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INTRODUCTION

AFTER growing up in Paducah and graduating college at
Virginia Tech as an Engineer, Ed started his career at a Fortune
50 company in Lexington, Kentucky working as a manager in
the food industry.

He moved back to Paducah as the start-up manager to
establish a manufacturing facility for the beverage industry. Here
Ed hired all the original employees and set up most of the team
structure of the business. Later, Ed was hired to sell capital
equipment and eventually rose to the position of President,
serving for a number of years.

He then entered the engineering business and eventually was
chosen to establish a new manufacturing facility in Paducah. Ed
has held the following titles during his career: National Sales
Manager, Vice President & General Manager, Business
Development Manager, General Manager, President & CEO and
Partner & Area Director.

The industries Ed has served include food, beverage, capital
equipment manufacturing, light manufacturing, engineering
construction, pharmaceutical manufacturing and business
advising. Ed currently serves as the Chairman of the Board of
Directors for Paducah Water and is a member of the Rotary
Club of Paducah. Ed served as Chairman of the Rotary
Education Assistance Plan for 10 years.

Ed Barker




YOU have made the decision to control your financial future by purchasing a
business. Owning a business is a great way to build wealth and take charge of your
own destiny. Congratulations are in order but you should be wary and frankly somewhat
hesitant of taking on this endeavor. Business ownership and or entrepreneurship is
not for everyone and you should do some serious soul searching about your skills,
passions, maturity, and your support system as you make this decision. However,
once you make it...... you must be all in and TAKE CHARGE.

So let’s talk a bit about this TAKE CHARGE thing. Being a business owner by definition
means that you and you alone are in control of each and every element of what goes on
in your business. For those who have not worked for themselves or owned a company
this is somewhat of a new concept but critical to understand if you are to successfully
navigate the buying process and even more importantly the running of your

company / business.

Taking Charge (Leadership) is not often talked about in the context of buying a business
but | think it vital and since this is my book | get to talk about it. You will be the person
writing the check at the closing and the one running the business long after your broker,
your cpa, and your attorney are gone. So as you embark on this process be the one in
control of it and the people in it.

You will be putting a team together of professionals in this process to assist you: Attorney,
Business Broker and CPA. These three professionals all have specialties and lanes
they need to stay in and you as the business owner/ leader need to manage them, lead
them and direct them. Think of yourself as the head coach of a football team. You may
delegate authority, you may allow a quarterback to call plays, but you and you alone
as the head coach are in charge of the winning or losing. The OUTCOMES are your
responsibility. You are not going to be able to blame others if something goes wrong
so be IN CHARGE.

As you hire your team of advisors be careful that you understand their roles, the scope
of their expertise, and set clear guidance on your expectations for their performance
and communication amongst each other. One of the major mistakes made with first time
buyers is defaulting leadership to their one professional and not setting solid ground
rules for respect and professionalism amongst your team. Solid leadership from you is
critical. With that you can achieve the objective of navigating this process and buying
the business you want.




Let’s talk about your team:

A. The Attorney: First your attorney is a fiduciary. Meaning they have an obligation

to work on your best behalf. There are good attorneys and bad attorneys as in every
profession so choosing the right one is critical. The attorney has a responsibility to
act in your best interest but also get the deal done. The skills needed to walk this
fine line are rare indeed, so as you interview counsel talk to this point and ensure
he/she will communicate proactively and be reachable and give examples of how
they navigate the process.

Some things to consider when securing buy side legal counsel:

i.

il.
ili.
iv.
V.
Vi.
Vii.
Viii.
iX.
X.

Keep in mind your objective is
to buy a business. Unlike real
estate where a distress doesn’t
negate the real property value
and thus the negotiation can be
somewhat hostile. Deals that
are at arms-length and involving
good will warrant a softer touch.
Hiring the loudest, meanest, and
most nasty attorney may not be
the right thing for a deal. Pick the
right tool for the job.

One of the nice things about

Will you have direct contact with the attorney or their para legal?

Are they familiar with the Business Brokers Forms & Contracts?

Are They available after hours?

Are they flat fee or hourly rates (how is the hour calculated?)

Have they worked with the brokers in the deal?

Will they give you references to speak with?
Are they a Swiss Army Knife Attorney (is your lawyer a patent, divorce,
business, patent, or environmental attorney plus business lawyer)
Reasonableness: being a fiduciary but a solution minded one
Temperament & Experience: Professionalism in Negotiation/Battle Scars
Licensed: Familiar with the laws respective to the state and counties
involved.

forms is the Marketplace has

facilitated norms of behavior. Legal fees consequently which formerly were quite high,
are somewhat mitigated to a low number. Therefore, flat fees for transactions and
standard forms have limited the hours attorneys have to spend reviewing and
revising. Keep in mind that having attorneys familiar with forms and the players involved
(opposing counsel, brokers, closing attorneys) also mitigates fees.




