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Learning Objectives

✓ Benefits of writing an effective offering memorandum 

✓ Forms of offering memorandums

✓ Process and rules for writing

✓ Elements of an effective offering memorandum

✓ What to avoid in offering memorandums
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Make a deal happen!

Maximize transaction value 
and cash at closing

Maximize market exposure 

and minimize the client’s effort

Make their client’s business 
look good

Guide the client through the 
sale process

1. Introduction

• Five ways dealmakers earn their fee:



1. Introduction

• Some statistics to ponder:

1. 90% of people that inquire about a business never buy 

one.

2. 80% of businesses on the market with $10M in revenue or 

less never sell (i.e. 20% do actually sell).

3. Roughly 50% of the deals that are agreed to between 

buyer and seller, never get to closing.

4. ___% of business brokers close less than $1M in 

transactions per year. (About 85% in FL)

5. ___% of business brokers don’t survive beyond 3 years.

*Source for 1-3: ”How to buy a good business at a great price”, Richard Parker



1. Introduction

• What does such a low success rate mean to:

• The industry?

• Your office?

• You?

• Answer:

• An unprofessional image

• A high failure rate

• Lots of wasted resources

Do I have your attention?



1. Introduction

• How do we improve our success rate?

• Engage in high probability selling!

List sellable businesses

Enhance your buyer marketing strategy

Present the business professionally

Take clients that have realistic expectations



Which of these fine gentlemen would you hire?

➢ The selection process is no different for a buyer.

➢ Even a good business can be overlooked if it is presented 

poorly.

2. The Presentation



2. The Presentation

Buyer requests call or 

meeting with seller as 

a next step.

4 - Meeting Set
Buyer returns forms, 

reviews data sent by 

broker and follows 

up with additional 

questions.

3 - Buyer Disclosed

Buyer contacts broker and asks preliminary questions. 

Broker reciprocates with questions about buyer and 

makes a pitch.  Disclosure forms are sent. 

2 - Intermediary Contacted

Buyer finds an opportunity 

of interest.

1 - Opportunity Located

Step 4

Step 3

Step 2
Step 1

Road to the Offer



2. The Presentation

(2) 15 minute phone call 

(3) 15 minutes to draft 

email to buyer

(3) 30 minutes to answer 

follow up questions

(4) 2 hours for a meeting

Your 

time

How much time 

does all this take 

you?



2. The Presentation

66% have interest after the initial call.

66% are disclosed/qualified.

66% disclosed request a mtg.

How about all buyers on one listing?

Let’s assume a 2/3rds rule…

→ 29% of the initial buyers request a meeting.

Process requires 11 hours per 10 buyers!



2. The Presentation

BizBuySell profile

• Very limited 
information.

• Visually unappealing.

• Does this tell the story 
you really want to 
tell?



2. The Presentation

1 Page Teaser

• More enticing.

• Limited 
information.

• Does this tell the 
story you really
want to tell?



2. The Presentation

Standard BBF BLI

• Difficult to read.

• Visually 
unappealing.

• Does this tell the 
story you really
want to tell?



2. The Presentation

Business Summary

• Often 10-30 pages 
in length.

• Can include 
graphics.

• Tells what ever 
story you write!



3. A Better Pitch: The CBR

• Common names for business summary:

• Confidential Business Review (CBR)

• Selling Memorandum

• Confidential Information Memoranda (CIM)

• Offering Memorandum

• Pitch Book

• the “Book”

• All are basically the same

• All serve the same purpose



3. A Better Pitch: The CBR

The CBR (IBBA approved 

lingo) should be written so 

it does a “tap dance” on 

the prospects dining room 

table! 



3. A Better Pitch: The CBR

• Purpose of the CBR:

1. Excite the prospect by telling a positive and 

compelling story.

2. Educate the prospect on the business history, 

operations, financials, and deal terms.

3. Quickly get a “Yes” or “No” response.

4. Relay the value of the goodwill.

5. Give the prospect comfort in taking the next step.

6. Function as a DD reference guide for the buyer.

The CBR should sell the business!



3. A Better Pitch: The CBR

• Reality of creating a CBR:

1. Could be 5-30+ pages in length.

2. Could take 5-50+ hours of work.

3. May have to spend 1-3 hours with client 

interviewing them.

4. Requires asking and waiting for information.

5. May take weeks to get the business on the 

market.

