to contract out or replace with a part time salary, the $5,000 
difference needs to be removed (negative add back) from SDE. 

Hands-off owner 

- If you do not work in your business on a day to day basis, but employ a 
General Manager to lead the operations, you should add back the salary and 
benefits of that person. If you work part time in the business, you can add 
back part of the salary of your highest paid employee, to model as if you were 
working full time and that person had fewer hours and responsibilities. .

WAGES



LIFE INSURANCE
If your business provides you or your 
family with life insurance, the premiums 
should be added back to your SDE. 

We believe that Cash Surrender Life 
Insurance is arguably the most valuable 
asset you can create in your life and would 
be happy to point you in the right direction 
to explore this option further.

32



HEALTH 
INSURANCE
If the business pays a portion of owner?s 
health insurance premiums, these need to 
be added back. 

Amounts disbursed to owners from Health 
Spending Accounts also should be added 
back. 

We highly recommend Health Spending 
Accounts for Canadian corporations, in 
order to pay 100% of family medical 
expenses with pre-tax corporate dollars.
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INTEREST 
EXPENSE
100% of interest expenses need to be 
added back to SDE. 

On your prepared financial statements 
there may be an interest line which can be 
fully added back. 

If there is a combined line for Interest and 
Bank Fees, a separate calculation will need 
to be made to determine how much of that 
line is interest and can be added back. 

Note: One exception to this can be an average 
interest expense for a company that typically 
operates with a Line of Credit, where there are 
always accounts receivables based on staged 
billings or work in progress, manufacturing, 
wholesale, or retail companies who typically finance 
inventory, and other scenarios.  
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INTEREST 
INCOME
Interest income earned from carrying a 
surplus from operations, or interest earned 
on investments needs to be added back 
(removed) from SDE. 

If your standard practice is to take deposits 
from clients in advance of delivery and hold 
those in an interest-bearing account, that 
interest can remain.
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AMORTIZATION & 
DEPRECIATION
Interest income earned from carrying 
Amortization and Depreciation expenses 
should all be added back. 

A sustainable Capital Expenditure amount 
does need to be included, but this is based 
on expected cash expenditures rather than 
depreciation of existing assets.
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REPAIRS &
MAINTENANCE
Expenses for Repairs & Maintenance can 
fluctuate significantly year to year and tax 
incentives in various conditions might 
incentivize the capitalization or expensing 
of items that make a notable difference to 
the bottom line of your business in any 
given year. For these reasons, there are 
often industry standards for what the 
annualized repair and maintenance expense 
should be. For example, hotel properties are 
normalized at 4% of annual income 

Normalizing Repairs & Maintenance 
properly may take some consideration. At 
the end of the day, it needs to be 
reasonable and verifiable.
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PHONES
Your mobile phone might be essential for 
your business, but most business owners 
also obtain a personal benefit from their 
company phone. If your business pays 
100% of your phone bill, consider what 
personal benefit you receive from that 
(maybe 50%?), and add that back to your 
SDE. 

If your company pays phone bills for family 
members, add those expenses back unless 
they are critical for the operation of your 
business.
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DONATIONS
Donations can be fully added back. But if 
the donation could be seen as a marketing 
expense, all or part of it should remain.
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TRAVEL & 
ENTERTAINMENT
Add back all travel and entertainment 
expenses that are not essential to the 
operation of your business. Eating out, 
buying gifts, travel expenses, and mileage 
or personal vehicle expenses should all be 
examined. If you drive a lot, and your 
business pays a you a high per kilometer 
reimbursement, you may be ?making 
money? tax free on your travel. Some 
reasonable portion of this can be added 
back to increase your SDE.
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RESEARCH & 
DEVELOPMENT
Non-essential and non-repeating R&D costs 
should be added back.
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BAD DEBTS
If bad debts are a regular and expected 
part of the operations of your business, 
they should remain in your SDE. If you 
sustained an unusual or one-time loss from 
a bad debt, that can be added back.
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CASH
The biggest mistake many business owners 
make is not reporting 100% of their income 
and keeping cash in their jeans. Here?s the 
math: $100 in income in a small business 
where the tax rate is 10% only costs you 
$10 in tax. If the multiplier on your income 
was 2.5 times, then the $100 in profit is 
worth $250 in value when you go to sell. 
Saving $10 in taxes while lessening the 
value of your company by $250 just 
doesn?t make sense. You cannot add these 
?cash? profits back to your SDE.
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PROFESSIONAL 
FEES
Any one-time expenses for new projects, 
legal fees for one-off situations, and any 
other non-recurring expenses can be added 
back.
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BUSINESS 
INSURANCE
If you?ve recently gotten a new insurance 
policy that is more or less expensive, adjust 
the previous year as well to reflect this 
change.
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PAYMENTS 
PROCESSING
If you?ve recently changed payment 
processors to receive a better rate, adjust 
the previous year as well to reflect this 
change.
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MAJOR SUPPLY 
CHAIN
If you?ve managed to recently drop your 
supplier costs and those are not reflected 
in your recent statements, you can adjust 
past years to reflect this change. If the 
results of the change are not 100% 
guaranteed, this may turn into a 
negotiation point with your buyer. 
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RENT
If your lease is almost up, and you expect 
an increase, you?ll need to account for that 
with a negative add back. 

If you own your building, you need to come 
up with a fair market value of rent, and add 
that as a negative add back for your 
expenses. This models the business as if it 
was in a rental property and allows the 
business to be valued independently from 
the real estate. 