Be respectful of your attorneys’ time. When they negotiate a flat fee, they are assuming
a level of work paired to the deal in question. Realize you are one of many clients (an
important one...but one). If you do not get a flat fee negotiated and are billed by the
hour have all your questioned grouped and use your time with counsel wisely. Talking
about the latest soccer match or the weather is on the clock the time you waste there is
still billed. If you do not have an attorney of your own your broker or CPA should give
you a list of several or you can look up the affiliate members. Lawyers should not veer
from their lane. They should not be giving business advice or financial / tax advice.
Ensure your attorney knows the duties performed by the closing attorney (outlined in
the standard purchase agreement) so you are not getting double billed.

B. CPA: Your CPA (there is a difference from an accountant) is also a fiduciary. Their
job is to vet the numbers and state facts. The mathematical facts are their lane.
They are paid by the hour or flat fee and success is not a factor for them. As with the
attorney you should seek referrals and speak with prior customers to ensure they
are a good fit for you and the deal in question.

They should understand the industry in question and have actually dealt with
customers in that vertical. Believe it or not there are subtleties to businesses that
do not show up on a balance sheet and may be important to know. For example,
if you hire an accountant to look at vacation rental management companies in
Kentucky, and he or she is a personal tax accountant in Wisconsin they will miss
something. That something could be critical to your financial health. Choose wisely
and make an informed decision. Some tips include:

I Are they a CPA or Accountant: What is the difference?

ii. What is their band width to handle due diligence and how fast can they
do it?

iii. Definition of scope of work for the Due Diligence

V. What will be the fee? Hourly or Flat?

V. Are they familiar with the software involved in this transaction?
Vi. Access for Communication with attorneys and brokers?

vii.  Are they familiar with the brokers and attorneys involved?

viii.  Ongoing support post engagement for taxes?

IX. Do they set up entities?

One area we see CPAs get into trouble with is they sometimes give opinions on
prices of businesses. Why is that problematic since they are fiduciaries? Well first
there are several ways to value a business and more often than not they use a
method different than the prevailing market method. They also as fiduciary state a
price that is favorable to you as a buyer...problem is the seller and the market have
a value in mind as well, so the CPA opinion is irrelevant. In Kentucky, you have the
ability to get comparable sales from Transworld of WKYy.




Just ask your broker to run a report by sales, owner benefit, and the physical area.
You can even have the subject listing compared graphically to the comps to help you
visualize. Keep in mind supply and demand factor into this process as well.

C. Business Broker: Of the three professionals in the on your team this one is the one
you will spend the most time with. They are not fiduciaries rather they are contingency
based (i.e., they only get paid if you buy) Transaction Brokers predominantly. You
can negotiate a fee to have them paid up front or to function as a fiduciary, but it
will be pricey given the risk they incur. As with lawyers and accountants you should
interview them. The main take away is that the broker is success based. They are
transaction brokers which means that they have to act honestly and disclose all
matters pertinent to the transaction. They, just like the others should be able to put
you in contact with prior clients for referral. They are your access portal to
information as they have access to the comps and the listings. Brokers live in the
market. A good one can help immensely. A bad one can crater a deal just by being
involved. The broker you choose should be full time in the business. Not someone
doing this as a hobby.....if you hire on price, likability or anything other than their
track record of excellence you will get what you paid for. Some benchmarks for you
to think about with regard to business brokers:

I. They generally do not do residential real estate

. Time in the desert: average time in the business is less than a year so
the old dogs have survived the tough times.

iii. Are They Full Time?

iv. How skilled are they in technology?

Now [that you know the roles of your team members it is your role to make sure that
all work together. It is good if they have worked together in the past so there is no
disconnect. You need to recognize each professional's value. If you discount one over
the other, chances are, you picked a bad team member and its on you from there to
repaif the disconnect or change the team members. You are in control now and you
and your business broker will begin the next step of the Buying Process.




All buyers should meet their Transworld representative in person. However, if
that is not possible due to distance, continuous communication by phone or
email can be effective. We begin searching for the right business by gathering
detailed information about you to establish your financial capabilities, your skills
and experiences, and your personal life goals. This information helps us gain
your commitment to the process and determine the best types of business to
pursue. Once this is completed, we will start your search using Transworld’s
considerable market basket of resources.

AFI'ER meeting and interviewing attorney, accountants, and brokers and having
chosen your team the buyer should sit down with their Business Broker (hopefully
a Transworld Agent) in person; however, given the nature of the buyer market you
should Zoom, Skype or Facetime. | have found that a face-to-face conversation even
virtually allows both parties to truly understand and communicate with each other. At
this in person meeting detailed information on the buyer should be gathered. | know
you want to jump into the search process but if you have picked the right broker and
they are truly serving you as an advisor they need to know a lot of things about you.

