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Copyright and Edition Notice

Copyright © 2026 Matthew J. Hutera. All rights reserved.

This edition brings together the author's edited manuscript, including 27 chapters, seller and buyer toolkits, sample
clauses, and an illustrative enterprise case study.

Prepared for PharmacyList.com, operated by Pharmacy List LLC. For questions about a sale, acquisition, or the guide, visit
PharmacyList.com and complete the website inquiry form.

This book is educational. It does not provide legal, tax, accounting, investment, lending, or regulatory advice, create an
advisory engagement, or promise a transaction outcome. Work with qualified advisers and confirm the rules applicable to
your state, entity, pharmacy model, payer contracts, and lender.

Valuation multiples, transaction timelines, fees, deposits, tax outcomes, and financing percentages in examples are
illustrative assumptions, not verified current market benchmarks or offers. Models are simplified; obtain a
transaction-specific valuation and tax analysis.

The case study is composite and illustrative, not a record of a transaction completed by the author. Sample clauses
require counsel's review and tailoring, particularly restrictive covenants, binding LOI sections, patient communications,
and data sharing.

Checklists in this PDF are printable planning aids. They are not interactive form fields. References to separate worksheet
files have been removed or clarified; those files are not bundled with this edition.

Review financing, tax, regulatory, and legal questions with qualified professionals before making a transaction decision.
Reader notes and source links appear at the end of this guide.
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Dedication

To my family
You are the reason behind everything I do. My work, my ambitions, and the life I strive to
build are rooted in my love for you and my desire to give you the best life possible. This

book is dedicated to you, with all my love.

And to Guy Stillwell

Thank you for welcoming me into the pharmacy world and mentoring me throughout the
journey. Your guidance has helped shape my path, and I am deeply grateful for everything

you have taught me.
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Introduction to Pharmacy Ownership
and Sales

Pharmacy ownership in the United States is at a crossroads. For decades, independent community
pharmacies have served as the backbone of healthcare in towns and neighborhoods across the country.
They are more than businesses; they are community anchors, trusted by families for generations. Yet in
today’s market, ownership is no longer as straightforward as it once was.

On one hand, opportunities have never been greater. Independent pharmacies are still uniquely
positioned to deliver personalized care in ways that large chains cannot. The rise of compounding,
specialty, and long-term care pharmacies has created niches that can be both profitable and fulfilling for
entrepreneurial pharmacists. On the other hand, pressures from pharmacy benefit managers (PBMs),
shrinking reimbursements, regulatory complexity, and rising operating costs have made ownership more
challenging.

This book is written for two groups of people who often meet in the middle:

Pharmacists who want to sell - perhaps you're ready to retire, cash out, or transition your business to the
next chapter.

Entrepreneurs who want to buy or own - maybe you are a pharmacist dreaming of independence, or an
investor exploring opportunities in the healthcare space.

Both groups have similar needs: clarity, transparency, and actionable guidance.

Why Ownership Matters

When you own a pharmacy, you own far more than shelves of medications. You own relationships with
physicians, families, and patients. You own the trust that your staff has built over years of serving the
community. You also inherit the risk and responsibility - payroll to meet, compliance requirements to
navigate, and a competitive market that never slows down.

Ownership is not for the faint of heart. But for many pharmacists, it is still the most rewarding way to
practice their profession. It allows you to build something lasting, shape the culture of your business, and
have direct impact on patient care.
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Why Sales Are Increasing

In the last decade, the number of pharmacies changing hands has accelerated. Baby-boomer pharmacists
are retiring, often without family members interested in taking over. Consolidation is increasing, as
larger players and private equity firms see value in rolling up independent pharmacies into regional
networks. At the same time, new pharmacists are entering the workforce saddled with student debt but
hungry for ownership opportunities.

This dynamic has created a unique market: sellers who want to maximize value for their life’s work, and
buyers who want to acquire businesses that will provide both income and independence.

The Challenges Ahead

Despite the opportunity, selling or buying a pharmacy isn’t as simple as listing a home on the market.
These are highly regulated businesses with complex financials, sensitive patient data, controlled
substances, and evolving reimbursement landscapes. Mistakes in the process can cost hundreds of
thousands of dollars - or even kill a deal entirely.

Understanding valuation multiples, due diligence, financing, and legal structures is essential. Buyers
need to know what they’re truly acquiring; sellers need to know how to present their pharmacy in the
best light.

The Purpose of This Book

This book is not a legal manual or a financial textbook. Instead, it is a practical guide written by someone
who has been in the trenches of pharmacy consulting, sales, and ownership. My goal is to give you the
inside perspective: what buyers are really looking for, what sellers often overlook, and how to navigate a
transaction in a way that protects value for both sides.

By the end, you should feel equipped with:

A clear understanding of different pharmacy types and how they are valued.
Practical steps to prepare a pharmacy for sale or acquisition.

Real-world insights into financing, negotiations, and closing.

A roadmap for success whether you are entering or exiting ownership.

The pharmacy market will continue to evolve, but the fundamentals remain the same: ownership is a
blend of opportunity and risk, and sales are a mix of art and science. Whether you're preparing to let go
or ready to step in, the decisions you make in this process will shape your career, your finances, and your
legacy.
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PART I

The Seller's Playbook

Matthew J. Hutera 9
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Chapter 1: The Decision to Sell

Deciding to sell your pharmacy is one of the most significant choices you will ever make as an owner. For
many pharmacists, the business is not just an investment but a life’s work - something you've poured
your time, energy, and often your identity into. The thought of stepping away can feel overwhelming,
emotional, and complicated.

At the same time, it’s also a business decision. Whether you're considering retirement, feeling the
pressure of shrinking reimbursements, or simply ready for a new chapter, the choice to sell should be
approached with the same care and objectivity as you bring to running your pharmacy day to day.

Why Owners Decide to Sell

There are many reasons why pharmacy owners come to this crossroads. Some of the most common
include:

Retirement - After decades of long hours and patient care, many pharmacists are ready to step back and
enjoy more freedom.

Burnout - The daily grind of dealing with PBMs, audits, and staffing shortages can take a toll.

Financial pressures - Reimbursements are shrinking, DIR fees cut into margins, and cash flow can feel
tighter every year.

New opportunities - Some owners decide to sell in order to pursue new ventures, whether inside or
outside of healthcare.

Family considerations - Maybe the next generation isn’t interested in taking over, or maybe family
priorities are pulling you in a different direction.

Understanding and being honest about your reasons for selling is the first step. Not only does it help
clarify your own thinking, but it also shapes how the process should be structured.

Timing the Sale

One of the biggest mistakes owners make is waiting too long. Pharmacies are valued primarily on
earnings, and if profitability is declining year after year, buyers will notice. Selling when your business is
healthy - with strong prescription counts, good cash flow, and clean financials - will almost always result
in a higher valuation.

That doesn’t mean you need to sell at the first sign of stress. But it does mean thinking about the
long-term picture. If you've been telling yourself for years that you’ll “just push through one more year,”
it may be time to step back and objectively assess whether holding on is really adding value or
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subtracting it.

Emotional Factors

For many owners, selling isn’t just about numbers - it’s about identity. You've built relationships with
patients, staff, and physicians over decades. You've invested in your community. Walking away can feel
like leaving behind part of yourself.

Acknowledging those emotions is important. They can cloud judgment if ignored, or they can help clarify
what matters most in the transition. For example, some sellers care less about the highest price and more
about ensuring their staff keeps their jobs or that patients continue to receive excellent care.

Knowing What Buyers Want

Understanding the buyer’s perspective early will make your decision clearer. Buyers are primarily
looking for:

Solid financial performance (EBITDA, prescription counts, payer mix).
Clean records - both financial and regulatory.
Opportunities for growth (services, compounding, LTC, immunizations, etc.).