For accommodation businesses it is 
unrealistic to model a rental situation, so 
we do not add back a normalized rental 
amount.
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OTHER INCOME
There are rare instances where additional 
income from unused capacity can be added 
with near certainty. For example, an unused 
space that could be rented out. This 
additional income can be added to SDE, but 
be conservative, and be ready to justify it 
to your buyer!
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NON-ESSENTIAL
ASSETS
If your business owns or leases luxury cars, 
rents a box in the local stadium or arena, or 
holds other assets that are not strictly 
required for the business, all expenses 
associated with these assets can be added 
back.
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UNRELATED 
BUSINESS LINES
If you hold income producing assets in your 
corporation that are not related to your 
business and will not be sold with it, all 
related revenue and expenses need to be 
removed from your SDE.
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OTHER 
CHANGES
There are many one-off instances that can 
impact the SDE calculation and anything 
that is not normal in the course of your 
business should usually be removed. Some 
examples of occurrences that could affect 
your SDE and should be adjusted for 
include: thefts, insurance payouts, capital 
loss or gain on disposal of assets, loss of a 
major customer, supplier price increase, 
regulation changes, pandemics, road 
closures due to construction, relocation, 
and significant inventory write offs. 

 

Significantly growing companies typically 
incur large expenses to invest in their 
growth, so coming up with what ?normal? 
looks like can be a challenge. Another 
potential scenario is of a failed business 
investment in opening a new market or 
providing a new service. If the project is a 
write off but the core business remains 
sound, these expenses can be removed 
from SDE.
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Understanding the information and add-backs above, we are ready to undertake the 
SDE calculation. You?ll need to create a spreadsheet, and input the details from your 
accountant prepared statements, then input all applicable add backs.

Completing this calculation for each of the past three years will give you SDE for each 
year. Combining and weighting these SDE numbers will give you an average SDE to 
base the next steps of your valuation on.

Buyers will put more emphasis on recent year?s financial performance than prior 
years, and your average SDE calculation should be weighted accordingly. A baseline 
for weighing the three years is: 50% of the weighted average SDE number should be 
based on the most recent year, 30% based on the year prior, and 20% based on the 
year prior to that. Here it is as a formula:

Weighted Average SDE = (Year1 SDE * 0.50) + (Year2 SDE * 0.30) + (Year3 SDE * 0.20)

If there were unusual circumstances in one of the years that resulted in financial 
performance that was unusual for the business (either positively or negatively), the 
weighting of that year should be decreased, and the other years increased 
accordingly.
 

WEIGHTED SDE AVERAGE
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The results of past years may not be the best indicator of what the future holds for 
your business. While projections always include uncertainty, there may be trends, 
opportunities, and efficiencies that we can highlight for your buyer. If that is the case, 
we can include a year of projections in your SDE calculations.

If there is good reason to believe that revenues will increase, we can model that in a 
budget. You know your business better than anyone, and you may also see the places 
where there may be efficiencies (reduce expenses) or opportunities. For example, 
perhaps you see that the business could be run with 10% fewer staff hours. This can 
be modelled for your buyer as well, and as long as you can confidently back it up, it 
can be used to increase your SDE number, and therefore your asking price.

If there is a reasonable expectation of materially different financial results in the 
coming year, these can and should be included in the SDE calculation. In this case, we 
recommend the following weighting as a starting point:

Weighted Average SDE = 

(Projected SDE * 0.15) + (Year1 SDE * 0.45) + (Year2 SDE * 0.25) + (Year3 SDE * 0.15)

As in the previous calculation, adjustments may need to be made. For example, it isn?t 
uncommon for Year 3 SDE to be weighted at zero. If circumstances in the business 
have changed materially since that time, it no longer provides a good indicator of 
future profitability and should be removed from the calculation. Likewise, if your Year 
1 was an outlier (either positive or negative) for known reasons, it should be given 
less weighting in the calculation. The most important thing is that you can justify 
your decisions to your future buyer and their advisors.

After completing the steps outlined above, you now have a weighted average Seller?s 
Discretionary Earnings for your business. Congratulations! This is the number that 
matters most for your valuation, and your business will sell for a multiple of that 
number. In the next section we will discuss and discover what that multiplier will be.

 

EFFICIENCIES, OPPORTUNITIES & 
PROJECTIONS

54



It is critical that whatever decisions you make with regards to SDE that it can be 
clearly stated and justified to your buyer. The buyer will surely be looking at your 
year end financials and will want to understand the adjustments that you?ve made to 
come up with your SDE number.

 

DOCUMENT AND JUSTIFY
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The majority of small businesses sell for a multiple of their SDE, most often 
somewhere between 1 and 3. The determination of these multipliers is as much an art 
as it is a science. Our starting place is a multiple based on the average of what similar 
businesses have sold for. 

The basic idea is that your buyer will usually expect to pay more for your business 
than they expect it to earn in a year. Will they be willing to pay twice what they 
expect to earn in a year? That would be a multiple of 2.0 of SDE. Would they pay 
three times what they expect to earn, for a 3.0 multiple of SDE?

Although you will only know the actual answer to this when your deal comes 
together, by the end of your business valuation, you will have the best possible 
understanding of the way your buyer will view the transaction, and what the highest 
likely price (multiple) he or she will pay for your business.

Perceived risk is the greatest detriment to a higher multiplier. However, this absolutely 
does not mean that you should play down the risks involved in your business! The 
risks of being in business of any kind are real, and the risks of your specific business 
will be perceived by anyone who understands your business. You should expect your 
buyer to fully understand the risks involved before closing a deal with you, and if you 
can help them see those clearly, as well as the strategies you?ve used to mitigate 
those risks in the past, that will actually help raise their confidence in you and in your 
business. And if the risks are too great for the buyer, it is far better for him or her to 
see that right away, so neither of you waste your time working on a deal that won?t 
close.

The greatest (and most avoidable) form of risk that your buyer could perceive is the 
risk that you are presenting your business to them on false grounds. It is critical that 
you are upfront about all challenges and concerns in the business, as well as 
emphasizing the strengths and opportunities.