Time, effort and patience required!



3. A Better Pitch: The CBR

• Seven benefits if you create a good CBR:

1. Learn the ins and outs of the business – enables 

you to answer questions like a professional.

2. Gain the respect of your client – builds trust.

3. Gain the respect and loyalty of buyers – opens up 

new opportunities.

4. Obtain offers faster, and often competing, moving 

the process forward faster – keeps client motivated.

5. Waste less time answering the same questions -

prevents deal fatigue.

6. Avoid DD landmines – hold a deal together.

7. Close more deals and get referrals = make more 

money!



3. A Better Pitch: The CBR

• Rules of writing an effective pitch:

✓Proper formatting and grammar

✓Concise, factual and well articulated summary

✓Accurate and relevant data

✓Effective charts and clear images

Professionalism matters!



3. A Better Pitch: The CBR

• Rules of writing an effective pitch:

✓Understand the most probable buyer

• Owner-operator

• Vertical or horizontal strategic

• Investor group (e.g. PEG or family office)

✓Design the presentation to the most probable buyer

• Speak in their language

• Provide relevant information

• Deliver content in a familiar format

Who you are pitching matters!



3. A Better Pitch: The CBR

• The creation process:

Prepare

• Create list of what information is needed

• Create interview questions

Collect

• Receive & review requested information

• Interview the client

Compile

• Type notes from interview

• Create data tables and charts

Create

• Determine organization of sections

• Write content for each section

Complete

• Have your draft proof-read

• Deliver to client, make edits & obtain final approval



3. A Better Pitch: The CBR

• Helpful tips

✓Run a pre-due diligence.

✓Ask the questions buyers and lenders will ask.

✓Record the interview.

✓Have a CBR and chart template.

✓Obtain written approval from the client



4. Elements of a CBR

• Cover Page

• Table of Contents

• Notices & Disclaimers

• Executive Summary

• Company Strengths

• Company History

• Marketing Strategies

• Processes

• Personnel

• Facilities

• Industry Summary 

• Market Demographics

• Vendors

• Customers

• Competition

• Growth Opportunities

• Reason for Sale

• Price & Terms

• Business Financials

• Pro forma

• Other Charts



4. Elements of a CBR

Cover Page

• Document name

• Company name

• Client’s logo

• Word “Confidential”

• High resolution photo

• Your company name

• Contact information

• Date last updated



4. Elements of a CBR

Initial Pages

• Table of Contents

• Demonstrates organization

• Helps reader find specific information

• Microsoft Word has an automatic TOC creator.

• Notices

• Confidentiality

• Assumptions

• Purpose 

• Disclaimers 

• Contact information 



Notices & Disclaimers

4. Elements of a CBR



4. Elements of a CBR

Executive Summary

• Components:

• Name

• Location

• Ownership

• # Employees

• The brief summary may address:

• Longevity of company in market area

• Products/services the company provide 

• Some unique aspects of the company 

• Seller’s motivation and objective

• Hours of operation

• Reason for sale

• Financial snapshot

• Brief summary



4. Elements of a CBR

Executive Summary



4. Elements of a CBR

Company Strengths or Investment Highlights

• Points to draw attention to:
• Longevity

• Niche markets

• Level of brand recognition or customer loyalty

• Proprietary products, services or IP

• Unique contracts or certifications

• Internal procedures and management structure

• Growth trends (geographical, industry or specific 
only to the business)

Pick a few strengths to feature!



4. Elements of a CBR

Company History

• Background on owner

• The company’s founding and founder’s vision

• The company’s evolution 

• Some of the growth milestones (e.g. # of 

employees, sales revenue, or # office 

locations)

• Current position of the company

Tell a compelling story!



4. Elements of a CBR

Marketing Strategies

• Discuss how the business generates sales:

• Advertising

• Marketing

• Sales staff

• Referrals

• Go into detail on each source (if relevant).

• Discuss % of revenue as a factor of each.

• Are there unexplored opportunities?

Buyers needs to know these details!



4. Elements of a CBR

Operations

• Discuss daily internal operations:

• Product and service pricing

• Processing of sales leads

• Manufacturing of products (if applicable)

• Shipping/receiving products, inventory or raw 

materials

• Compliance procedures 

• Entry of data and bookkeeping

Walk the buyer through work flow!