If you're not ready to provide three years of financial statements, RX reports, and up-to-date compliance
documents, you're not ready to sell. Preparing these in advance will not only make your pharmacy more
attractive but also reduce stress once the process begins.

The First Step

Ultimately, the decision to sell is a mix of head and heart. It’s about knowing when the business side
makes sense and when the personal side aligns with moving on. Many owners find it helpful to start with
a confidential conversation with a consultant, accountant, or attorney to test the waters and see what
their pharmacy might be worth.

The most important thing is this: don’t drift into a sale. Make it intentional. Decide on your reasons, your
goals, and your timeline. That clarity will set the foundation for everything that follows.

Quick Reference - Seller Readiness

Seller’'s Readiness Checklist
Have I identified my reason for selling? (burnout, succession, de-risking, etc.)

Do | have an income replacement plan post-sale?

Matthew J. Hutera 1
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Is my lease assignable and at market rent?

Is my payor mix stable (no sudden loss of a major PBM contract)?

Is my compliance posture solid (DEA, Board, inventory reconciliations)?
Do | have a bench for pharmacist-in-charge (PIC) if needed?

Am | prepared for 90-180 days of cleanup before launching a process?

Pro Tip: Don't wait until you “feel ready.” Buyers pay for momentum and clean data. Start prepping 6-12
months before you think you'll sell - it pays off in higher offers and fewer headaches.

Matthew J. Hutera 12
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Chapter 2: Understanding What Your
Pharmacy Is Worth

Once you’ve made the decision to sell, the next question that immediately comes up is: “What is my
pharmacy worth?”

This is where reality meets expectation. Most owners have an idea in their head - a number that feels fair
after years of hard work and sacrifice. But in the marketplace, value is determined by buyers, lenders,
and the performance of the business itself. Learning how pharmacies are valued will not only ground
your expectations but also help you take steps to maximize your sale price.

The Role of EBITDA

EBITDA means earnings before interest, taxes, depreciation, and amortization. It is an earnings measure
used in valuation, not the same as operating cash flow or free cash flow.

Buyers and lenders may evaluate adjusted EBITDA alongside cash flow, working capital, capital
expenditure needs, and debt service. One-time expenses and owner-related items require separate,
supported adjustments; EBITDA does not automatically remove them.

As a seller, you should know your latest year’s EBITDA and be prepared to show three years of financial
history. Buyers want to see stability, or at least a clear story if the numbers fluctuate.

Multiples by Pharmacy Type

The following ranges are illustrative discussion points from the manuscript, not independently verified
current market benchmarks. Actual pricing depends on earnings quality, pharmacy model, contracts,
scale, risk, and the buyer pool:

Retail community single-store: 2.0-3.0x EBITDA

Closed-door long-term care: 3.0-5.5x EBITDA

Compounding: 5.0-10.0x EBITDA (depending on size and specialty)

Multi-unit chains: Higher multiples, often case-by-case, because buyers see more scalability

The larger and more specialized a pharmacy is, the higher the multiple it can usually command. A
compounding lab with $3M in EBITDA may attract national buyers at premium pricing, while a single
retail store with $300K in EBITDA will more likely attract local or regional buyers.

Matthew J. Hutera 13
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Beyond the Numbers
Although EBITDA is king, it isn’t the whole story. Buyers also look at:

Prescription volume and payer mix - Are you growing scripts year over year? What percent is
Medicare/Medicaid vs. commercial?

Clinical services - Immunizations, compounding, LTC contracts, MTM services can all add value.
Staff stability - A strong, loyal team makes transitions smoother and reduces buyer risk.

Compliance and audits - Clean records, no outstanding board of pharmacy issues, and a history of
passing audits builds confidence.

Location and competition - A community pharmacy with no chain competition nearby is worth more
than one across the street from a Walgreens.

These qualitative factors can push a buyer toward paying at the top end of a valuation range.

The Gap Between Expectation and Market Value

It’s common for owners to expect more than the market will actually pay. This doesn’t mean buyers are
unfair - it means the lens through which owners see their business is different. Owners see decades of
sweat equity, nights on call, and relationships with patients. Buyers see future cash flow and risk.

Bridging this gap is critical. Going into the process with inflated expectations can lead to wasted time,
failed negotiations, and frustration. Sellers who start with realistic numbers - even if they don’t love them
- often walk away with stronger deals because they are prepared.

The Documentation Buyers Expect

If you're serious about selling, you’ll need to have these ready before conversations progress:
Three years of RX reports (by month if possible)

Three years of financial statements (P&L and balance sheet)

Most recent interim financials and RX reports (year-to-date)

Latest year EBITDA calculations with add-backs explained

Any LTC contracts, compounding certifications, or clinical service documentation

The number one thing buyers ask for at the beginning of the process is proof. Having these documents
ready makes you stand out as a prepared seller.

Matthew J. Hutera 14
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A Seller’'s Mindset

Understanding value isn’t just about numbers - it’s about mindset. If you expect 5x EBITDA for a retail
store that’s barely profitable, you’ll be disappointed. If you're realistic, you can focus on ways to
strengthen value before you list - or at least structure a deal that works for both sides.

In the chapters ahead, we’ll walk through how to prepare your pharmacy for sale, market it to the right
buyers, and negotiate terms that reflect its true worth. But everything starts here: with a clear-eyed
understanding of what your business is actually valued at in today’s market

What Buyers Don’t Care About

One of the toughest lessons for sellers is separating personal need from market value. Buyers are focused
on the business, not the seller’s life situation.

They don’t care:

What your financial planner told you that you “need” to retire.
How much you think your years of sacrifice are worth.

That this business is your “baby.”

It isn’t that buyers are cold - it’s that they are making a financial decision. They’re putting capital at risk,
securing financing, and taking on the operational challenges of running the business. Their lens is strictly
forward-looking: What can this pharmacy generate for me in the future?

The seller’s retirement goals, emotional ties, or personal story may matter in negotiations around
transition or staffing, but they will not impact valuation. That’s why it’s so critical to approach a sale with
realistic expectations, grounded in the actual performance of the business, not personal financial needs.

Quick Reference - Valuation Preparation

Valuation Prep Checklist

Have | calculated EBITDA for the past 3 years + trailing 12 months?

Have | identified and documented all add-backs (owner salary, perks, one-time costs)?
Have | normalized lease terms (if below or above market)?

Do | know the EBITDA multiple range for my model (retail, LTC, compounding, multi-unit)?

Have | prepared a napkin valuation and a lender-defensible valuation?
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Do | have at least one worked example of how my value story holds up under scrutiny?

Pro Tip: Multiples don't close deals - stories do. Buyers pay more for clean data + a credible growth narrative.
Package both.
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Chapter 3: Preparing Your Pharmacy for
Sale

Knowing your pharmacy’s value is only half the equation. The next step is getting your business ready for
the market. Think of it like selling a home: the appraisal might set the range, but a clean, staged,
well-maintained property will always sell faster and often at a higher price than one that looks neglected.

Pharmacies are no different. Buyers want to step into a business that feels organized, compliant, and
profitable. The more prepared you are, the smoother the process will go - and the more confidence a
buyer will have in paying top dollar.

Clean Up Your Financials

Buyers will scrutinize every number, so your financial records must be accurate and presentable. That

means:
Three years of clean financial statements (profit & loss, balance sheets, tax returns).
Up-to-date bookkeeping. If your books are months behind, catch them up before going to market.

Clearly documented add-backs. If you've run personal expenses through the pharmacy, spell them out.
Buyers (and lenders) need to see adjusted EBITDA, not guess at it.

Consistent reporting. Avoid one-time swings or unexplained adjustments. Anything unusual should be
explained in writing.

Think of your financials as the first impression. Sloppy books equal buyer hesitation. Clean books equal
confidence.