Your confidence and clarity about your business and its value are contagious. Ask for 
what your business is worth, know why it is worth it, and your certainty will be a huge 
asset to both you and your buyer as you both work to bring the deal together.
 

DETERMINATION OF A MULTIPLIER
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The starting point for a multiplier is what other similar businesses have sold for. From that starting 
point, we may have to adjust the multiplier up or down in order to appropriately value your business 
on the market. For each of the following questions, a rating is subjectively assigned to assist in 
arriving at a proper multiplier. There are often other factors taken into consideration.

How many years has the business been existing? The longer, the more certainty there is in revenues 
and profitability, which leads to a higher multiplier. 

How many years has the seller owned the business? Similarly to the above, the longer, the more 
certainty there is, which leads to a higher multiplier.

How much cash does the seller want for the business (vs. term payment)? Basically, does the seller 
expect 100% payment on closing, by way of a cash and financing, or is the seller open to receiving 
payment over time, based on certain contingencies or by way of supporting the deal with vendor 
financing?

How competitive is the industry? Are there lots of alternatives out there for your product or service? 
The more competitive it is, the better, as there is an established market with many players on the 
buying side and the selling side. If there is not much competition, then there is risk of new entrants. 

Is it a growing business? Have the revenues and profits of the company been growing and/or 
expected to grow into the future or have they been declining and/or expected to decline? 

What is the quality of the location and facilities? Are there capital improvements required? Lease 
running out or well established and long term? Is the location in a small market or a large city 
market? Are you a destination or a convenience?

Is this business/ industry attractive to potential buyers? Are there many businesses similar to yours 
where there is a proven market place for buyers or are you so unique that it could be much more 
difficult to to attract potential buyers? 

Is the industry growing and by how much? Expected stability and/or growth always favors higher 
multipliers. 

How easy is it to replicate the same business? If it is too easy (cost and time) to get into the 
business, then many will consider those factors VS buying an existing business. 

The greatest (and most avoidable) form of risk that your buyer could perceive is the risk that you are 
presenting your business to them on false grounds. It is critical that you are upfront about all 
challenges and concerns in the business, as well as emphasizing the strengths and opportunities.

Your confidence and clarity about your business and its value are contagious. Ask for what your 
business is worth, know why it is worth it, and your certainty will be a huge asset to both you and 
your buyer as you both work to bring the deal together.

FACTORS AFFECTING YOUR 
MULTIPLIER
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The asking price arrived at using the Seller Discretionary Earnings and adjusted 
multiplier is usually the primary valuation approach. The more accurately this initial 
price is determined, the more confident you will feel about it and the closer to the 
transaction price it will be. A common question asked by business sellers is whether 
or not business buyers know about this method and whether their offers for the 
business take the method into consideration. Many buyers have never heard about 
the method; however, buyers compare many businesses before making an offer on 
their preferred one. One of the first criteria buyers consider is how much profit they 
will get once they buy the business compared to how much investment they need to 
make. In other words, buyers compare the Income Multipliers for each business they 
are considering. Therefore, even without knowing about the Seller Discretionary 
Method, buyers still come up with an intuitive valuation that is very close to this 
method. Buyers will also factor some criteria when coming up with the multiplier they 
are willing to pay for the business. Among these criteria are the attractiveness of the 
business, the attractiveness of the industry, the risk and the likelihood of continuity 
of profits after the sale etc. In summary these are the same criteria we consider when 
calculating a multiplier of the Seller Discretionary Earnings. 

CONFIDENCE IN YOUR ASKING 
PRICE
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Most buyers will secure financing from a bank to support their acquisition. This 
financing can be modeled and the results tested against the asking price, to ensure 
that the price generates an appealing level of return for the buyer?s down-payment 
while also offering a good risk/ return profile for the buyer?s financing bank.

BUYERS TEST
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Asset s or  Shares?
Deal St ruct ur ing



DEAL STRUCTURING -  ASSETS OR SHARES?
Achieving your priorities when selling is critical to a successful sale. Are your priorities 
money, your legacy, or is it simply obtaining the freedom to move on with your life?  

I?d like to share with you some ideas to consider, which I believe will help you make an 
educated decision based on your circumstances. There is not one right answer, except 
for the fact your goals are most important and I know this discussion is going to arm 
you with some important and valuable knowledge, to make decisions and how to sell 
your business. 

There are two ?common? ways to structure the sale of your business: as an asset sale 
or the sale of 100% of the shares of your incorporated company. The primary 
difference between the two is mostly a matter of taxation and financial structure. 
Disclaimer, I am not an accountant and I always encourage our clients to be in touch 
with their accountants about their unique situation. I have been working with 
accountants for several decades with a focus on deal structure, mergers, and 
acquisitions.  

In Canada, we have what is 
called the Lifetime Capital 
Gains Exemption, which you 
must qualify for and the 
value of this once in a 
lifetime benefit has been 
rising every year for many 
years. The benefit in 2021 
was $892k per qualifying 
shareholder. 

LIFETIME CAPITAL GAINS

SHARE SALE

BELIEF

BENCHMARK

Our experience has been 
that over 75% of buyers for 
businesses valued less than 
$500k are first time buyers. 
When a buyer?s accountant 
wants them to buy assets, it 
can be a tall task to help a 
buyer obtain the confidence 
needed to pursue a share 
deal. 

PSYCHOLOGY

The transfer all its tangible 
and intangible assets to 
the buyer. The company 
that owned the business 
and the assets still exists, 
and you still own it, but 
the company has sold the 
assets of the business

ASSET SALE
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We believe that when a 
share deal can be done, and 
done right, it can be more 
beneficial to both a buyer 
and a seller, especially when 
both are focused on a 
win/win deal. 

