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An assessment is practical, profitable   
Different from a formal valuation, an assessment is a 
simpler process. An experienced, independent third party 
reviews key aspects of the business and determines the 
appropriate multiple and qualitative characteristics to 
calculate its value.  

A multiple is a valuation metric determined after 
assessing the market’s perception of risk and expected 
future growth return of both the business and its industry. 
While different industries use different multiples—such 
as multiples of profit, revenues or cash flow—the most 
common method used to determine a fair sale price 
for a company is calculating a multiple of EBITDA 

(Earnings Before Interest, Taxes, Depreciation and 
Amortization). This measures a company’s ability to 
generate operating earnings. For a small to medium size 
business, multiples can range between three and six times 
EBITDA—sometimes higher, depending on industry and 
market conditions.

Some entrepreneurs would argue they know the general 
multiples for their industry, which yields a good estimate 
of business value. But this provides, at best, only a vague 
approximation of worth.  

Many other factors can influence the selection of a 
multiple, based on the quality of an operation, debt, 

Every entrepreneur 
should know how much 
their company is worth.
Something unexpected just happened. 

You received an unsolicited offer for your business.

What do you do?

This scenario happens more often than you may 
realize. If it happened to you, would you know if the 
offer was fair? 

With buyers increasingly active in the Alberta market 
and many business owners planning to exit their 
businesses in the coming decade, this is a pivotal time 
to know the value of your company. Every entrepreneur 
should be prepared, not only for an unsolicited 
purchase offer, but also to properly exit away from your 
business in the most advantageous way possible. 

For many owners, their company is their key 
retirement and estate planning asset. That’s why it’s 
crucial to know what it’s worth today (and potentially 
tomorrow) to ensure the best possible return on a sale.

Where do you start? With an assessment of 
 business value.  



working capital, profitability, growth expectations and 
risk. By having an assessment of value completed by an 
independent third party, you gain an understanding of the 

significance of these factors to the overall value of your 
enterprise from the perspective of potential buyers.

Two similar trucking companies, two different values  
Consider two trucking businesses; each has 20 trucks and 30 employees. Are they worth the same? 

In fact, these two companies differ widely in value. Along with revenue, earnings, cash flow and book value, numerous 
other qualitative factors are considered when determining an appropriate valuation multiple. Here are some examples.

The difference in EBIDTA multiples between Company A and Company B could be considerable. 

Timing is important   
While selling your business may not be top of mind for 
you right now, there are three important reasons why you 
should consider having an assessment of value completed 
sooner rather than later. 

1.  Competition among sellers will heat up as a 
growing wave of entrepreneurs begins exiting 
their businesses.

Consider this. Among Canada’s small and mid-size 
business owners1:

• Nearly 60% are age 50 or over

•  Four out of 10 are likely to exit their businesses within 
five years 

•  More than half intend to sell or transfer their business to 
someone outside the family

This transition is already underway as baby boomer 
business owners begin retiring. It’s important not to 
procrastinate when it comes to initiating preparation for 
the eventual sale of a business, because a rising tide of 
sellers looking for buyers could depress prices in certain 
sectors and markets.

The better prepared your business is for a sale, the more 
it will appeal to potential purchasers and the more value 
you will receive in return. Keep in mind that it can take 
months, sometimes years, to properly prepare a business 
for a sale. 

Company A Company B

Fleet Preventive maintenance plan  Aging vehicles; high maintenance 

Customers Many long relationships; high repeat 
business

Few repeat customers 

Technology Advanced technologies optimize truck 
performance and fleet management

Low-tech operation

Management Capable, diversified team Owner assumes multiple management 
responsibilities

Employees High percentage of long-term 
employees

High turnover

1 Business Development Bank of Canada - The Coming Wave of Business Transactions in Canada



2.   Extra time provides opportunities to drive  
additional value

Building a more profitable and valuable company 
may require three to five years of preparation, so it is 
important to start early. For example, to make a company 
more attractive to buyers, you may need to “purify” 
the corporation. This involves removing non-business 
assets such as excess cash, rental properties, investment 
portfolios and other redundant assets. There may also 
be opportunities to restructure shareholder expenses, 
strengthen working capital, reduce capital expenditures or 
monetize underused assets.