Get Your Compliance in Order

Regulatory risk is one of the biggest deal killers in pharmacy transactions. Before listing, make sure:
Board of Pharmacy inspections are up to date with no outstanding issues.

DEA records are complete and accurate.

Third-party audits (PBMs, Medicare, Medicaid) are resolved with documentation.

Employee licenses and certifications are current.

Policies and procedures are organized and accessible.

A buyer does not want to inherit compliance headaches. Showing them you run a tight ship removes one
of their biggest fears.

Matthew J. Hutera 17
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Address Staffing and Operations

Your team is part of the value. A pharmacy with long-tenured employees who know the patients and
processes is far more attractive than one with high turnover or untrained staff.

Consider:

Putting formal job descriptions and training materials in place.
Incentivizing key staff to stay through the transition.

Ensuring payroll, scheduling, and HR files are organized.

The goal is to show buyers they can step in without chaos.

Optimize Your Storefront and Workflow

First impressions matter. A cluttered pharmacy, outdated signage, or inefficient workflow raises red flags
for buyers. Consider small investments in:

Fresh paint, clean signage, and organized shelves.
Updated technology (POS, dispensing systems, automation if appropriate).
Streamlined workflow to show efficiency.

While you don’t need a full remodel, showing pride in the business makes it easier for buyers to envision

success.

Assemble the Key Documents

Have these ready before you start conversations:
Last three years of RX reports (monthly counts).
Current year-to-date RX reports.

Financial statements and tax returns (3 years).
Inventory list and valuation.

Lease agreements or property details.

Contracts (LTC, compounding, third-party payers).

Nothing slows down a deal faster than scrambling to find documents mid-process. Organized sellers
build trust.

Matthew J. Hutera 18
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Tell Your Story - With Facts

Buyers care about the numbers, but they also want context. If you've grown scripts despite PBM
pressure, highlight that trend. If you've expanded into immunizations or compounding, document the
revenue impact. If there’s opportunity you haven’t tapped - like long-term care or med sync - mention it.

A well-prepared package shows buyers not just what the business is, but what it could be under their
ownership.

Preparation Creates Leverage

The more prepared you are, the stronger your negotiating position. Buyers expect some level of due
diligence cleanup, but if you hand them a pharmacy that is buttoned up from day one, you instantly
separate yourself from other sellers.

Preparation reduces risk. And reduced risk almost always translates into a stronger price and better
terms.

Quick Reference - The Cleanup Phase

Cleanup Checklist

Financial hygiene complete (CPA-reviewed, no co-mingled expenses).

Clear add-backs documented with receipts/invoices.

Accounts payable/receivable reconciled.

DEA inventory logs updated and accurate.

Board of Pharmacy inspections current, issues resolved.

Lease reviewed for assignability and renewal terms.

Staff roster, job descriptions, and payroll clean.

Momentum story ready (last 90-180 days RX + financials trending upward).

Pro Tip: Think like a buyer’s lender. If your pharmacy looks “bankable” on paper, you'll attract stronger offers
and avoid price cuts during diligence.
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Chapter 4 - Deal Structures 101

When it comes time to sell your pharmacy, the headline number - the “purchase price” - is only half the
story. The structure of the deal can be just as important as the number itself. Two transactions with the
exact same price tag can produce very different outcomes for both buyer and seller depending on how the
agreement is structured.

In this chapter, we’ll cover the basic building blocks of pharmacy deal structures: asset sales versus stock
sales, how working capital is handled, earn-outs and holdbacks, real estate, and the all-important tax
allocation. Think of this as Deal Structures 101 - not a substitute for tax or legal advice, but a roadmap to
help you understand the moving pieces before you sit down at the table.

Asset Sale vs. Stock Sale
The first big fork in the road is whether your transaction will be structured as an asset sale or a stock sale.

An asset sale is by far the most common structure in pharmacy. In this model, the buyer purchases the
assets that make the pharmacy run: prescription files, inventory, goodwill, furniture and fixtures,
sometimes certain contracts, and sometimes the real estate. The seller usually keeps the legal entity itself
(the corporation or LLC) and winds it down after the sale.

Why do buyers like asset sales? Because they can pick and choose what they want, and just as
importantly, what they don’t want. They don’t inherit unknown liabilities or legacy issues tied to the
corporate entity. From a tax standpoint, buyers also get a “step-up” in the basis of the assets, which
means more depreciation and deductions going forward.

For sellers, an asset sale can be less favorable. In a C-corporation, the gain on assets may be taxed twice -
once at the corporate level and again when proceeds are distributed. Even in an S-corp or LLC, the
allocation of the purchase price across different asset classes (which we’ll cover later) can have a big
impact on how much the IRS takes home.

A stock sale, by contrast, is when the buyer purchases the entire company - the shares of the corporation
or the membership interests of the LLC. All assets and liabilities come along for the ride.

Sellers may prefer a stock or membership-interest sale, but tax treatment depends on the entity and
transaction. The legal entity remains in place; contracts, licenses, payer enrollment, and registrations
may still require change-of-control notices, consent, new applications, or other approvals. Buyers must
evaluate inherited liabilities.

In practice, most independent pharmacy deals are asset sales, though larger buyers (especially private
equity groups or regional chains) may consider stock sales under the right circumstances.
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Working Capital Mechanics

Even once you've agreed on a purchase price and whether it's an asset or stock deal, there’s another
question: what's included in the box?

This is where working capital comes in. Working capital is simply current assets (like cash, accounts
receivable, and inventory) minus current liabilities (like accounts payable). In a pharmacy deal, the
buyer wants to make sure they’re acquiring a business that can operate “normally” the day after closing
without having to pour in extra money just to pay bills or order drugs.

Here’s how it usually works: the parties agree on a target level of working capital based on historical
averages. At closing, an adjustment is made depending on whether the actual working capital is above or
below that target. If there’s excess, the seller may get a bump in purchase price. If there’s a shortfall, the
purchase price may be reduced.

It can feel like accounting gymnastics, but it’s a key part of ensuring both sides walk away with what they
expect. For sellers, it means understanding in advance what “normal” operations look like on paper so
there are no surprises when the buyer’s accountants start running the numbers.

Earn-Outs and Holdbacks
Another way deals are structured is through earn-outs and holdbacks.

An earn-out ties part of the purchase price to the pharmacy’s performance after the sale. For example,
the buyer might agree to pay you an additional $200,000 if the script count or EBITDA stays at a certain
level over the next 12 months. Earn-outs are most often used when buyer and seller can’t quite agree on
the future trajectory of the business - maybe the seller insists patients will stick around, while the buyer
worries they’ll drift to a competitor.

The challenge with earn-outs is measurement. If the formula isn’t crystal-clear in the purchase
agreement, disputes are almost inevitable. Still, when designed well, they can bridge valuation gaps and
give both sides confidence in the outcome.

Holdbacks (sometimes called escrows) are simpler. Here, the buyer withholds a portion of the purchase
price - often 5-15% - and parks it with a neutral third party for 12-24 months. The purpose is protection:
if an undisclosed liability pops up or a regulatory issue surfaces, the buyer has a source of recovery
without chasing the seller. Assuming no issues arise, the funds are released to the seller at the end of the
period.

Real Estate Considerations

Pharmacies often come with real estate, and how that’s handled is another structuring choice.

If you own your building through a separate LLC or personally, you can either sell the real estate outright
along with the business, or you can lease it to the buyer. Chains often prefer leases so they can preserve

Matthew J. Hutera 21



PHARMACYLIST.COM SELL YOUR PHARMACY

capital, while some independent buyers may want to own the property long-term.

From a valuation standpoint, the real estate should be appraised separately, and the lease terms (if you
keep the building) should reflect market rates. Things like CAM charges (common area maintenance)
and renewal options should be hammered out early so they don’t hold up the transaction.