Things | like to know when | meet with buyers include but are

not limited to: professional background, reason for transition, financial position, family
makeup (seems odd but age and needs of children can impact some dynamics)
Visa/immigration criteria, language skills, employability of spouse vs purchaser, horizon
issues / exit planning, industry likes and dislikes and much more. You see evaluation
of a purchase is as much about knowing that shape and depth of the “round peg” so |
can find the right slot to put it into. The buyer interview is critical because if truth and
trust is not established between the parties more than likely the deal will not happen.




Not all searches require that level of insight. Things we have seen however include:

a. Handicapped Purchasers: Clients with physical limitations

b. Religious restrictions: Bars are often off limits for some customers

C. Lifestyle requirements (no weekends): | left the corporate world for a
easier life

d. Family Needs: Young children

Once the interview is complete. Your broker should take time to familiarize you with
the various websites you can search from and forms you will need to be familiar with.
They should provide you copies of them and go through them all with you in detail.
The other sites are for pay sites. For example, on bizbuysell you have most of the
same listings but do not have the ability to filter the listings by financial form used for
the numbers presented. This is critical...you see although there are about 500
businesses for sale in greater Orlando only about 20% have tax returns as the source
for the numbers represented. That would be an important thing to know before you
start down the path of inquiry, confidentiality forms, interviews etc. Now that does not
mean they don’t have books and records. It just means for some reason the broker
didn’t use them for the listing advertisement. It is however a flag to be paid attention
to.

To further illustrate how tough the buying process is for buyers, here is a sobering
statistic. 90% of all buyers (defined as those who inquire on a listing) never complete
the buying process. One of the key elements is Frustration. The Evaluation Step is
critical as it provides the filter to achieve your goals as a buyer. Seek out knowledge
from multiple sources like The Deal Board Podcast, books like this, YouTube channels,
and the advice of trusted advisors you respect, and even course work from people like
Richard Parker with DIOMO.

0 NEW EPISODE

L
E Financing Business
Acquisitions Through
the SBA Loan Program
B A H D SUBSCRIBE ON iTunes | Android
_ _ | Stitcher | Spotify | YouTube |
Business Exit Experts GooglePlay | Tuneln




You won'’t feel comfortable making a decision until you understand what it takes
to buy a company. We will explain the process and help you understand the
realities of the current marketplace. You will learn how to use online forms, to
search the internet for businesses, to read Business Listing Information sheets,
to understand basic valuation concepts, and to review our avalable opportunities.

YOU will notfeel comfortable deciding untilyou fully understand whatit takes

to buy a business and run a business. | take great pains to talk about all the moving parts,
variables, risks, rewards, challenges, triumphs and uncertainties. Buying a Business is a
risky proposition and education on it and the industry are vital. Part of your job as a buyer
isto be an active learner and researcher. Buying a Business is not a part time job. It should
involve a ton of reading and solid research. Your Business Broker can provide tons of
information to assist you like: Listings Comps, Sold Comps, Review of sold transaction
and business like the target you are looking at, access to the Deal Stats data, access
to Peer Comps. He / She should point you toward resources that are solid like “How to
Buy A Good Business At A Great Price” and most importantly anecdotal information
from their long experience. Your broker should have a teacher's heart. They should be
looking to educate you on this process and give you as many resources to help you
navigate it safely without being blindly trusting in one “expert”. With today's technology
the amount of information you have access to is deep and wide. Here is a podcast you
may find helpful, “ The Deal Board".

L

Also do not think that business is some overly
complicated discipline with fancy words and
secrets hidden by old men in white suits. If
you are a competent adult with solid instincts
who exercises good judgement you will be able
to learn and navigate this process. However,
oY ~you must continue to educate yourself as you
' @ run your business because business is ever
changing. Just ask Kmart and Sears.




Now the hard work of finding the perfect business begins. We will help you search
for your company, aid you in signing confidentiality disclosures, get you detailed
information on the business, and set up showings with the seller. You will refine
your business search and visit opportunities until you decide on a business to
purchase. If your search takes longer than a few months, you may need to return
to the education step.

NOW the hard work really begins. | want to take a moment to talk about why
THE SEARCH is step 4 and why EDUCATION is step 3. If | were to guess well over 90%
of buyers begin with Searching before they do anything else. Therefore, a staggering
90% of all business buyers (defined as those who send an inquiry in) never ever
complete a transaction. You see searching on the various web portals and papers is
very much a “rabbit hole” with tunnels off and shoots to dens that confuse, disappoint,
and muddy what should be a simple process. Following our Process is a tried-and-
true method that puts you in a place to succeed and get through the disappointments
associated with getting a meeting of the minds on a deal. So back to THE SEARCH.

Let us paint the picture of the marketplace. There are about a dozen or so major
websites that list businesses with more coming and going daily. The following are the
major ones for your reference: BIZBUYSELL, BUSINESSBROKER.NET,
DEALSTREAM, BUSINESSESFORSALE.COM, IBBA, GLOBALBX.COM , LOOPNET,
MERGERPLACE, BUSINESSMART, and BIZQUEST. Now keep in mind that some
of the sites are owned by one company and each are businesses with their own
agenda to play in the market. | would also encourage you to consider the Transworld
site given that we are the largest brokerage and carry several thousand businesses in
our portfolio as well.

