
 

Grant Cameron sold his pump company, Smith Cameron Process Solutions and recently retired after five years of considering
and carrying out the arrangements to carry out his plan.
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Small business: How to sell your business
 

After entertaining seven offers, Grant Cameron realized 20 per cent
more in value than he anticipated
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Grant Cameron knew it was time to sell his business.

For one, he was approaching age 60. “It was just coming like a freight train, that’s all,” Cameron said
wryly.

There was more. “Because the business was growing quickly, I realized I was probably at the end of
my management capability,” Cameron said. “I knew where it needed to go, but my heart wasn’t in it. I
just didn’t want to risk it all one more time.”

Cameron had started Smith Cameron Process Solutionsn — which distributes industrial and
commercial pumps and fluid control systems — with a partner in 1981. Thirty years later, he was sole
owner of a solid business with 30 employees, headquarters in Surrey, and offices in Edmonton,
Calgary and Kelowna. The company had quietly grown 15 per cent a year right through the recession.

Cameron spent five years tinkering with the idea of selling.



“I needed to install a management team, and we were a very flat organization,” he said. “And my skill
set ... whenever I attempted to put a management team in place, I seemed to get disappointed and
micromanage them out of the business.”

No matter how much he preferred it, an employee buyout wasn’t going to work. His staff didn’t have the
cash, so he’d be tied in for years. “If they would be paying me with the profits, we wouldn’t make
anything, and I couldn’t figure a way out of that,” he said.

So he started attending exit seminars and spoke with three consultants.

“Almost on a weekly basis I would receive faxes from various brokers generally out of the States.
‘We’re here to sell your business and why aren’t you returning my calls?’ That process I found
terrifying,” he said. “All you need to do is get the names and do a Google search and see posts saying
‘I’ve been ripped off’.”

He wasn’t even sure the company was worth anything.

“As a distributor, our supplier contracts were relatively short-term. We weren’t a manufacturer and
didn’t hold any patents,” he said. He wondered if he was just kidding himself.

The first consultant didn’t feel right. “I got the sense I was not in control and the outcome was really
cloudy,” he said.

The second felt good, “but they were on the other side of the country.”

Then an associate suggested a small Vancouver company.

Sequoia Mergers and Acquisitions’ fee wasn’t low. “I had to wrestle with that a little bit,” Cameron said,
but he liked partners Brent Cunningham and Chris Larmer. “It didn’t feel like I was jumping off a cliff.”

Business brokers fall into three broad categories: Those who sell businesses valued under $1 million
charge eight to 12 per cent of the value of the company; lower mid-market brokers sell $5-million to
$100-million companies for four to 10 per cent; mid-market and enterprise brokers sell large companies
worth $200 million or more for fees of 0.5 to three per cent.

Sequoia works with lower mid-market sellers. After analyzing a company and its industry, Sequoia then
approaches strategic buyers who might pay a premium for a B.C. presence or access to the seller’s
customers or intellectual property.

Beauty is in the eye of the beholder, Cunningham said. The value is not so much related to fixed
assets, but rather income streams, he said.

“There’s a lot of really attractive businesses in B.C.,” Larmer said. “The owners of those business just
don’t know it.”

The brokers spent the summer of 2010 gathering data from Cameron and then doing their own



research.

“I came to realize the company for 30 years had been an effective channel to market for several
manufacturers,” Cameron said. “And if we presented a new ownership that was going to continue the
effort we put into the business, why would suppliers make a change?”

And despite Cameron’s self-assessment to the contrary, he had created a solid middle management
structure, and the business could run without him.

By year end, he had seven letters of intent. The sale closed the following March. And even though
Cameron didn’t choose the highest bid, he still ended up with 20 per cent more than he’d originally
hoped.• “You definitely want to use a broker that’s in town,” said Axel Christiansen, Business
Development Bank of Canada managing director of subordinate financing for B.C. and Yukon. “You
see a number of very fancy presentations coming in from the States, but I don’t know too many people
that have very good experiences there. You want someone who knows the local market, especially for
smaller businesses.”

• To calculate goodwill: Take three to five times EBITDA (earnings before interest, taxes, depreciation
and amortization), then subtract the value of assets, Christiansen said. “Goodwill is valuable so long as
it does not walk out the door with the owner,” Larmer said.

• Be reasonable, allow preparation time, and try to take emotion out of the transaction, Christiansen
said. If your company is running efficiently, you could sell in 6-12 months. If your firm depends on you
personally, developing a management team or diversifying your client base could take a few years.• If
you sell your whole company rather than just its assets, you can use your Small Business Capital
Gains Exemption to reduce taxes on the sale, said Rob Radloff, chartered accountant and a senior
adviser with Covenant Family Wealth Advisors. Assuming you haven’t used your $750,000 capital
gains exemption, if you sell your company for $1 million, you can reduce your gain by $750,000 to
$250,000. Half of that, or $125,000, goes into your taxable income. Buyers, on the other hand, often
prefer to purchase assets rather than shares because they can get a larger tax deduction.

You may be able to defer some capital gains tax over five years if you are owed money on the sale.
You may also be able to use your spouse and children’s’ capital gains exemptions, but this must be set
up long before the sale. If you’re selling to a family member, there are some restrictions.

• Do you have cash sitting in your company? Ninety per cent of the firm’s assets must be used in an
active business to qualify for the Small Business Capital Gains Exemption. “Often we find the company
has a whole bunch of cash which they’ve accumulated,” Radloff said. That cash must be removed from
the company long before you’re anticipating a sale to avoid negative tax consequences.

• If you own real estate and active business assets in the same company and just want to sell the
business assets, you need to separate out the non-sale assets long before thinking about selling or
you’ll be taxed on the value of both.
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