By evaluating a company through the lens of a potential 
buyer, an assessment of value identifies the factors 
that will have the most impact on the final sale price of 
an enterprise. You can then focus attention on driving 
more value in those areas that will ultimately yield the 
best returns. 

3.   The Alberta economy is stabilizing; buyers 
are buying

With so many Alberta-based companies impacted by 
the energy industry, earnings and revenue for most have 
been down since late 2014. This has stalled many owners’ 
interest and ability to sell. Many entrepreneurs have been 
waiting for an uptick, knowing that buyers are looking for 
businesses demonstrating upward momentum.

On the positive side, the Alberta economy started to show 
signs of strengthening in the first half of 2017. Fueled 
by the mid-market, Canadian mergers and acquisitions 
activity surged to the highest level in five years in the first 
quarter of 20172. 

Strategic buyers and financial buyers    
Most purchase interest is coming from two main sources: 
Strategic buyers and financial buyers.

•  Strategic buyers are looking for companies that will 
create synergy with their existing businesses. These 
purchasers are particularly active because they prefer 
to layer debt onto purchases, and debt is currently 
very affordable. 

•  With supplies of cash often outweighing assets, financial 
buyers, particularly private equity firms, are looking to 
put their cash to work by purchasing businesses.

These trends represent good news for sellers: valuations 
are rising.

2 Business Development Bank of Canada - The Coming Wave of Business Transactions in Canada

High volume of M&A activity in Alberta (2017) 
Across Canada, 11 industry sectors, including energy, experienced an increase in mergers 
and acquisitions activity.

The middle market represents the foundation of Canadian M&A transaction volume with 
deals under $250 million representing 91% of all transactions with disclosed values.

Ontario, British Columbia, Quebec and Alberta comprised 85% of M&A activity in Q1.

Crosbie & Company Canadian Mergers & Acquisitions Report for Q1 2017



About Entrepreneur’s Edge  
For more information on this or past reports, or to subscribe to our mailing list, visit ATB.com/EDGE

ATB Financial M&A Advisory Services 
The ATB team of mergers and acquisitions specialists 
is focused on helping Alberta entrepreneurs identify 
opportunities and resolve challenges related to growth, 
transition and transactions through every stage of the 
business life cycle. 

About Entrepreneur’s Edge
This quarterly publication is intended to provide Alberta 
entrepreneurs with timely information and insights to 
realize successful business transactions.    

Our team offers deep knowledge of 
the marketplace, exceptional sector 
expertise and resources of our bank's 
industry specialists, and a strong North 
American network of professionals, 
buyers, sellers and investors. 

The content in this publication is provided for information 
only and is not intended to constitute professional advice 
for any particular situation.
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To find out how ATB Financial can help your 
business, visit ATB.com/Leaders or contact:

Alf Sailer, Managing Director  
ATB M&A Advisory Services  
asailer@atb.com

Roadmap for building future value   
Every business is unique, as is its value.

By undertaking an assessment of value today, you can 
gain a clear vision of what the return on your investment 
in your business will be and acquire answers to 
fundamental questions.

• How will I sell my business?

• When is the best time to sell it?

• Should I sell assets or shares?

• How is a buyer going to value the business?

• What is my business worth today? 

• Where will I find a buyer?

•  How can I build the value of the business to optimize the 
sale price?

This exercise also delivers insights into whether business 
value is expanding or contracting.

Equipped with this knowledge, you can focus on the 
areas of your business that will appeal to a wide pool of 
potential purchasers.

Let’s have a conversation   
It’s never too soon to think about what your business 
can contribute to your future. 

The ATB M&A team would be pleased to discuss how we 
can work with you to provide an assessment of business 
value that presents a clear picture of current worth and 
suggestions for enhancing value in your enterprise. And, 

when the time is right, we can help to connect you with the 
investors and buyers you need.

Equipped with this knowledge, you can focus on the areas 
of your business that will appeal to a wide pool of potential 
purchasers.