For businesses valued under 
$500,000 it is almost always 
best to structure the deal as a 
sale of assets. The primary 
reason for this belief is 
because there are added 
costs, added complexity, and 
added risks involved in a 
share deal that can often 
make the potential benefits 
worthwhile.  

The most common sale of 
shares is when you sell 
100% of the issued and 
outstanding shares of your 
business. You are selling 
the legal entity that owns 
the assets, rather than the 
assets themselves.



Business Value
For businesses valued under $500,000 it is 
almost always best to structure the deal as 
a sale of assets. The primary reason for 
this belief is because there are added 
costs, added complexity, and added risks 
involved in a share deal that can often 
make the potential benefits worthwhile.  

If your business is valued higher than 
$500,000, it is very likely worthwhile to 
invest the time and money to speak with a 
professional about the various deal 
structure options and the associated tax 
implications. Your accountant is likely to be 
able to advise you on this, and if it is not 
their area of expertise we recommend 
finding a professional with experience in 
this area of corporate and tax law. At the 
end of the day, the number that matters is 
not the sale price, but what you keep in 
your pocket after taxes and fees, and a 
share sale can sometimes have significant 
tax benefits.
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When you sell the assets of your business, you transfer all its tangible and intangible 
assets to the buyer. This includes real estate, furniture, fixtures, goods, equipment, 
goodwill, customer lists, and all rights and privileges related to the identification of 
your business such as telephone numbers, web sites, signs, advertisements, licenses 
and leases. Essentially, everything that your company requires to operate is sold to 
the buyer.

Typically, in an asset sale, you will be responsible for paying off all your suppliers and 
any debts of the company, loans or leases. There are circumstances where certain 
obligations are transferred.

In an asset sale, the company that owned the business and the assets still exists, and 
you still own it, but the company has sold the assets of the business. It no longer 
holds the business assets, but now holds the cash from the sale, which can be 
invested by the company, or transferred to you as dividends, or used in other ways. 

We recommend consultation with your accountant about these decisions, as there can 
be valuable tax considerations.

 

ASSET SALE
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The most common sale of shares is when you sell 100% of the issued and 
outstanding shares of your business. You are selling the legal entity that owns the 
assets, rather than the assets themselves owned by the legal entity.  The corporation 
still exists under the new ownership of your buyer, and it still owns the assets of the 
business. 

There are a handful of benefits for a share sale, for both the buyer and seller. Those 
benefits often include cost savings for your buyer as well as an increased ROI.  If 
there is real estate included in the share sale, that means no deed transfer tax needs 
to be paid, if required. It often means a lower purchase price because of the taxes the 
seller would otherwise be paying in an asset deal, and a buyer still gets the same 
assets and cash flow. This means less financing required and/or less down payment 
required. For a buyer, a share sale almost always means more after tax dollars in your 
jeans.  Share deals are often win/win, when done right.

There are circumstances such as when a holding company is involved, in the 
ownership of assets or perhaps even ownership of the operating company. The most 
advantageous scenario is often when you are personally selling the shares, and will 
personally receive the sale proceeds, which can be subject to the lifetime capital gains 
exemption.

In a share sale, any liabilities of the corporation are often transferred to the new 
owner at a prearranged agreement. There are two common financial considerations in 
a share agreement; how much working capital will be transferred and how much 
equity will be transferred. In these scenarios, there is a predetermined amount agreed 
upon, forming part of your formal agreement of purchase and sale, and it is calculated 
after closing and adjusted for between accountants and lawyers. Oftentimes there is a 
hold back for 1 - 3 years, held in trust by the purchaser?s lawyer to assist in 
mitigating any future liability risk.  For example, if the company is audited in the 
future, and deemed to owe taxes from a prior year, they are the responsibility of the 
company, which is now managed by the new owner.

 

SHARE SALE
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Market ing



After the determination of the optimal asking price as well as the structure of your 
sale, you need to present your business as accurately as possible to potential buyers. 
Creating a business profile is a short summary of the business for sale, providing 
initial information. This profile should be detailed enough to incite buyers' interest and 
have them request more information, but anonymized enough so that it can be shared 
publicly without identifying your exact business, and therefore maintaining your 
confidentiality as a seller. There are then various avenues to advertise your business 
profile such as:

- Post your business profile on GatewayBusinessBrokers.com and promote your 
business with email marketing campaigns to Gateway?s qualified buyer database.

- Advertise the opportunity, in a confidential manner, through an extensive list of 
international business buying and/or commercial property websites, some of which 
include:

- Businessesforsale.com
- Dealstream.com
- Businessforsale.com
- Buybusiness.com
- Social media marketing campaign, including Facebook, Google Adwords Campaign, 

Twitter, Instagram and LinkedIn. All campaigns are targeted to specific geography 
and demographic profiles of who expected buyers would be.

- Direct Email Marketing Campaign to centers of influence in your jurisdiction, 
including real estate agents, accountants, lawyer, bankers, and financial planners.

- Direct Phone Solicitation Marketing program to industry relative businesses. A 3rd 
party calling service can be hired to manage this task.

- Direct marketing program to the immigration consulting community.
- Creation of video presentation and/or password protected web site that combines 

all information of the business, if and as needed to support the marketing of your 
business.

BUSINESS PROFILE
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Non-Disclosure 
Agreem ent



I hereby acknowledge that information regarding the following business(es) and/or 
Seller(s) is being provided to me in SECRECY AND CONFIDENCE and is to be used 
solely for the purpose of assessing the prospective purchase of the business(es) 
through Gateway Business Brokers.