Tax Allocation: The Silent Negotiation

Perhaps the least understood but most important structuring detail is how the purchase price is allocated
for tax purposes.

In an asset sale, the IRS requires both parties to file Form 8594 and agree on how the purchase price is
split among asset classes. These include inventory, equipment, furniture, real estate, goodwill, and
non-compete agreements.

The stakes are high:

Sellers usually want as much as possible allocated to goodwill, which is taxed at long-term capital gains
rates.

Buyers prefer allocations to depreciable assets like fixtures, equipment, and real estate, which they can
write off over time.

If you ignore this until the last minute, you risk giving up thousands - sometimes hundreds of thousands
- in tax efficiency. Smart sellers raise allocation discussions early so there are no surprises when the
closing attorneys start drafting the Form 8594.

Deal Structure in Action: Three lllustrations

Let’s say you've agreed to sell your pharmacy for $3 million. On the surface, the number looks the same -
but the way the deal is structured dramatically affects what ends up in your pocket.

Example 1: Asset Sale (C-Corporation Seller)
Purchase Price: $3,000,000
Allocation: $300K inventory, $200K equipment, $100K non-compete, $2.4M goodwill.

Problem: double taxation. Corporation pays tax on gains, then shareholder pays again when proceeds are
distributed.

Net after-tax: $1.7M-$1.9M.

Example 2: Asset Sale (S-Corporation Seller)

Same purchase price and allocation.
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Gains flow through once to shareholders. Goodwill taxed as capital gain; equipment recapture taxed as
ordinary income.

Net after-tax: $2.4M-$2.5M.

Example 3: Stock Sale (C-Corp Seller)

Buyer purchases stock, seller recognizes capital gain once.
Net after-tax: $2.3M-$2.5M.

Buyers reluctant due to liability exposure.

Entity Type Matters: Subchapter C vs. Subchapter S vs. LLC

How your pharmacy is taxed under the Internal Revenue Code can change the outcome of a sale more
than you might expect.

C-Corporations
Double taxation risk in asset sales.

Stock sales avoid it, but buyers resist liability exposure.

S-Corporations
Single layer of tax, generally favorable.

Trap: if you converted from C-corp within the last 5 years, the “built-in gains” rule can trigger double tax.

LLCs / Partnerships

Most flexible. Pass-through taxation and often easier for buyers to step up basis in assets.

Usually the most seller-friendly from a tax standpoint.

Example Net Proceeds by Deal Type and Entity Structure

Assumptions: $3M sale price, goodwill-heavy allocation, blended 25% capital gains / 35% ordinary
income tax rates.
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Entity Type Asset Sale (Net Stock/Interest Sale

After-Tax) (Net After-Tax)

C-Corp $1.8M $2.4M Double tax on asset sales; stock sale
avoids it but buyer reluctant.

S-Corp $2.4M $2.4-$2.5M Generally single tax layer; watch
depreciation recapture.

LLC / Partnership $2.5M $2.4-$2.5M Pass-through taxation, flexible
step-up rules; usually most favorable.

Key insight: The same $3M sale can leave the seller with anywhere from $1.8M to $2.5M in pocket
depending on structure and entity type.

Putting It All Together

Deal structure isn’t glamorous, but it’s where real money is won or lost in a pharmacy sale.
Understanding whether you're doing an asset or stock deal, how working capital will be handled,
whether an earn-out or holdback is appropriate, what happens to the real estate, and how the tax
allocation will be set - all of these details determine your true take-home value.

The lesson: Don’t just focus on the purchase price. Focus on the structure. A deal for $3 million could
leave you with more cash in your pocket than a deal for $3.3 million if the structure works in your favor.

Seller’'s Deal Structure Checklist

Before you sign a Letter of Intent or purchase agreement, make sure you can answer these questions with
your attorney and CPA:

Deal Type
Is this an asset sale or a stock/interest sale?

Have | weighed the tax and liability consequences of each?

Entity Structure
Is my pharmacy a C-corp, S-corp, or LLC?

If | converted from a C-corp, am | still within the 5-year “built-in gains” period?
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Working Capital
What is the target working capital in the deal?

How will any shortfall or excess be handled at closing?

Earn-Outs & Holdbacks

Is part of my purchase price contingent on future performance?

Is there a holdback or escrow - how much, and for how long?

Real Estate

Am | selling the building with the pharmacy, or keeping it and leasing it?

If leasing, are the terms market rate, fair, and clearly defined?

Tax Allocation (Form 8594 in Asset Sales)

How is the purchase price being allocated among inventory, equipment, goodwill, and non-compete?

Have | run the after-tax numbers under different allocation scenarios?

Buyer’'s Perspective
What concerns might make the buyer push for an asset sale vs. stock sale?

Am | prepared to negotiate indemnities or warranties to bridge the gap?

My Net Proceeds
After taxes, fees, and adjustments, what do | realistically take home?

Is the deal structured in a way that maximizes my after-tax cash without creating unnecessary risks for the
buyer?

Pro Tip: Ask your CPA to create a “net proceeds worksheet” that runs side-by-side comparisons of asset vs.
stock sale outcomes under your exact entity structure. Don't rely on headline numbers - know your real
take-home before you commit.
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Chapter 5 - Preparing the Package

If Chapter 4 was about how a deal is structured, this chapter is about how a deal is presented. The way
you prepare and package your pharmacy for market will do more to shape first impressions than almost
anything else. Buyers and lenders can only respond to what you put in front of them. Sloppy, incomplete,
or confusing materials lead to low-ball offers, dragged-out diligence, and painful re-trades. Professional,
well-organized packages send the opposite message: this seller is ready, this business is credible, and this
transaction is worth pursuing.

Think of preparing the package as building your “sales deck.” You're not just providing documents;
you're telling the story of your pharmacy in a way that’s transparent, consistent, and lender-defensible.
That story has three main components: the Confidential Information Memorandum (CIM), the Day-o
buyer package, and the data room. Supporting these are one-page KPI snapshots and the guardrails of
confidentiality.

The CIM: Your Pharmacy’s Story

The Confidential Information Memorandum (CIM) is the backbone of your presentation. It’s the
narrative version of your pharmacy’s profile - who you are, what you’ve built, and why a buyer should
take notice.

A solid CIM has three jobs:

Frame your pharmacy’s value in clear, plain language.

Provide the key data that buyers and lenders expect to see.

Balance transparency with discretion so you don’t expose sensitive details too soon.
Typical CIM sections include:

Overview: Location, years in business, ownership background.

Market: Competitive landscape, local healthcare context.

Financial Highlights: 3-year revenue, gross margin, EBITDA trends.

Payor Mix: Medicare, Medicaid, commercial percentages, top PBMs.

Growth Narrative: What’s driving momentum (new contracts, prescriber relationships, delivery,
compounding niche).

Operations Snapshot: Staff structure, hours, technology stack.

Transition Notes: Seller’s role today and expectations for handoff.
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A good CIM is not a data dump. It’s a curated summary that helps a buyer understand the story behind
the numbers.

The Buyer’s Day-0 Package

Every serious buyer starts with the same request: “Send me the last three years of financials and
prescription reports.” If you can’t provide these within 24 hours, you've already lost credibility.

Your Day-0 Package should include, at a minimum:

Three years of prescription reports (by month, by payor, by drug class if available).
Three years of financial statements (income statements, balance sheets, tax returns).
Trailing twelve months (T12) results with interim RX and financials.

Normalized EBITDA calculation with add-backs clearly explained.

This package is the buyer’s first filter. If your data looks messy, inconsistent, or padded, expect
skepticism and downward pressure on price. If it’s clean, consistent, and easy to navigate, you’ll start the
process on the right foot.