At least from a Transworld Business Advisors perspective, every one of our listings
appears on all these sites. For the most part the other reputable brokers appear on
the major sites like BIZBUYSELL and BUSINESSBROKER.NET (as a side note, when
the day comes to sell a business, you need to ask what sites a broker is on.




If they are not on all the sites, then are they really the right broker to work with??
So now that we got that out of the way here are some tips:

Ilgnore the prices: Every seller lists high as they want room for negotiation. Many
brokers are afraid to tell sellers the truth or do not know how to determine multiples.
Understand this the average business lists at a 3 multiple and Sells at a

1.89 multiple of cash flow. IGNORE THE PRICE...the business is worth what it is
worth to you and what the market says. You get to make the buying decision, but
the market says what it is worth

.» Search by profit / cash flow: You are buying income and you must eat. At the
end of the day the income is the prime factor to be considered. Location, industry,
etc., etc., etc., are secondary. Here is a cool statistic for you 80% of buyers do not
buy what they first approach on as when they go through the process, they find out
their skills and talent meet a business they never thought of before.

*Embrace the Surprise: Instincts take you to what you know but you may find your
talents and skills enhance an industry or business you never thought of or knew
about. Your skills could be the thing that is lacking in an industry ripe for the
taking.

*Plan the Exit: Learn from this process and recognize you may have to sell someday.
Temper your passion for English Tea Rooms with the realities of the market and the
need to cash out someday. Immigration, Age of Children, Retirement, Age are all
components of life that will happen. You need to be able to exit.

*Know what you don’t know: What in the corporate world equates to a SWOT
Analysis (Strengths, Weaknesses, Opportunities, Threats). Be Practical and
understand how your personal SWOT and the business SWOT and how they
match up.

*The 3 P’s : Patient, Perspective, and Practicality. The most expeditious way to
navigate this buying process is to follow the process. Do not deviate, cut your
losses quick, and live-in reality.

*The Market & Reasonable / You Can’t Fix Stupid: Deals sell when they are in the
“box”. Meaning when they and the terms of the deal meet the norms of the market.
A good Broker can spot good or bad in seconds and knows when to cut bait quick.
Problem is the broker is not in charge...you are. Hire a broker with experience
who knows when to cut loose as they are the only ones paid for closing the deal...
believe it or not your lawyer and cpa keep getting paid even if the deal craters.
The comps are there to gage reasonableness and about banked deals everyone
knows what can and can not be done on the lending front. Key phrase to
remember is “you can’t fix stupid”.

10.




Once you have identified a business of interest you will get to review an overview
document called a Business Listing Information Sheet or BLI.

RANDOM LISTING CRITIQUE 2

Listing No: BBF-439-449197

Public Pictures: & @ *Confidential Pictures Available*
sic

Category : Automotive 7549

Detail :  Auto Restoration Price 3,100,000
County : Brevard Down 310,000
State/Prov : Florida Adj Net 723,452
Country : USA Sales 3,619,861

36 Year Old Auto Resteration Business Located in Central Florida. Customers from All Over this Premium Restoration Business

for the upkeep and restoration of classic Auto's Highly Confidential. Over 1 Million in backiogged work on the books.

Non Compete
Operating dys/hrs
Skills/Licenses

Reason for Sale :  Retire
General Location : Central Florida
Organization Type : Corp'Sub S Hours Owner Works: 45

. Years Established: 36 Years Owned: 36 Emp FT: 20 Emp PT: 0 Mgrs: 0
i Miles: 100 Years: 5 Weeks Training: 2 Cost: 0

: M-F 7-3:30pm

: general management auto experience helpful

Business is : Relocatable: N Home Based: N Franchise: N Lender P/IQ: N

Data Source P/L Statement Tax Return

Year (Cash Flow) 2018 (N) 2017 (N) {N)
Gross Revenue 3,619,861 3,938,110 0
Cost of Goods 983,777 1,261,263 0
Gross Profit 2,636,084 2,676,847 0
Expenses 2,210,037 2,268,263 0
Net 426,047 408,584 0
Owner Salary 87,042 188,875 o}
Benefits 41,407 27,034 0
Interest Expense 33,893 32,891 0
Depreciation 24,357 65,223 0
Other 110,706 31,716 0
Owner Benefit 723,452 754,323 0

The amount of information you get at a buyer / seller meeting is dependent upon several
factors. But understand this...you will not get to do due diligence prior to making an
offer. If you are lucky you will get some information in terms of financials but not all.
Think of it like a house buy. You do not get to inspect the house prior to an offer that is
accepted. So too in business transactions...you make a contingent offer based on due
diligence. Then you get to do the due diligence.