I agree not to disclose any of the information given in connection herewith, either 
directly or indirectly, to third parties, except direct support people; nor will I use, or 
assist others to use, any such information for competitive trade purposes or to 
circumvent Gateway Business Brokers in any transaction or contact with the seller(s). 
I agree not to make copies of any of the material provided and to return all of it if I 
discontinue interest in the Business. The material and information furnished is 
believed to be reliable for the purpose of evaluating the Business. Further, I agree 
that all inquiries, investigations, negotiations, offers to purchase, and/or letters of 
intent must be made through Gateway Business Brokers. I agree to protect and not 
disclose the confidentiality of the information I receive permanently, even if I choose 
not to purchase the said business.

I agree that any breach of this Non-Disclosure Agreement (the "Agreement"), directly 
or indirectly, will be harmful to the Seller(s) and Gateway Business Brokers. In 
consideration for the information given, I agree that the laws of Nova Scotia will 
govern this Agreement and that all actions that may arise in law and/or equity shall 
be brought in Nova Scotia.

It is understood that this Agreement also applies to any information previously 
supplied by Gateway Business Brokers, verbally or in writing. I understand that 
neither the Seller(s), the Business(es), its officers, directors, employees, nor Gateway 
Business Brokers ,shall have any liability as a result of furnishing me the material 
included in this Agreement.

This agreement also acknowledges that the undersigned Buyer(s) has (have) been 
advised that Gateway Business Brokers provides Client representation for the seller(s) 
and Customer representation for the buyer(s) in this transaction, as per the terms 
that have or will be provided. I agree that should I buy, lease or come into possession 
of the Business, in whole or part, during the listing term or within 1 year from the 
expiry date of the listing term, Gateway Business Brokers? right to a fee, as per 
Gateway Business Brokers? agreement with the Seller(s), will be deemed earned. I 
understand I will be personally liable for payment of any applicable fees, as so 
reasonably determined, if I breach any clause of this agreement. It is agreed, however, 
that if a purchase is completed with the assistance available from Gateway Business 
Brokers, I am not liable for a fee.

SAMPLE NON-DISCLOSURE AGREEMENT
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Acceptance of  Non-Disclosure Agreement

I have read above in this listing the minimum equity required to acquire this business 
and I confirm I currently have available in liquid form this minimum equity requirement. 
Please see above for details.

Satisfactory Due Diligence

I have a sincere interest and am ready to buy this business if my due diligence proves 
satisfactory.

Adverse Conditions

There are no conditions that may adversely affect my ability to acquire and/or 
operate this business. Examples: Language or Immigration, bankruptcy or credit, 
criminal charges or pending litigation.

SAMPLE NON-DISCLOSURE AGREEMENT
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Offer ing 
Mem orandum



Offering 
Memorandum
An Offering Memorandum (OM) provides a 
thorough overview of the business, it?s 
history, its operations, strengths, 
weaknesses, and the industry/market in 
which it operates. It also offers an overview 
of the location and region, and the lifestyle 
that the business offers to its owner(s). 
Buying a business is more than just a 
financial decision, it?s often a very 
significant personal life decision, and many 
buyers will relocate when they find the 
right business so long as the location 
meets their minimum personal needs.

The Business Selling Mastery Program 
includes an Offering Memorandum 
Template with the following table of 
contents. Some sections may not be 
relevant for your business, and can be 
easily removed or altered.
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SAMPLE TABLE OF CONTENTS
Marketing
Assets
Assets Included in the Sale
Assets Excluded in the Sale
Leased Equipment to be Cleared or Assumed by Buyer
Capital Expenditures
Growth Potential and Benefits to Acquiring Party
Financial Analysis
Normalized Historical Financial Results
Appendix A: Financial Statements
Appendix B: Equipment List
Appendix C: Pictures
Appendix D: Property Disclosure Statement and Seller Disclosure Statement
Appendix E: Glossary of Important Terms and Concepts
Accounts Receivable
Depreciation and Amortisation Expenses
Earnings Before Interest & Tax (EBIT)
Earnings Before Interest, Tax, Amortization (EBITA)
Income Statement
Income Statement Add-backs
Inventory
Net Income
Non-Recurring Expenses
Non-Recurring Incomes
Seller Discretionary Earnings (SDE)
Single Owner Total Compensation
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Negot iat ion



Buyer Qualif ication
Statistics show that only 10% of potential 
business buyers end up buying a business. 
In other words, 90% are dreamers or tire 
kickers. As a result, qualifying  a potential 
buyer is a critical factor when selling a 
business.  If you spend the same amount 
of time with every potential buyer inquiring 
about your business, you may simply 
become overwhelmed by the number of 
repetitive questions and the huge amount 
of time spent in these communications. 
Remember, you need to keep your business 
running smoothly during this whole process 
as well.

Prospective buyers may even be current or 
future competitors learning about the 
industry, because the best way to learn 
about a new business you want to get into 
is to pretend you are a business buyer 
looking to meet business sellers in the 
industry. 
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Letter of  Intent 
Process

It?s important to respond promptly and 
courteously to every buyer, and it is also 
important to quickly weed out those who 
are not likely to close a deal with you. Our 
non-binding Letter of Intent (LOI) process 
has been designed to help sellers and 
buyers come together to move forward in a 
mutually beneficial, low risk, trust building 
manner.

An LOI is a conditional offer, made by your 
buyer to purchase your business, and 
comes with a deposit made in trust. We will 
provide you and your lawyer with an LOI 
template, as well as training and coaching 
around when and how to present it, and 
how to help your buyer through the 
process of gaining confidence that your 
business is the right choice.

The library will also include sample LOIs to 
help guide you thrrough the process.

Click HERE to access our LOI Library.
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Analyzing Offers
You have an asking price for your business, 
but often negotiation comes down to more 
than just one number. There can be vendor 
take-back mortgages, hold-backs and 
earn-outs, and offers conditional on all 
sorts of factors that might be out of your 
control. You may even receive competing 
offers for your business! How can you 
decide which one to accept? We?ve got you 
covered with resources and coaching as 
you navigate this tricky territory.