The Data Room: Organized Transparency

Beyond the Day-0 package sits the data room - a secure, well-organized folder that houses all supporting
documents. Think of it as the buyer’s due diligence library.

At a minimum, your data room should include:

Corporate records (articles of organization, operating agreements).
Leases (pharmacy, real estate, equipment).

PBM contracts and PSAO agreements.

DEA registration, Board of Pharmacy correspondence, compliance audits.
Employee roster, key contracts, benefit summaries.

Insurance policies, litigation history (if any).

Real estate documents (if owned).

The trick is staging access. Buyers don’t need to see everything on day one. Require NDAs before sharing
sensitive files. Release more detail as the process advances. Too much too soon can spook buyers or fuel
gossip if confidentiality leaks.
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KPI One-Pagers: Clarity at a Glance

Buyers love dashboards - simple one-pagers that summarize performance at a glance. A pharmacy owner
who can hand over clean KPI sheets looks more professional than one fumbling through spreadsheets.

Useful one-pagers include:

Script Volume Trend: 36 months of fills, new vs refills.

Payor Mix: Pie chart of Medicare, Medicaid, commercial.
Gross Margin Profile: Generic vs brand split, specialty mix.
DIR Fee Exposure: Estimated trailing impact.

Staffing Snapshot: Roles, tenure, pharmacist in charge (PIC).

These visuals don’t replace detailed data, but they make it digestible. Buyers can see the big picture
before they dive into rows of numbers.

Confidentiality: Guardrails and Discipline

The final piece of preparing the package is controlling who sees what and when. Independent pharmacy
sales are delicate - word of a pending deal can unsettle staff, patients, and prescribers.

Practical steps include:

NDAs: Require every potential buyer to sign a confidentiality agreement before releasing your CIM or
Day-0 package.

Watermarks: Mark files with buyer names to discourage leaks.
Need-to-know sharing: Keep details tight until you've qualified buyer seriousness.

Communication scripts: Draft what you’ll say if staff, prescribers, or wholesalers catch wind of a sale
prematurely.

Protecting confidentiality is just as important as producing clean data. You only get one shot at first
impressions, and one slip can set back trust with both buyers and your own team.

Choose Your Buyer Pool Before Choosing Your Advisor

Before you list your pharmacy, seek an independent, pharmacy-specific mergers and acquisitions advisor
who understands pharmacy valuation and the complexities of an ownership transition. Research several
firms and choose the company that best fits your goals. Compare pharmacy transaction experience,
buyer reach, confidentiality practices, fees, references, and the support provided from preparation
through closing.
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Ask each firm to explain whom it represents and whether supplier relationships, referral arrangements,
or other affiliations influence its recommendations. An independent advisor should be able to explain its
role clearly and disclose potential conflicts so you can make an informed choice.

A familiar wholesaler representative or an industry-group referral can be a useful starting point.
Familiarity, however, does not tell you how widely a sale will be marketed. Before signing an
engagement, ask whether the proposed process serves your goals or limits the search to a particular
network.

Do not assume that a wholesaler-sponsored sale program or an association-affiliated referral, including
one connected with NCPA, will run a broad buyer search or produce the highest offer. Ask whether the
process is restricted to existing wholesaler customers, independent operators, association members, or
another specific buyer pool. The actual restrictions must be confirmed for the firm and engagement you
are considering; an affiliation alone does not establish them.

A restricted buyer pool can leave money on the table. If qualified buyers outside that network are
excluded before they can compete, you may never see the price or terms they would have offered. A sale
within a preferred network is not proof that the broader market was tested. If maximizing net proceeds is
your priority, require a clear explanation of the buyer-search strategy and why any qualified buyer
categories will be excluded. A broader search can improve opportunities for competition, but it does not
guarantee the highest price or a successful closing.

Where appropriate for your pharmacy and your goals, the search can consider independent operators,
regional chains, specialty or long-term-care operators, private-equity-backed platforms, and strategic
acquirers. These buyers may propose very different outcomes, including continued operation or a
prescription-file acquisition. Compare what is being purchased, net proceeds, payment certainty, staff
and patient continuity, and closing risk - not just the headline offer.

Keeping the pharmacy independent may be your highest priority. That is a valid choice. Make it an
informed seller decision, with the tradeoffs explained, rather than an unexamined restriction imposed by
an intermediary.

Questions to Ask Before You Sign

Which buyer categories will you approach, and which will you exclude?

Will outreach extend beyond existing wholesaler customers or association members?

Will you consider chains, strategic buyers, and private-equity-backed platforms if they fit my goals?

Do referral payments, supplier relationships, or post-sale purchasing requirements affect recommendations?
How will you document outreach, qualify buyers, and protect confidentiality?

Can | approve buyer exclusions and compare multiple credible offers before committing?
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Before agreeing to a limited buyer search, visit PharmacyList.com to explore your options and the questions
to ask. Get the proposed buyer-search strategy and any restrictions in writing before signing an engagement.

Explore Your Options at PharmacyList.com

If you are considering a sale, check out PharmacyList.com. Explore resources to help you prepare for
market, understand pharmacy valuation, and ask the right questions as you evaluate advisors. You do
not need to have everything figured out before reaching out.

Visit PharmacyList.com and complete the inquiry form to request a confidential conversation or a free
preliminary valuation discussion.

Owner’s Takeaway

Packaging isn’t busywork. It’s positioning. A professional CIM, a ready-to-go Day-o0 package, a staged
data room, and clean KPI one-pagers make you look like a sophisticated seller. They also make life easier
for buyers and lenders, speeding diligence and reducing the excuses for “price chips.”

When you prepare the package right, you send a clear signal: this is a pharmacy worth buying, and this is
an owner who knows what they’re doing.

Seller’'s Packaging Checklist (Chapter 5)

Before you approach buyers, confirm you’ve prepared:

Confidential Information Memorandum (CIM)
Overview of pharmacy (history, ownership, operations).

Market context and competition.

3-year financial and script highlights.

Payor mix and growth narrative.

Transition notes (how you’ll hand off).

Day-0 Buyer Pack

3 years of RX reports (monthly).

3 years of financials (tax returns or CPA-reviewed statements).
Trailing twelve months (T12) results.

Normalized EBITDA with add-backs clearly documented.
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Data Room

Corporate records.

Lease and real estate documents.
PBM/PSAO contracts.

DEA, Board, and compliance files.
HR roster and benefit summaries.

Insurance policies.

KPI One-Pagers

Script volume trend (last 36 months).

Payor mix pie chart.
DIR fee exposure estimate.

Staffing summary.

Confidentiality Controls
NDA template ready.

Watermarks or version controls on files.

Communication scripts for staff/patients in case of leaks.

SELL YOUR PHARMACY

Pro Tip: The quality of your package sets the tone for the entire deal. A polished CIM and Day-0 pack don’t
just inform buyers - they signal credibility. Buyers pay more (and re-trade less) when they believe the seller

runs a disciplined operation.
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Chapter 6 - The Go-To-Market Plan

Once your pharmacy is cleaned up, packaged, and ready for market, the next decision is how to launch
the process. Do you quietly approach a handful of qualified buyers, or do you cast a wide net? Do you
manage inbound calls opportunistically, or do you run a structured process with deadlines and
comparables?

The way you go to market determines not only how many offers you receive, but also the quality of those
offers and the leverage you have in negotiations.

Quiet Process vs. Broad Process
There are two primary ways to run a sale process: quiet and broad.

A quiet process involves approaching a small, curated list of potential buyers - often strategic
competitors in your region, trusted independents, or corporate chains you've already identified. The
advantages are confidentiality and control. Fewer people know the pharmacy is for sale, reducing the risk
of rumors reaching staff or prescribers. Negotiations can be more focused, and the process may feel less
disruptive.