11.
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HERE is where collective experience really matters. The expertise of having actually
completed thousands of deals is not to be underestimated. Here in Kentucky, there are
standard contracts drawn up by a team of attorneys that help you keep your legal
fees to a minimum by redrafting standard docs. Letters of Intent are commonly
discussed but for 99% of main street deals not encouraged. | am not giving legal
advice here but recognize as a buyer they are viewed by sellers and sellers' brokers
as a waste of time. They usually are one sided, they are not binding on sellers, and
generally result in the associated expense of drawing up a purchase agreement from
scratch. We do see LOI's on larger deals
where the terms are more complicated.

Once your offer is tendered (deposit
may go with offer or be put in post
acceptance) it can be either countered,
accepted, or declined. The amount of
back and forth is usually minimal i.e.,
we don’t generally see it flying back
and forth several times. When
accepted and deposit is put in, we go to
the next step.... DUE DILIGENCE.

This period is where you fully ensure the owner’s representations are accurate.
Our staff will coordinate the efforts of your legal and accounting and strive to
satisfy all contingencies. If there is financing involved, your application must be
approved by the lender, proving that you are qualified for repayment of the loan.

THIS is the period where you fully inspect the owner’s representations to ensure
accuracy. Your broker will coordinate the efforts with your legal and accounting
professionals and strive to satisfy all contingencies written into the contract. A point
of note here is that the professionals performing due diligence should have some
competency in the vertical you are buying. For example, if your CPA has no experience

12.




in the manufacturing business and does not understand work in progress (WIP)
they may miss a critical element of the deal that is relevant. You want to make sure
communications go through one central point (the broker) and that a record of said
communications is compiled and recorded. Your business broker does not perform due
diligence...nor would a smart one try to, but they (assuming some depth of experience)
can contribute by providing resources and insights from past deals you may find of
value. There will be your personal due diligence, your legal due diligence, and then if
financing is involved some financial due diligence at a different scope from your bank.

An important note here. Your Business Broker can give you information but please do
not ask them to give you financial advice. It is not their job as a Transaction Broker to
give you such advice. If they are providing financial advice, frankly they are stepping
outside the scope of their practice. This is the arena where your CPA and Lawyer
start earning their pay. You will get an initial due diligence list from your CPA and
Attorney. Try to make this list as complete as possible. Deal Fatigue can set in with
ad homonym requests for information, so tight and succinct is better. Realize
something here good businesses are rare, so it is never a buyer’s market when you
have a good business. Respect the seller and they will respect you and the process.
Here are some tips related to managing due diligence:

* All Items should be collated through your broker and consolidated in a central
location (dropbox or share drive)

* A definitive period should be set for due diligence: Open ended timelines lead to
deal fatigue, and you must create urgency for CPA's and Attorneys to move with
a purpose and accountability (Time Kills Deals). Watch the clock and know
when due diligence ends.

* If you need more time, ask for it.

* Make sure your team knows the timeline and moves with a purpose.

* You as a buyer should spot check your professional's work. You are the client
and presumably can add and subtract. Be active, Ask Questions.

There is no perfect...all businesses have warts. Look at the business in its’

entirety and make your decision to go forward on the due diligence report.

You will be asked to put a deposit down prior to due diligence. Not putting one

down says your not serious. The deposit is going to be contingent on you

signing off on the due diligence.

13.




Final preparations will be made for lease assignments, utility transfers, financing,
merchant service accounts, inventory counts, and any other last minute
prepartions to make the transfer as seamless as possible. Your acquisition will
usually be completed by an attorney with the signing of several documents and
the payment of the balance of the purchase price.

F.[NAL preparations will be made for lease transfer, utility transfer, financing,
merchant account transfer, licensing, inventory counts, and a ton of other items that all
occur at the final minute. Remember the seller is running a business all the way up to
close so it is complicated, requires attention to detail, and every person to do what they
are supposed to do when they are supposed to do it. Your Business Broker is the Bird
Dog of this process. When in step one we talked about roles and responsibilities, and
we mentioned how important it was for you to understand them and reinforce them...
here is where the rubber meets the road.

Someone must quarterback all
these moving parts and have
the influence to make sure
everyone in the deal does what
they need to. If you think its
easy...well, you are flat out
wrong. So, your job....hire the
right team in step one....make
sure the parties understand the
urgency of communication and
timely execution. Empower the
Broker to do his or her job and
address those who are not on
. “ board with the process to get on
the bus. A smooth close looks

easy but given that less than 50% of deals close...the humbers say otherwise. Deals
can and do die all the way up to the closing. There are legions of examples we can
share with you where deals died due to preventable factors. Just ask us over a beer
and we will gladly share them. At the end of the day though it always comes down to
failure to follow the process step by step.

14.