Some key considerations:

1. Are the time frames reasonable - 60 
- 90 days to closing is standard.

2. What is the price - The average sale 
price of small businesses is + or - 
90% of the asking price. 

3. How much financing will the seller 
require to be successful and does 
that made sense - if more than 65% 
is required, perhaps your buyer has 
false expectations and/or your 
business will not qualify.

4. What is being asked of you, time 
wise - often 3 - 6 weeks of training 
and transition support is included in 
the sale price (Do not look to get 
compensated separately).  
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Accepting a 
Conditional Offer
Before a potential buyer can make a formal 
agreement of purchase and sale (firm offer) 
for your business, they, along with their 
accountant and/or lawyer, may need to 
confirm the information you provided is 
accurate. For this reason, the buyer will put 
some conditions in the offer. If the 
conditions are not fulfilled, the business will 
not be sold and the initial deposit would be 
refunded. 

Some of the conditions will be related to 
your business and all information provided 
to the buyer initially. Other conditions are 
more related to the buyer, for example if 
the buyer needs financing from a bank. It is 
generally wise for the seller to consider not 
only the offered price but also the 
conditions.  For example, an offer on a 
business with a condition on financing 
should be considered based on the 
probability that the buyer can obtain the 
bank loan. 
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Due Dil igence



Due Diligence
Although the due diligence period starts 
when the buyer makes a conditional offer, 
your preparation needs to begin long 
before then. Having the requested 
information organized and at your 
fingertips makes a huge difference to the 
smooth progress and successful closing of 
your deal.

Starting on day one, we will provide you 
with checklists and strategies to collect the 
information that your buyer is going to be 
asking for during their due diligence, 
including financial statements and detailed 
reports, tax filings, customer lists, leases, 
zoning confirmation, insurance, etc.
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Inspections and 
Appraisals
Depending on the type of business, buyers 
may request inspections, assessments, or 
appraisals of various kinds.

It is not uncommon for a buyer to 
renegotiate the purchase price if one of 
these inspections or other due diligence 
uncovers important information that was 
not disclosed initially.
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Financing
Your buyer will almost certainly need 
financing in order to complete the 
purchase, and that financing will most likely 
be provided by a bank. Although the 
buyer?s personal financial situation is an 
important consideration in obtaining 
financing, the historiacl results and future 
projections of the business to be 
purchased are critical. The work we?ve done 
together on valuation, as well as the 
document preparation for due diligence, can 
be leveraged again to provide the kind of 
reporting the banks want to see in order to 
have confidence your business can support 
the loan being requested.
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Good Deals
Good deals are deals that get the banks excited to win your buyer?s business. They 
typically require a 30-40% down payment on the purchase of the business, with the 
bank financing 60-70% of the purchase price. This is just for the business, which is 
typically comprised of FF&E (furniture, fixtures, and equipment) and Goodwill 
(revenues, profits, customer lists, IP, software, staff, supplier agreements, etc.).  

Financing for land and buildings can vary dramatically, from location to asset type, 
but this is a solid starting point.

We recommend your buyer present 
their full proposal and package to 
not less than two banks. Three or 
four lenders are going to provide 
them with more options to secure 
the best fit for you and your deal. 
Doing so provides them with 
negotiating leverage as they work 
to establish the best possible terms. 
If they do this, the likelihood of 
getting your deal done is almost 
guaranteed! 

BANKS
Almost always a requirement of any 
transaction and because this is a 
critical component, it should be 
addressed once the Letter of Intent 
is agreed to. Once the requests to 
the 2 to 4 banks have been made, it 
should be expected the buyer will 
receive Discussion Papers or Term 
Sheets within 2 weeks from the 
time the presentation is made. We 
are not looking for an approval in 
the first step, just an indication 
there is interest to support the deal 
and what those terms may look like.  

FINANCING
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After finalizing an acceptable letter of intent or purchase and sale agreement between 
yourself and a buyer, it's now time to move forward with financing of the deal. I want 
to make sure you are absolutely set up for success and have all the tools ready to 
have multiple banks bidding for the business, to receive the best Terms and 
Conditions possible. 

THE FOLLOWING NINE PAGES ARE WHAT MAKE THE DIFFERENCE FOR YOUR 
BUYER IN BEING SUCCESSFUL IN ACQUIRING YOUR BUSINESS AND BY 
SHARING THIS INFORMATION WITH THEM COULD SUBSTANTIALLY ADD TO 
THE SUCCESSFUL SALE OF YOUR DEAL.  

We've been helping people for more than 20 years and we've done hundreds of 
millions in commercial financing for small and medium sized businesses. Lets make 
this easy and get you positioned to have the banks wanting to do business with you 
and bidding for your business. You are the prize. 

First, mindset. The state of commercial financing is varies from bank to bank. There 
are lots of different banks out there and just because you've been with your bank for 
the last 30 years since you've had your first savings account doesn't mean they are 
the right bank for the business you're selling/buying. Each bank has a different 
mandate and a different interest in different sectors at different times. So in one 
year, let's say the Royal Bank could be super aggressive in one sector, and then the 
next year, they're not. That's just the way that lending is. What they want to do is 
have a financing package and presentation ready to go and sent out to multiple 
lenders. It lets the bank know that they're ready, mean business, and they've got to 
come back with a very sharp pencil to offer them the best terms and conditions. Step 
forward with confidence knowing that following our steps is going to set you up for 
success. 

Click HERE to download our financing presentation requirements.