The downside is leverage. With only a handful of buyers at the table, you may not get the same
competitive tension. If one or two buyers stall, your options are limited.

A broad process, by contrast, involves marketing the pharmacy to a wider pool - sometimes dozens of
potential buyers. The goal is to create competition, drive multiple offers, and maximize value. The risk is
that broader visibility increases the chance of leaks. Staff might hear whispers, or competitors might use
the information against you. It’s also more work to manage, and not every owner is comfortable with that
level of exposure.

There’s no single right answer. For some owners, confidentiality is paramount; for others, price
maximization justifies the broader approach.

Qualifying Buyers

Regardless of process type, one of your most important jobs is qualifying buyers. Not every interested
party is serious, and not every serious party is capable of closing.

Here are the key questions to ask:

Financial Capacity: Does this buyer have access to capital or lender relationships? Have they closed
transactions of this size before?

Experience: Do they understand pharmacy operations, PBM contracts, and regulatory compliance? Or will
they be learning on your dime?
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Strategic Fit: Are they expanding in your market? Do they already operate similar stores?
Timing & Motivation: Are they genuinely motivated to buy now, or just kicking tires?

Qualifying buyers protects your time and your pharmacy’s reputation. Giving sensitive information to a
buyer who can’t close is worse than no offer at all.

Offer Management

When offers start coming in, the temptation is to focus only on the headline price. But as we’ve already
seen in Chapter 4, structure matters as much as dollars.

Your role is to manage offers with discipline:

Create a Comparison Grid: Line up offers side by side, noting not just price but structure (asset vs.
stock), working capital treatment, holdbacks, and proposed timelines.

Ask for Proof of Funds: Require buyers to show lender interest or bank relationships.

Clarify Conditions: Is the offer contingent on lease renegotiation, PBM approvals, or financing?

Set Timelines: Use deadlines to keep the process moving. Open-ended offers tend to drift, and drift kills
deals.

Owners who manage offers like a process - rather than reacting to whichever buyer is loudest -
consistently achieve better outcomes.

Sample Offer Comparison Grid

Example: Three offers on a single-store retail pharmacy (all numbers illustrative).

Criteria Buyer A (Regional Chain) Buyer B (Independent Buyer C (Private
Group) Equity-backed)
Headline Price $3,000,000 $3,200,000 $2,900,000
Deal Structure Asset Sale Asset Sale Stock Sale
Working Capital Target: $250K (true-up at None (buyer expects all WC $200K target WC
close) out)

Holdback / Escrow 10% ($300K) for 18 months 5% ($160K) for 12 months None

Earn-out None $200K tied to RX retention $400K tied to EBITDA 24
12 mos mos
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Criteria

Real Estate

Financing Certainty

Timing

Contingencies

Net Proceeds (Est.)

Buyer A (Regional Chain)

Leaseback at market rent

Approved SBA lender

partner

90 days to close

PBM approvals, lease assign

~$2.5M after holdback/tax

How to Use This Grid

Normalize the offers by calculating after-tax, after-contingency proceeds, not just headline price.

Buyer B (Independent
Group)

Buyer will purchase

property

Letter of interest only

120-150 days

Financing, PBM approvals

~$2.4M after earn-out

SELL YOUR PHARMACY

Buyer C (Private
Equity-backed)

Leaseback with 2% annual
escalator

Equity committed, lender
8D

180 days (regulatory +
financing)

Extensive: PBM, lender, PIC
retention

~$2.3M after stock sale tax
effects

Color-code risks: green for clean, red for heavy contingencies, yellow for in-between.

Update in real time as buyers revise offers during negotiation.

Owner’s Takeaway

Going to market is not about luck; it’s about process. Decide early whether confidentiality or competition

is your priority. Qualify buyers before you hand over sensitive information. Compare offers side by side,

looking beyond headline numbers. And above all, maintain control of the timeline.

The way you run your go-to-market process will be one of the clearest signals to buyers about the kind of

operator you are - disciplined, prepared, and serious about closing.
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Chapter 7 - Due Diligence Without
Drama

Reimbursement note: For Medicare Part D, pharmacy price concessions have been reflected at the point of
sale since January 1, 2024. Historical DIR language in this guide must be interpreted alongside current
contracts, audit exposure, and reimbursement rules. See the CMS source at the end.

If preparing the package is about presentation, due diligence is about proof. Once a buyer signs a Letter
of Intent (LOI), the friendly courtship shifts into an audit of your pharmacy’s reality. Every number,
contract, and credential will be tested. It’s not personal - it’s process.

The good news: diligence doesn’t have to be adversarial. With preparation, transparency, and cadence,
you can move through this phase without unnecessary drama.

The Purpose of Diligence

Buyers have two goals in diligence:

Verify what they think they’re buying - prescriptions, financial performance, contracts, licenses.
Surface risks that may justify a price adjustment or protective terms (escrow, indemnities).

Think of it like a home inspection. The buyer isn’t trying to insult your house; they just want to confirm
the roof doesn’t leak and the foundation is sound.

The Typical Timeline

Most diligence windows run 30-90 days from LOI to closing. In practice, the first 2-3 weeks are the most
intense:

Week 1-2: Financials and RX data combed through by accountants and lenders.
Week 2-4: Operational, HR, and regulatory reviews.

Week 4-6: Contract assignments (leases, PBMs, vendor agreements).

Week 6-8: Lender and SBA final underwriting, appraisal, insurance.

Week 8-10: Legal documents finalized (APA, non-compete, lease).

Every deal is different, but pacing matters. If you don’t set a cadence, diligence expands to fill the space
and can drag indefinitely.
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Common Snags (and Fixes)
Even well-run pharmacies encounter turbulence. The most common diligence snags include:

Financial Add-Backs in Question
Buyer’s concern: Are these “owner perks” legitimate add-backs or recurring expenses?
Fix: Document each add-back with invoices, canceled checks, or CPA confirmation.

PBM Contract Assignability
Buyer’s concern: Will key contracts transfer at closing?
Fix: Pull copies early, highlight assignment clauses, and engage PSAO if needed.

DIR Fee Liabilities
Buyer’s concern: What clawbacks are coming in the next 6-12 months?
Fix: Provide historical DIR data, estimates, and accruals. Don’t guess - quantify.

Lease Issues
Buyer’s concern: Can the lease be assigned or extended?
Fix: Talk to landlord pre-LOI, line up assignment terms, and confirm rent is market rate.

Staff Retention
Buyer’s concern: Will key employees stay post-closing?
Fix: Have a transition plan, including retention bonuses or clear communication timing.

Regulatory or Compliance Gaps
Buyer’s concern: DEA, Board of Pharmacy, or CMS audit exposure.
Fix: Show recent inspection reports, corrective actions, and policies in place.

Cadence and Transparency

The number one mistake sellers make is dragging their feet. If a buyer asks for a document and it takes
two weeks to respond, they assume the worst. Transparency builds trust; delays sow doubt.

Best practices:

Use a Diligence Tracker: Simple Excel or cloud tool with requests, owners, and status.

Respond Quickly, Even if Incomplete: Acknowledge requests within 24 hours and give timelines.
Overcommunicate: Silence makes buyers anxious. Regular check-ins calm nerves.

Remember: diligence is not just about facts; it’s about tone. A seller who is responsive, organized, and
cooperative signals they will also be a reliable counterpart through closing.
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Owner’s Takeaway

Diligence is not an ambush; it’s a test of readiness. If you’ve followed the steps in Chapters 3-5 - cleaning
up financials, preparing the package, organizing the data room - you've already done 80% of the work.

Approach diligence with discipline: anticipate the common snags, set a cadence, and lean on your
advisors. Deals fall apart not because of what diligence reveals, but because of how surprises are handled.