Transitional training by the seller may include meetings with employees and
clients, technical education, computer updating, and other essential knowledge
transfer. Transworld Business Advisors will be avalable to assist you with any
guestions or post closing requirements you may have. Remember what you have
learned throughout this process, because when the time comes, Transworld will
still be here to help your business.

WAY back in step #5 THE OFFER we talked about preparing and presenting an
offer. One of the clauses in that document will be the training and transition period.
This transitional training can be as short as a day and as long as a year depending on
the business and its complexity. It may include meetings with employees and clients,
technical education, franchise training, computer updating, transfer of intellectual
property and knowledge, transfer of utilities, transfer of websites & communications
portals, and then the actual training on the running of the business. Each industry
has its special nuances and requirements (one more reason a seasoned brokerage
is critical). Your broker should not just disappear once the deal is done. He or she
should be a resource to point out elements of focus for you during transition and should
share successful strategies and communications they have seen in their experience.
Remember, the one party who has been through this process many times is hopefully
your broker. Your business broker will be able to give you multiple options and solutions
to the inevitable hic-ups that pop up. Call us without hesitation....our commitment to
you is one of Trusted Advisor. We will go the distance.

Business Advisors

() TRANSWORLD

Business Sales « Franchises + Mergers & Acquisitions
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GLOSSARY OF HELPFUL TERMS AND RESOURCES

E2 Visa: A type of immigration status visa used by certain treaty countries to purchase a business and
get status in the US

L1 Visa: A type of immigration status visa used by certain countries to purchase a business and get
status in the US

EB5 Visa: A type of immigration status visa used by certain countries to purchase a business and get
status in the US

Transaction Broker: a limited form of representation assisting both a buyer and seller in the completion
of a transaction.

Single Agent: a type of brokerage relationship an agent can have with specific duties including: Dealing
honestly and fairly, Loyalty, Confidentiality, Obedience, Full disclosure , Accounting for all funds, Skill,
care, and diligence in the transaction, Presenting all offers and counteroffers in a timely manner, unless
a party has previously directed the licensee otherwise in writing; and Disclosing all known facts that
materially affect the value of residential real property and are not readily observable.

Fiduciary: A fiduciary is a person who holds a legal or ethical relationship of trust with one or more other
parties

CPA: a certification for an accountant. There is a fiduciary relationship associated with CPA’s
Recast: Recasting is the accepted accounting principle of removing or adjusting items on your financial
statements that are unrelated to the ongoing business.

Owner Benefit: are the pretax and pre-interest profits before non-cash expenses, one owner’s benefits,
one-time investments, and any non-related income or expenses. Also known as SDE or SDI (sellers
discretionary earnings / income.

Sellers Discretionary Income / SDE: are the pretax and pre-interest profits before non-cash expenses,
one owner’s benefits, one-time investments, and any non-related income or expenses

Cash Flow: is the net amount of cash and cash-equivalents being transferred into and out of a business.
At the most fundamental level, a company’s ability to create value for shareholders is determined by its
ability to generate positive cash flows, or more specifically, maximize long-term free cash flow

EBITDA: In simplest terms it is the sum of the earnings before interest, taxes, depreciation and
amortization. Different from SDE or Owner Benefit. EBITDA multiples are higher and do not account for
owner salary. Primarily used for larger businesses and M&A transactions

Due Diligence: The period post an accepted offer when a buyer gets to review the financials and records
of the target business to determine if representations are correct

Contingency: a clause that must be fulfilled in a contract or waived by a party.

Deal Stats: another resource available for purchase showing recent sales by vertical, category, revenue
and profits
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BRG / Business Reference Guide: a resource compiled by business brokers annually listing pertinent
information regarding a business type including but not limited to rules of thumbs, common metrics, and
percentages pertinent to the business and industry.

IBBA: The International Business Brokers Association. The largest association of business brokers in
the world. Offers training to brokers to get CBI (certified business intermediary certification)

CBI: Certified Business Intermediary earned by completion of coursework from IBBA

CMAP: Certified Mergers & Acquisitions Professional: Earned by completion of coursework at Kennesaw
State University in Concert with the M&A Source.

M&AMI: Master Mergers Intermediary: Performance Driven earned by completed CBI Certification and
proof of closure

LOI / Letter of Intent: a non-binding document outlining the general terms and price by which a buyer
proposes to purchase the assets of a particular business. If signed by the seller, it indicates that both
parties intend to move forward in completing the transaction.

PSA / Purchase and Sales Agreement: a purchase and sales agreement. Transworld Business Advisors
provides a standard form for Asset Purchases of a business.

Addendum: an agreed-upon addition signed by all parties to the original contract. It details the specific
terms, clauses, sections and definitions to be changed in the original contract but otherwise leaves it in
full force and effect. Key is in addition to the existing contract.

Rider: A rider is often used to add specific detail and especially specific conditions to a standard contract
such as an insurance contract.