4. Elements of a CBR

Personnel

• Discuss jobs, individuals and compensation:

• Who manages what

• How are they compensated

• What is the experience/education requirement

• What benefits are provided

• Create an organizational chart

• Identify key positions including owner(s)

Buyer needs to know these details!



4. Elements of a CBR

Facilities

• Might include:

• Location & key points about location

• Size and # of offices or workspaces

• % utilization of space

• Terms of lease agreement – Side note: If the seller 

owns the real estate, have them set terms and 

create a lease.

Take good pictures!



4. Elements of a CBR

Customers

• What the prospect buyer might want to know:

• Who are the customers (age, location, income)?

• Is there any concentration of revenue with a few 

customers?

• Are they repeat or new?

• How relationship-driven is the revenue?

• Are the customers being referred from someone?

• What are customers buying?

Address risks but in a positive light!



4. Elements of a CBR

Growth Opportunities

• Buyers pay for the history, but they are buying 

the future performance.

• Help them visualize opportunities:

• New markets to go after, marketing strategies, 

unrealized current opportunities.

• Highlight any relevant demographic, economic, or 

industry changes that might help the business.

• What would the seller do with more time & money?

Be optimistic, but realistic too!



4. Elements of a CBR

Financial History

• Do include 3-5 yrs of recast statements:
• Detail the reasons for add backs or adjustments

• Make sure the buyer understands them

• Do not include the actual financial statements:
• The buyer will not know the add backs

• May reveal unintended information (e.g. sellers SS#)

• Also consider: 
• Charts or graphs of revenue trends, unit sales, etc.

• Highlighting seasonality (if applicable).

Make sure the recasting is accurate!



4. Elements of a CBR

Recast statement

• Income & 

expenses on 

left.

• Adjustments in 

middle.

• Explanation on 

right.

• SDE on the 

bottom.

• Add footnotes as 

needed.

Source: P&L % Adjustment Recasted % # Comments

Revenues

Com. Income Agency Bill 1,392,548$       56.6% 1,392,548$       56.8%

Com. Income Direct Bill 103,052$          103,052$          4.2%

Risk Management Fee 75,259$            3.1% 75,259$            3.1%

Finance Company 44,124$            1.8% 44,124$            1.8%

Agency Fee 41,162$            1.7% 41,162$            1.7%

 Member Fee 75,944$            3.1% 75,944$            3.1%

Policy Processing 261,150$          10.6% 261,150$          10.6%

Life & Health Commission 2,519$              0.1% 2,519$              0.1%

Contingency Income 7,988$              0.3% 7,988$              0.3%

Underwriting Fee 449,101$          18.2% 449,101$          18.3%

Other Income 9,284$              0.4% (9,320)$             (36)$                  0.0% Non-recurring income

Total Revenues 2,462,131$       96% (9,320)$             2,452,810$       100%

Expenses

Finders/Referral Fee 800$                 0.0% 800$                 0.0%

Commission to Brokers 292,224$          11.9% 292,224$          11.9%

Computer 29,102$            1.2% 29,102$            1.2%

Employee Recruitment 7,603$              0.3% 7,603$              0.3%

Contract Labor 19,540$            0.8% (19,540)$           -$                  0.0% (1) One-time expense

Employee Bonus 8,000$              0.3% (8,000)$             -$                  0.0% Owner's discretionary

Pension 11,392$            0.5% (2,194)$             9,198$              0.4% (2) Owner's portion

Marketing Expense-New 87,659$            3.6% (9,711)$             77,948$            3.2% (3) One-time expenses

Marketing Expense-Retain 11,004$            0.4% 11,004$            0.4%

Office Equipment & Furniture 27,434$            1.1% (25,361)$           2,073$              0.1% (4) One-time expenses

Retreat 28,009$            1.1% (28,009)$           -$                  0.0% Owner's discretionary

Software & Computer Programs 91,373$            3.7% (10,973)$           80,400$            3.3% (5) Non-recurring expense

Travel 30,172$            1.2% 30,172$            1.2%

Depreciation 11,074$            0.4% (11,074)$           -$                  0.0% Non-cash expense

Dues, Fees, & Subscriptions 27,016$            1.1% (7,339)$             19,677$            0.8% (6) Annual condo fee, moved to rent amount

Insurance 40,963$            1.7% (1,000)$             39,963$            1.6% (6) Property insurance, moved to rent amount

Interest 19,166$            0.8% (19,166)$           -$                  0.0% Debt free basis