The secret to due diligence without drama is simple: no surprises, no silence, no stalling.
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Chapter 8 - Financing From the Seller’s
Seat

Financing update: Confirm the current SBA procedures and lender requirements. Standby terms, eligible
seller financing, equity injection, and approval timing depend on the transaction. See the source links and
publication notes at the end.

One of the most unnerving parts of selling a pharmacy is realizing that the buyer’s ability to pay you is
often dependent on a bank. Even corporate buyers and private equity-backed groups rely on lender
partnerships. Independent buyers almost always need SBA financing or a bank loan.

That means your deal is only as good as the buyer’s financing package. You don’t control it - but you do
need to understand it, anticipate how it works, and structure your agreements to protect yourself.

The Buyer’s Capital Stack

Every acquisition is funded from a combination of sources. Think of it as the capital stack:
Equity (Cash Down): The buyer’s own money, often 10-20% of the deal.

Senior Debt: A bank loan or SBA loan making up the bulk (often 70-80%).

Seller Note: A promissory note where the seller finances part of the purchase price.
Earn-outs or Contingent Payments: Tied to post-closing performance.

For a seller, the certainty of your closing payment is tied to how much of the price is covered by bank
cash at closing versus what’s deferred (notes, earn-outs).

SBA Financing: The Workhorse of Pharmacy Deals

The Small Business Administration (SBA) 7(a) loan program is the backbone of independent pharmacy
financing. Buyers like it because it requires less cash down. Banks like it because the government
guarantees a portion of the loan.

What sellers need to know:
Timing: SBA underwriting takes 60-90 days. Build this into your timeline.

Structure: Seller financing must meet the applicable SBA program and lender requirements. Obtain
written confirmation of payment, subordination, standby, and maturity terms before agreeing to a
structure.
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Scrutiny: SBA requires detailed financials, RX reports, tax returns, and appraisals. Any gaps will delay
closing.

If your buyer is relying on SBA, patience is required - but certainty improves once the loan passes
underwriting.

Certainty Structures

The biggest risk for sellers is a deal that drags or collapses because financing falls through. Smart sellers
build in certainty structures:

Deposits: Require a meaningful deposit (often 5-10%) at LOI or APA signing, refundable only if buyer
can’t get regulatory approvals.

Timelines: Set firm deadlines for financing approval. If they miss, you can walk.

Break Fees: In larger deals, sellers sometimes negotiate fees if buyers back out after a financing failure.
Back-up Buyers: Keep one or two alternate buyers warm in case financing collapses.

These structures don’t guarantee funding, but they align incentives and keep buyers accountable.

Seller Notes: Bridge or Burden?

A seller note is when you finance a portion of the deal - essentially becoming the buyer’s bank. It can be a
useful tool:

Bridges valuation gaps.

Signals confidence in the business to other lenders.

Provides ongoing cash flow to the seller.

But there are risks:

You're dependent on the buyer’s performance. If they stumble, your payments stop.

Confirm the current SBA and lender rules for seller debt. Requirements depend on the transaction and
whether the debt is being counted toward the required equity injection.

If you agree to a seller note, insist on clear terms, interest, security (personal guarantee if possible), and
remedies for default.

Inventory, AR, and Real Estate

Financing doesn’t stop at the purchase price. Buyers and lenders often handle inventory, accounts
receivable (AR), and real estate as separate pieces.
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Inventory: Usually purchased at closing based on a physical count, often funded by the buyer’s line of
credit.

Accounts Receivable: Sometimes carved out for the seller, sometimes purchased by the buyer with lender
approval.

Real Estate: May require a separate appraisal and loan. If you're leasing back, lenders will scrutinize
lease terms for stability.

Know how each of these pieces will be financed so you’re not caught off guard at the closing table.

Communication Is Everything

The financing process is stressful for buyers. Lenders ask for mountains of paperwork. Underwriters
second-guess assumptions. Appraisals come in lower than expected. Deals wobble.

As the seller, you can’t control the bank, but you can control communication:
Stay in touch with the buyer’s lender if appropriate.

Be responsive to document requests (tax returns, leases, licenses).

Don’t let small delays fester into mistrust.

Deals where sellers communicate proactively close faster and with fewer re-trades.

Owner’s Takeaway

From the seller’s seat, financing is about two things: certainty and speed. You don’t need to know every
SBA guideline, but you do need to know how your buyer is funding the deal, what risks that creates for
you, and what structures protect your downside.

Remember: the day you sign an LOI is not payday. The only check that matters is the one that clears at
closing. Protect yourself by demanding deposits, setting deadlines, and understanding the capital stack.

Seller’s Financing Checklist

Before you sign an LOI or purchase agreement, ask these questions about the buyer’s financing;:

Capital Stack

How much cash down is the buyer putting in?
What percentage is bank/SBA debt?

Is there a seller note - and if so, what are the terms?

Are there any earn-outs or deferred payments tied to performance?
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Certainty
Has the buyer obtained a term sheet or lender letter of interest?
Does the bank have pharmacy lending experience?

Are there clear timelines for underwriting, appraisal, and approval?

Seller Protection
Is there a deposit (5-10%) at LOI or APA signing?
What happens if financing falls through - do you get the deposit?

Are there deadlines or break-fees for failure to close?

SBA/Bank Limitations
Does SBA approval limit the size or structure of the seller note?

Will inventory or AR be financed separately, or excluded?

Are lease terms acceptable to the bank (if property is leased)?

Inventory, AR, and Real Estate
Who is funding inventory at closing (bank line, buyer cash)?
Will accounts receivable be sold to buyer, or retained by seller?

If selling real estate, is there a separate appraisal and loan process?

Contingencies
Is financing contingent on PBM approvals, lease assignments, or PIC retention?

How many contingencies are truly deal-breakers vs. “nice-to-have"?

Communication
Do you have a direct contact with the lender?

Is there a weekly update cadence on financing progress?

SELL YOUR PHARMACY

Pro Tip: Never rely on “we're good for it.” Require proof of funds or lender commitment before you pull your

pharmacy off the market.
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Chapter 9 - Closing & Transition

After months of prep, negotiation, diligence, and financing, the deal finally moves to the closing table.
For many owners, this is the most emotional chapter of the journey: it’s both an ending and a beginning.
Closing isn’t just a stack of signatures; it’s a series of coordinated moves that ensure ownership,
operations, staff, and patients all hand off smoothly.

Handled poorly, closing can leave bitterness, confusion, and disruption. Handled well, it creates
confidence for the buyer, security for your staff, and peace of mind for you as the seller.

The Final Stretch

In the last 2-3 weeks before closing, the focus shifts from diligence to execution. Attorneys finalize the
Asset Purchase Agreement (APA) or Stock Purchase Agreement (SPA). Lenders finalize SBA or bank
approvals. Title companies or escrow agents prepare documents. If real estate is included, appraisals and
deeds are lined up.

During this stretch, every party is under pressure. Buyers are nervous about funding, lenders are
double-checking numbers, and sellers are juggling normal operations with closing logistics. Staying
organized and calm makes a huge difference.

The Closing Table
On closing day, here’s what typically happens:

Funds Flow: Buyer’s lender wires funds into escrow. From there, funds are disbursed to pay off debts,
cover inventory, and transfer net proceeds to the seller.

Inventory Count: A physical (or system-generated) inventory count confirms what’s being purchased.
Adjustments are made if numbers differ from estimates.

Document Execution: APA/SPA, non-compete agreements, lease assignments, employment agreements,
and board resolutions are signed.

Licensing and Regulatory Filings: DEA, Board of Pharmacy, and PBM notifications are filed or finalized.
In some states, this is done pre-closing; in others, it happens the same day.