Closing / Transaction Attorney: An attorney / agent preparing and executing the closing transaction. Not
working for either party as a fiduciary nor providing legal advice. Fees for closing traditionally split by
both parties unless negotiated otherwise.

Occupational Licenses / Business Tax Reciept: Otherwise known as a business license is a tax from the
county or municipality where business is conducted authorizing your business to conduct trade

NDA/ Non-Disclosure Form: A document used by parties in a transaction to secure the confidentiality of
the information shared and nature of the process and facts pertinent to the deal.

The following page lists the standard NDA /Non-Disclosure form.
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Transworld Business Advisors of Western Kentucky
Confidentiality/Disclosure/Regisiration Agreement [TWCA)

This Agreement dated and efective as of the latest date below (the “Effzcive Date”) by and between Transworkd™ Business Advisors of Westem Kentucky(*Broker) and

. hisher agenis or assigns (indvidually & togsther *Prospect’)

Stats Zip

MNamea

Addreaa City

Email Addreas Driver's Licenas [EIN Number#
Phone Cell

Fax

BUSINESS LISTING ID NUMBER (the “Listing™)

1. Confidentisl Information - Prospect understands Mat the selier 521 forth in T Listing
referenced dbove (*Seler”) and of he business aiso et forh in the Listing [the Business?)
shal, directly or indirecly Frough Eroker as is conduit, discose to Prospect cerain
confidznial and proprietany information related 1o the Susness FCorddental Information”),
‘which shall include infamation redating b non-putiic, confiosnial and proprstary operations,
properties, personned, fnancial information, motendals, products, fechnoiogy, Compuier
PrOgrEmS, Manuas, business plans, sofwarne, rruweirgpu&aummmmmn
disclosed or submitied, m&,unmmeMnEumm,munrgmnms
inierest in purchasing the Business. agrees not 10 discose, publish, or ohenwise
reveal any of e Confidential informaion i any ofer paries, agenis, representaive of
empiny=Es whatsoever without the prior weiten corsent of Seller, exnent Tat Prospect may

distose the Confidential infonmation to Prospect's legal counsal, accountant of lender.

2. Conduct - Prospect understands and agrees hat all CEMMRNICIIENTS CoNCEmIng Me above
BL shall be conducted saisly through the Erokar and that Frospect shall be obligated o pay
Evoler its full comimission if Prospest interisres with Sroker's nght 1o collect its commission
as set forh in @ sepamte Markstng Agreement wil Seller Mat incudes broker eams a
comimission when: 1) Prospect is ready, willing and able o purdase the BL at the tems s&i
forth in the BL, or at any ofmer Price andior 1emms accepiabie to Sgler; 2) bays,
IEases, ECENES in irade of othenvise obans ary part oF the Business during the o (2)
yEar pefiod commencing from the date of e Effecive Dale; 3) Seler and Prospect enier
It 3 contract for saie; 4) Prospect, Trougn o faut of Seler, fils of refses o compiste a
sle, lease, trade of ofner dispositon of the Business afer enlering into an agreement to do
Maumspeqmsanmaqmofnwm of Nas an empioyment, independent
coniracir or corsuling relationship diectly or indinectty with Selier. Prospect agrees not o
approach or contact Seller o s principals or visit the physical business bcation witoutan
apointment amanged Twough Ceoker, Prospect ais0 agiees to MOt GONGEE OF apgeoach
Sellers BMpinyess, OffiCials, S0ENIS, CUSIMERS, SUDDIETS, amdior compettors witout the
ENpress Wiiten corsen] of Brokes. Prospect shal be fully esporsible for any reach of Tis
Agresmient by Prospect Prospect's Sgents, Eresentatives, of employess.

3. Information — All information and documents prosided o Prospect conceming Te Susness
is the property of Seller and must b retumed Imediatsly upon wiitten request by Beoker or
Saller. ANy 3nd all RRSENEIoNs and WETTaNas Shal be Maoe Sy by and tetween
Sefler and Frosped in 2 sgned purchasesale agreement and subjed 1o e provisions
hereof. Prospedt fully understands iat Broker MEkes N0 representations of waranties
whatsoeyer, expressad of impied, 1o Prospect with respect 10 T2 Business and Confidendal
Irsormaton disciosed to Prospect, Prospedt ackmowistges hat i is and wil not refy wpon
any information, wiitten or oral, msmmmzmnmaummmmm
nformation recsived must be independenty verified by Prospect Prospedt acknowisdges
it all information fumished andior received by Frospect is provided by Selier and not
verified in any way Dy Broker or its agents, and that Broker and its agents are relying upon
Seller ir e accuracy and complelEness of e imormation. Prospect agress Tat any
nforTation and documens recefved Dy Prospect will not e us=d i any way o Selers of
Evoker's detiment or liabilty, and Prospect agrees to indemnify and hold Broker harmiess
fom any claims or damages fom its 1se andor relance Teson. The provisons in this
peragraph shall atso imure 1o e benefil of Broker's agents.