FINALIZED LETTER OF INTENT 
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The bank is almost always interested in just two things:

1. How will the buyer and/or business service the debt? 
2. What security (collateral) is being provided? 

The banks want to know who the buyer is and what business they are buying, to help 
them determine the first two questions. They are concerned with the probability of 
the business remaining profitable under new ownership and they figure this out by 
understanding past performance of the business to gauge future performance. 

They want to figure out the buyers background and credit history, their skills and 
experience, and what the plan is for the business going forward. 

In the downloaded form from the previous page, the notices of assessment and T1s 
tell them who they are as a past income earner and tax payer. Their driver's license 
or passport confirms who they are so the bank can do a credit check. Bank 
statements confirm what kind of wealth they have so they have the money necessary 
to get the deal done. Their resume to see what management or ownership history 
looks like. 

Most importantly for the buyer, they want to know what the plan is to move the 
business forward once the sale is complete. And as you know, banks are pretty 
conservative. They won't ever take on the same risks you would. Though the buyer 
may be an entrepreneur, they still need to appease the banker. To help with these 
concerns.  the buyer should put together a simple bullet point form of their plan over 
the next 12 - 36 months, maybe it's a half a page, maybe it's a full page that's going 
to talk about what they're going to do to take the business forward into the next 
weeks, months, years. And I mean, simple. They don't want to see aggressive plans, 
they want something conservative, something stable. The plan might be to take over 
and work with the you, the owner, for the next four to six weeks and learn everything 
that they can to keep the business as successful as you did. Their goal should be to 
work with the existing customers to fully show how much appreciation they have for 
them. They shouldn't be changing things, and if they do, they should be only simple 
changes. Perhaps some upgrades, repairs or a new website, maybe it's some new 
promotion material. The bank doesn't want to see big changes, I hope I've got that 
clear. 

BANKING REQUIREMENTS
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The bank is going to want to see a set of financial projections as well as the historical 
information. Keeping the projections simple and realistic is crucial. Maybe a 1% or 2% 
growth is all the buyer should be looking for. While it's awesome to believe and to 
plan to create huge 10%, 20%, or 50% growth in a business, to a bank that kind of 
growth is risk. Let's focus on a very simple set of financial projections that are almost 
somewhat identical to what the historical results of that business have been, because 
that provides them with comfort and confidence that the buyer will be able to repay 
their loan. And of course, they should want to be able to repay their loan as well. So 
we're trying to balance that out here. So please take the time, download the form on 
Page 86 and help get both yourself and your buyer prepared by having a full 
complete package and presentation ready to go. 

It is important that we know which lenders are in the market for the type of business 
that you're selling. Get they buyer's presentation to them. And soon enough, they're 
going to have multiple offers. I would suggest the buyer have at least two offers from 
three if not four banks that they can compare, what's the security look like, what are 
the terms and conditions, the interest rate, the amortization of the loan, and what 
feels best and suits their situation. I hope this is helpful. I hope that we've empowered 
you to have the confidence to move forward with this financing. Banks are there to 
do their part. The buyer's part is to put together a comprehensive presentation to set 
themselves up for success. Feel free to reach out to us as we would be grateful to 
help you move forward and make sure that your deal is done because financing is so 
important.

FINANCIAL PROJECTIONS
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5 St eps t o Good 
Deals



Step 1
Make initial contact with loan officer(s). If 
they are working with a lender for the first 
time, it?s good to get to know them a little, 
almost interview them to understand if 
they have experience, passion, a desire to 
help and serve.  Some of the ways to see if 
they have experience in the sector is to ask 
the last time they financed a similar 
business, ask what a good deal for this 
type of business looks like, what are the 
typical terms and conditions they offer 
good qualified buyers.  
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Step 2
Submit the application and supporting 
documents. It?s always a good idea to 
request for them to confirm receipt of the 
application as well as when they expect to 
be able to respond with a discussion paper 
or term sheet.  This is critical, getting their 
commitment on next steps. 
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Step 3
Receive non-binding term sheets or 
discussion papers.
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Step 4
Negotiate changes. Never accept the first 
offer provided, from any bank. Always 
suggest that we?re getting close to 
something that could work, another lender 
is willing to offer me ?this?, whatever this 
may be. Be specific. If the buyer is really 
looking for a better rate, then they should 
focus on rate. If there is a covenant issue 
or a security issue, then focus on that.
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Step 5
Accept Discussion Paper or Terms sheet 
with one lender. At this point, they will be 
97% of the way there. Now it?s time to get 
the last pieces of due diligence together, 
which can be the appraisal, environmental, 
formal agreement of purchase and sale, and 
additional information the bank may require 
to support the request.
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An application for financing should be submitted by your buyer and include:

Proof of personal income for the last 2 years. In Canada the usual documents 
requested are the Notice of Assessment and the T1 tax document.

Copy of Driver's License.

Bank Statements confirming sufficient equity.

Signed Purchase and Sale Agreement or Letter of Intent for the business they are 
acquiring.

Their resume.

A simple and brief summary regarding your intentions regarding managing the 
business and growing/maintaining the operations. This does not need to be more than 
a few paragraphs. 

Last 3 years accountant prepared financials of the business you are buying

Last 3 years normalized statements (Seller?s Discretionary Earnings)

Offering Memorandum, if available, of the business you are buying

Application forms provided by the bank

Pro-Forma financials (your projections) for the next 2-3 years.

.

APPLICATION FROM YOUR BUYER
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A critical piece of your deal will be working with your lawyer, your buyer, and their 
lawyer to put together a Formal Purchase and Sale Agreement (FPSA). This is where 
all of the details are ironed out and the all terms and conditions of the sale of the 
agreement are determined. This document is legally binding, so it?s important to 
consider each piece carefully and completely.