Licenses & Permits 38,729$            1.6% (24,000)$           14,729$            0.6% (7) One-time expense

Postage & Delivery 3,181$              0.1% 3,181$              0.1%

Legal & Professional 32,065$            1.3% (10,596)$           21,469$            0.9% (8) One-time expenses

Rent 35,785$            1.5% 15,815$            51,600$            2.1% (6) Rent adjustment

Repairs 2,786$              0.1% (2,786)$             -$                  0.0% Non-recurring expenses

Telephone 21,447$            0.9% (2,204)$             19,243$            0.8% Owner's cell phone expense

Meals & Entertainment 6,216$              0.3% (6,216)$             -$                  0.0% Owner's discretionary expense

Utilities 3,469$              0.1% 3,469$              0.1%

Office Supplies 13,020$            0.5% 13,020$            0.5%

Payroll - Tax 65,551$            2.7% 65,551$            2.7% (9) Employee adjustment

Payroll - Wages 709,562$          28.8% 98,777$            808,339$          33.0%

Payroll - Com. 90,604$            3.7% (90,604)$           -$                  0.0%

Payroll - Employee Health Ins 26,207$            1.1% 26,207$            1.1%

Taxes 20,798$            0.8% (7,472)$             13,326$            0.5% (6) Property, moved to rent amount

-$                  0.0% -$                  0.0%

Total Expenses 1,822,612$       74.0% (177,160)$        1,645,452$       67.1%

Net Operating Income 639,518$          26.0% 807,358$          32.9% Adj. EBITDA

Trailing Twelve Month Ending October 31, 2020



TTM % Adjustments Pro Forma % Notes

Revenues

P&C Income - Direct Bill 103,052$         4.2% -$                103,052$         4.2%

P&C Income - Agency Bill 1,392,548$      56.6% -$                1,392,548$      56.8%

L&H Income 2,519$             0.1% -$                2,519$             0.1%

Fee Income 902,616$         36.7% -$                902,616$         36.8% 1

Finance Income 44,124$           1.8% -$                44,124$           1.8%

Continency Income 7,988$             0.3% -$                7,988$             0.3%

Other Income 9,284$             0.4% (9,320)$           (36)$                0.0% 2

Total Revenues 2,462,131$      (9,320)$           2,452,810$      

Expenses

1 Wages & Payroll Taxes 873,716$         35.5% 173$                873,890$         35.6% 3

2 Com Exp. - Outside Brokers 292,224$         11.9% -$                292,224$         11.9%

3 Advertising & Marketing 99,648$           4.0% (10,696)$         88,952$           3.6% 4

4 Computers & Software 120,475$         4.9% (10,973)$         109,502$         4.5% 5

5 Depreciation 11,074$           0.4% (11,074)$         -$                0.0%

6 Dues, Subscriptions & Education 28,741$           1.2% (7,339)$           21,402$           0.9% 6

7 Employee Benefits 37,599$           1.5% (2,194)$           35,405$           1.4% 7

8 Employee Retreat 28,009$           1.1% (28,009)$         -$                0.0% 8

9 Insurance 40,963$           1.7% (1,000)$           39,963$           1.6%

10 Interest 19,166$           0.8% (19,166)$         -$                0.0%

11 Legal & Professional 32,065$           1.3% (10,596)$         21,469$           0.9% 9

12 Licenses & Permits 38,729$           1.6% (24,000)$         14,729$           0.6% 10

13 Office Supplies & Equipment 43,730$           1.8% (25,361)$         18,369$           0.7% 11

14 Rent & Utilities 39,254$           1.6% 15,815$           55,069$           2.2% 12

15 Repairs & Maintenance 2,786$             0.1% (2,786)$           -$                0.0% 13

16 Taxes & Licenses 20,798$           0.8% (7,472)$           13,326$           0.5% 14

17 Telephone 21,447$           0.9% (2,204)$           19,243$           0.8% 15

18 Travel, Meals & Entertainment 36,388$           1.5% (6,216)$           30,172$           1.2% 16

20 Other Expenses 35,799$           1.5% (24,062)$         11,737$           0.5% 17

Total Expenses 1,822,612$      74.0% (177,160)$       1,645,452$      67.1%

Net Income 639,518$         26.0% EBITDA 807,358$         32.9%

Pro Forma Income Statement

*TTM = Trailing 12 month period ending October 31, 2020

4. Elements of a CBR

Recast statement

• May want to 

reclassify income & 

expense categories.