4. Saller a3 Third-Party Beneficiary — Prospect acknowledges Tiat Seller has ™ right to
the Corddental Infmation and o cbtain the benefits hereunder. Accoedingly, and
o sch limiied purpases only, Seller srall be considered an intended Tim-party beneficiary
hereunder. The fact Tial Selier is not a Signalony o this Agreement shall ot profibil, ailer or
limit Selier's or Sroaer's nght i enforce he Bnms heresd.

5 Repressntation — Prospect understands and agrees Mat Broker is 3 Tansacion eoker as
desfined in Kentucoy. A= such, Broker i not @ single agent or representaive of Seller or
Prospecs

Prospect's Signature Datz

TWCA 311 =201

BUSINESS CATEGORY

6. Anvics - Prospect UNJersiants, agrees, and aCKOWedges INat PIospect has besn anvised
to consult an afiomey andir pusiic accountant for assistance in reviewing and
verifying e legal, finandal andior any other perinent information conceming the Busness.
Prospect further understands and agrees that Sroker is merely acing as & conduit of
infemation and has not made any independent mvestigation of TE accwagy of Te
infammation peovided by Seler. Prospedt agress 1o ndependenty verdy all represanations
and warTanties made by Selier and undersands that Broker Nas not made, nor wil it make
any werification or warranty regarding any infomation provided.

7. Procuring Cause - Prospect herchy recognizes Beoker as e procuning cadse of any
purchase or pifer act set forih in paragraph 2 Sbove and agress that for 3 period of o (2)
Years #om the ESecive Date not 1o Gedl difecty of MAFECHy Wil the Saier, ik agents,
Tepresentaiives of assigns, withou! the prior witien consent of Beoker. IF Prospect, or an
Entity in which Prospect Nas an imerest, or person of entily intoduced w0 the Business
andior Seller by Prospecl, emiers inip @ (3) sale andor puchase agreement, [b)
managemen contract of ofer Snancial aangement with Seller with respect o the Business
of part therecd, indluging leasing e Eusiness premises @om Seller or Seller's landiond,
Prospect shall be liabie io Broker for any and dl damages Evoker may susk, inchuding but
not imited 1o T payment of the full commission due Beoker under 3 separate agreement
with Sefler. To ersure the colledion of its compersation, Prospect hersby grants Beoker he
night o piace a lien on e Business as5ets whith may be amuired by Prospedt in viokaion
of this Agresment, and Prospect agress and 00es herely appoint Bvoker is atomey—in-ct
to Execuie @l doCUMEN'S Mecessany 10 perfed such fen, and his Agresment shal be
Prospect's Consent 1o 99 50 a5 requined by Bentucky.

B. Warmanfipes - Prospect Fepresens and WarTants Tat f 0oes not regeesent any mirt-gary
compefior of the Business and i not an empioyes oF @ competion business. Prospect
WaITants Tat Mg soe pUPose of requestng and recehing infanmation on the Business 5 1o
possioly afed @ purhase or MEnger andiol aoquisiion, and none ofer, and
mmsm:sal«auamtmnrem,ngmsummmbmsndsmrqm
Confidental Information io Prospecd. Prospedt further warrants that it is finandally capable
of purthasing e Business, has not filed sor an undisciosed bankruplsy, and has not besn
comsicted of amy el or Gime.

9. Mo impiisd waiver - Either party's filure i insis in any one or more iNEtances upan smo
periormance by e ofer party of any of e berms of this Agreement shall not be mnskued
35 @ waher of any condinuing or subsequent faiure io perform or delay in perioemance of
any ferm heseot.

10. Consent & Jurisdiction - This Agresment shall be govemed by T2 laws and constnued in
BCCoRdance Wth the [aws of e SiEE oF Kenucky, and e paries Consent and ages mat
Calioway County, Kentucky shall e e S0k and exchsive venue for ol procesdings
refating to this Agreement andor is subject matier, including witout Emitaton the
Enfocement heseod. Prospect hemdy waives ail objzctions to estabishing venue elseshere.
Prospect agress that in the event of any breach or freaiensd breadh of Te onfidentalty
provisions contained heren. Seller or Sroker may obtan, i addition 1o any other legal
remadias which may be avaiabie, mequmuemmaanmmmnm
Broker andior Seller against any such breach or threatened breach

11. Afiorrey's Fees - In the event of any dispuie o Iigation ansing out of or relating to is
Agreement, Te prevailing party shall be entiied 1o an aaard of it reasonabie atiomeys’
fees, costs, and expenses incumed in oot e Fial court and appeliate levels.

12.Copies — Prospect Nas PRCEIVE d cOpy OF this Agreement, and a fax of electronically
tran=mited copy Wit signatunes shall be considensd a5 an origingl.

Ed Barker

[Print TWA Agent Kame) Date

Transworid Business Advisors of Kentuciy is an independendy owned and operated company.
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