FORMAL PURCHASE AND SALE 
AGREEMENT
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Closing will happen only after the buyer has performed their due diligence on the 
business and has been satisfied with the findings, all terms and conditions of the 
financing have been met, which often includes inspections and/or appraisals, and after 
the buyer's lawyer has checked and confirmed all necessary ownerships and 
obligations of the business, such as liabilities, taxation, liens, leases, contracts, 
employment obligations, and many other things connected to the business. 

A written waiver of conditions will often be needed from the buyer?s lawyer before 
the closing date. Once all conditions have been met, it can typically take 1 - 2 weeks 
for the lawyers to finalize closing.

The business is considered sold only after the deal closes, at the date specified in the 
Formal Agreement of Purchase and Sale.

In preparation for closing and transition, all accounts of the business (eg. utilities, 
suppliers, etc.) have to be transferred to the buyer?s name. In many cases, 
liquor/gaming and food establishment licenses also must be transferred.

CLOSING
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The transition period is very important in preserving the value of the business, which 
is often neglected in negotiations. Most small business transactions have an 
important value assigned to goodwill, which is the intangible value derived from the 
different relationships developed by the seller over time with customers, suppliers, 
employees and the knowledge and know-how residing in the company which directly 
impacts the way they do business and make profits. This transition period helps 
buyers familiarize themselves with the operations of the business, build new 
relationships with customers, suppliers and employees and keep the business as 
profitable as it was before.

TRANSITION
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Top 9 Deal 
Kil lers



Poor Psychology
Whether you're the buyer or the seller, if 
either party falls into a poor emotional 
state, this will impact your deal most of all. 
Can you remember a time where a 
significant life change was about to take 
place? More often than not, there was a 
good chunk of fear that existed. Our most 
important need as human beings is the 
need for certainty. Not always does our 
vision play out as expected and not often 
do we get what we want. Oftentimes there 
is change or collaboration  is needed. 
Sometimes we need to take a step back 
and see the forest through the trees.  
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Time
The amount of time it takes for a 
prospective buyer to go from a state of ?I 
think this could be the one? to the state of 
?I know this is, or is not, the one? will have 
a significant impact on the success of your 
deal.  This is all about preparation and 
execution. Time leaves the door open for 
other thoughts and other opportunities. 
This very much links back to psychology, 
but it also is directly connected to what 
can happen in your business and the 
importance of being prepared.  
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Change
There is nothing more confusing to buyers 
and others involved in your deal than 
significant change in your business. Have 
you made any significant capital 
expenditures that have yet to bear fruit? 
Keep in mind, this is an investment you 
have made, you have taken the risk. If there 
is still uncertainty before the investment or 
change has proven worthwhile, then likely 
will create uncertainty. This needs to be 
kept in mind when pricing your business 
and/or explaining how you?ve priced the 
business. If you have opened a new 
location, downsized or grown staffing, 
taken on a new product line, lost a major 
customer or supplier, or if any other fairly 
impactful change has taken place in your 
business, be sure to recognize that this has 
created some uncertainty not just for you, 
but much more so for a prospective buyer. 
Nobody has more comfort or a clearer 
understanding of your business than you. 
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Business 
Financials
When it comes to investing your life 
savings, which is often the case for many 
buyers of businesses like yours, we can not 
stress the importance of easy to 
understand, accurate, and completely 
together financial information with 
supporting evidence. There are several 
people who will need to fully understand 
what you may be suggesting your business 
is in order for the deal to proceed and go 
through. Look back to our valuation stage, 
this is your foundation.    
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Bankability
Every single business should have a bank 
which offers competitive and flexible terms 
and conditions. Not every single bank has 
an appetite for your business, for various 
reasons. Some banks love supporting 
working capital, some love real estate, 
some are growing and some are shrinking 
their exposure to different 
markets/ industries.  It will be important for 
you to know which lenders are open to 
doing a deal like yours so you can also 
work with the buyer. Many buyers of 
businesses like yours have never done 
commercial financing in their life, so do not 
know the first place to turn or what to 
expect.    
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Due Diligence
When a situation arises neither a 
prospective buyer or yourself had initially 
contemplated, deals can go sideways. 
Hence the reason we put so much 
emphasis on the preparation phase of 
selling.    
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Lawyers
Lawyers who are not focused on solutions 
to making a deal work. For example, the 
number of amendments or alterations a 
purchase agreement must go through before 
it is acceptable to both parties can often 
raise the level of frustration and also 
increase the time necessary to move the 
commitment phase. Other situations include 
inexperience in commercial/business law, 
negotiations, or making decisions without 
first receiving confirmation from their client.    
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Unqualif ied Buyer
This is probably one of the most challenging 
circumstances to determine and manage. To 
keep it simple, if they are not a motivated 
buyer, one with an attitude they must 
acquire to operate a business like yours, 
with the proven financial resources and at 
the very least an average skill set and/or 
plan required to replace yours, then you will 
be dealing with someone who is a dreamer. 
This is unfortunately, the majority of buyers 
seeking businesses for sale.     
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Unqualif ied Seller
If you the seller do not have a genuine 
interest and commitment to selling your 
business, are not focused on creating a fair 
deal, do not have a clear vision for the 
success of your deal, and by that we mean 
the financial outcome and the life choices 
you have ahead of you once the sale is 
complete and the transition is done, then 
you are in a fragile state of risking your own 
time and money, along with others. The best 
houses are built on a SOLID foundation. 

Having certainty and clarity in your direction 
is as important as it is to find a buyer who 
connects with your business with a similar 
level of certainty and clarity.   
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If it feels like all the stars must be aligned to sell your business, you?re not far from 
the truth. The fact is, almost all of the aspects that kill deals are within your control 
and can be avoided with proper preparation. It all starts with your willingness, focus, 
and best efforts!

CONCLUSION
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