• Helpful if P&L is 

messy and if 

dealing with 

strategic buyers.

• Relatively easy to 

do using a SumIf

formula in Excel.



4. Elements of a CBR

Monthly revenues

• Important if business is seasonal.

• Can become a DD issue if unknown by the buyer, 

particularly when there will be loan payments.



4. Elements of a CBR

Projections

• Optional section that should be considered if:
• Business is growing 

• Selling a company with revenue > $2-3M

• Do
• Have the seller provide data and sign off on it

• Be conservative and provide explanations for 
assumptions.

• Don’t 
• Make pie in the sky projections - can ruin your 

credibility or come back to bite you in diligence.

• Use the word "Guarantee" - can get you sued.



4. Elements of a CBR

Price & Terms

• Stating price and terms:
• Main Street buyer – yes

• Strategic buyer – no 

• State financing options:
• Get an SBA pre-qualification letter if possible.

• Discuss seller financing

• Regarding stating how price was determined:
• Shows competency if you understand valuation

• BUT can open a door to negotiating

Set the expectation!



4. Elements of a CBR

• Can even add an 

investment analysis 

for the buyer.

• Cash flow after debt 

service

• ROI

• ROIC

• Good when the 

deal is leveraged.



4. Elements of a CBR

Appendix

• Refer to specific appendix in narrative

• May include:
• Additional photographs, charts, etc.

• Equipment list

• Marketing materials 

• Industry trends & research

• Letters of praise from customers

• Press clippings

• Awards & commendations

• Licensing requirements

• Franchise literature (if applicable)



5. Some Additional “Do’s”

• Take the time to understand the business.

• Make the seller provide you with what you 

need.

• In the CBR:

• Make it look professional

• Tell a compelling story

• Give the buyer the information they’ll want

• Set expectations on price and terms

• Address any potential land mines (more on this)

You’ll save more time in the long run



5. Some “Don’ts”

• Don’t go to market with missing details.

• Don’t over-exaggerate or make false 

statements.

• Don’t include proprietary or sensitive 

information of your client:

• Trade secrets

• Customer, supplier or employee names, contacts, etc

(Use Client A, B, C, etc or Employee 1, 2, 3, etc)

• Unique lead generating strategies

Work in the client’s best interest



5. A Big “Don’t” – Don’t Miss the Land Mines

• Land mines are issues that may blow up a deal:

• Recent changes that are not yet apparent

• Outstanding or prior lawsuits or claims

• Internal breach of confidentiality or loss of employee

• Importance of the owner in the daily operation

✓Ask enough questions to uncover them.

• Address any possible buyer concerns:

• Skills and workload needed to run the business 

• Training and support (seller, franchise, etc)



6. In Conclusion…

• A good “pitch book” or CBR:

• Takes time to prepare

• Excites, educates and motivates prospects

• Builds credibility to sell the business

• Becomes a reference guide for due diligence

• Moves the deal forward faster

• Helps prevent deals from falling apart

Improves our success rate!



7. Additional Thoughts

• In your practice, always consider “How do can I do 

better?”

1. Do I have enough training to be an effective advisor?

2. Do I have enough seller leads?

3. Am I presenting myself in a way that establishes 

credibility?

4. Am I marketing my client’s business to the right buyers and 

in a professional manner that maximizes success?

5. What are competitors doing more effectively?

Effectiveness Meter



7. Additional Thoughts

• Some indicators of our success:
• Most seller clients hear compliments from buyers on the quality of 

our CIMs (aka CBRs).

• Lenders and buyers use our CIMs for underwriting.

• Competitors have stolen the content and layout.

• Some buyers are ready to make offers sight-unseen.

• Most buyer/seller meetings are short (< 15 minutes of questions).

• Repeat buyers do less diligence because they know we’ve already 

done it.

• Buyers hire us for diligence help on deals we’re not representing.

• Numerous buyers have hired us to sell their business.

• Average deal size has increased steadily.

• Frequently receive client testimonial letters and referrals.

• Won M&A Source “Top Firm” in 2020 and numerous other awards.



Any Questions?

Contact

Mike Mensch, CBI, M&AMI

President

Agency Brokerage Consultants

mmensch@agencybrokerage.com

Office (321) 255-1309