It’s a long day. Expect delays. Expect last-minute emails from attorneys. Expect a few anxious phone
calls. But if you’ve kept cadence through diligence and financing, most of these “fires” will be small and
solvable.
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Staff and Patient Communication

The most sensitive part of transition isn’t paperwork - it’s people. How and when you tell your staff and
patients matters.

Staff: Most owners wait until the deal is signed but not yet announced. Gather your team, explain the
transition, introduce the buyer, and emphasize continuity. Retention bonuses or transition agreements
can help keep staff grounded.

Patients: A joint letter with the buyer (and sometimes postcards or posters in the pharmacy) reassures
patients that their care continues without disruption. Mention continuity of services, any changes in
hours, and the new owner’s commitment to the community.

Prescribers and Partners: Buyers will want introductions to local providers, facilities, and clinics. A warm
handoff preserves referral relationships.

The Transition Period

Most deals include a transition period where the seller remains involved for 30-90 days post-closing.
Sometimes it’s a formal employment agreement; other times it’s an informal consulting role.

Your job during transition is to:

Train the new owner on workflows and relationships.
Smooth over any bumps with staff, patients, and vendors.
Stay accessible for troubleshooting.

Your goal is not to run the business anymore - it’s to make sure the buyer can. The smoother the
transition, the stronger your legacy.

Owner’s Takeaway

Closing and transition are not “one last hurdle.” They are part of the deal itself. How you handle this
stage affects not just how much money hits your account, but how your staff, patients, and community
remember you.

The signatures and wire transfers are just mechanics. The real closing happens when your team, patients,
and prescribers see that the pharmacy is in steady hands.

Seller’s Closing & Transition Checklist

Before you walk into closing, confirm you’ve addressed these items:
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Legal & Financial

Final APA/SPA signed and reviewed.

Non-compete terms clear and acceptable.

All debts, liens, and UCC filings identified and ready for payoff.
Inventory count scheduled and method agreed upon.

Funds flow memo (who gets paid what, when) confirmed with escrow.

Regulatory & Licensing

DEA registration and ownership-change steps confirmed; Form 222 or the applicable authorized process
for Schedule II inventory prepared. Form 222 is not a transfer of a DEA registration.

Board of Pharmacy notified or transfer application filed.
PBMs and PSAO notified of ownership change (CHOW if required).

Controlled substance records up to date and reconciled.

Staff & Operations

Staff communication script prepared.

Retention bonuses or transition agreements in place.
Payroll, benefits, and HR files organized.

Vendor accounts reconciled and ready to transition.

Patients & Prescribers

Patient communication (letters, posters, mailers) prepared.
Prescriber handoffs scheduled.

Delivery routes or specialty services continuity addressed.

Transition Period
Clear agreement on how long seller will remain (consulting/employment).

Defined role: hours, duties, compensation.
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Point person designated for buyer questions post-closing.

Pro Tip: Run a mock closing day with your advisors the week before. Walk through funds flow, signatures,
and regulatory filings. If you can rehearse it, you can relax when it's real.
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Chapter 10 - Tax & Life After the Sale

The wire hits your account. Years of long hours, stress, and risk finally convert into cash. It’s tempting to
think the hard work is over - but in reality, the way you handle the next 12 months will define whether
the sale feels like freedom or regret.

Two realities kick in immediately after a pharmacy sale: taxes and life without the business. Both deserve
as much planning as the deal itself.

Taxes: The Silent Partner in Every Sale

Selling a pharmacy is not just a financial transaction; it’s a taxable event. Unless you plan carefully, the
IRS may be your biggest “partner” in the deal.

Key considerations:

Capital Gains vs. Ordinary Income: Goodwill, stock sales, and most asset allocations are taxed at capital
gains rates. Equipment depreciation recapture, inventory, and non-competes may be ordinary income.

Entity Structure Matters: As covered in Chapter 4, C-corps can trigger double tax. S-corps and LLCs
usually pass gains directly to owners.

Estimated Payments: A large tax bill often comes due the following April - but quarterly estimates may
be required before then. Missing them can add penalties.

State Taxes: Don’t forget state-level impact, especially if you own property or operate in multiple states.

Installment Sales: Spreading payments (via seller notes) can spread out tax liability - but may come with
risk.

This is why having a tax strategist on your team before closing is non-negotiable. A smart allocation,
election, or timing choice can shift six figures from the IRS back into your pocket.

Life After Ownership

Many owners underestimate the emotional whiplash of selling. For years, your identity has been “the
pharmacist-owner.” Overnight, that role disappears. Patients no longer ask for you. Staff no longer rely
on you. The phone doesn’t ring with daily fires to put out.

Some owners feel relief. Others feel loss. Most feel both.
That’s why it helps to plan ahead:

Income Replacement Plan: What will fund your lifestyle now? Sale proceeds, investments, consulting, or a
new venture?
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Purpose: Will you mentor, volunteer, or pursue new business opportunities?

Health & Family: More time at home can be a blessing or a shock. Have conversations early about how
you'll use it.

Geography: Some sellers move away to create clean separation from the business. Others stay local but
set clear boundaries.

Life after a sale can be one of the most fulfilling seasons - but only if you've thought about what you’re
walking toward, not just what you’re walking away from.

Planning for Wealth, Not Just Proceeds

A lump sum in your bank account is not wealth until it’s managed wisely. Common next steps include:
Tax-efficient investment planning: Diversify, manage risk, and avoid knee-jerk moves.

Debt payoff: Decide whether to pay off mortgages, student loans, or business debt.

Estate planning: Update wills, trusts, and beneficiary designations now that your net worth has changed.
Insurance: Adjust coverage - you may need less liability insurance, but more life or umbrella protection.

New ventures: Be cautious about diving headfirst into another business without a plan. Many sellers
chase the next shiny thing and regret it.

Owner’s Takeaway

Closing is not the finish line - it’s the start of the next chapter. Taxes will take a bite, but with planning,
you can minimize the damage. More importantly, life after the sale requires intention. Without a plan for
purpose, income, and family, many owners find themselves restless or even depressed.

The money is important, but what you do with the freedom matters more.

Seller’'s Post-Sale Checklist

Before and after your sale, confirm these items:

Tax Planning

Have | modeled my after-tax proceeds?

Do | know how much is capital gains vs. ordinary income?
Have | scheduled estimated tax payments to avoid penalties?

Did I review allocation and entity-specific elections with my CPA?
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Financial Planning
Do | have a diversified investment plan for sale proceeds?
Have | paid down or restructured personal/family debt?

Have | updated estate planning documents (wills, trusts, beneficiaries)?

Insurance & Risk
Do I still need business liability coverage?

Have | updated personal insurance (life, health, umbrella)?

Lifestyle & Purpose
What will my day-to-day look like in the first 6-12 months?
How will | stay engaged - mentoring, consulting, volunteering, or a new venture?

Have | aligned expectations with my family about this next chapter?

Clean Break Items
Have | separated personal and business accounts?
Have | stored, shredded, or archived old pharmacy records properly?

Have | completed all Board of Pharmacy and DEA closing filings?

Pro Tip: Block out a “post-closing week” in your calendar. Don't make big financial or lifestyle decisions
immediately. Take a breath, reset, and then start your next chapter with clarity.

Closing Out Part | - The Seller’s Playbook
You’ve now walked through the full lifecycle of selling a pharmacy:

Chapter 1-3 showed you how to decide if you're ready, how to value your store, and how to clean it up for
market.

Chapter 4-6 walked you through deal structures, packaging, and how to launch a go-to-market plan.
Chapter 7-9 prepared you for diligence, financing, and the closing table.
Chapter 10 addressed the reality of taxes and life after ownership.

The common thread across all ten chapters is this: readiness reduces drama, and structure creates value.
Sellers who prepare their story, package their data, qualify their buyers, and plan for life after closing
walk away not only with better financial outcomes, but also with confidence in their legacy.
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The playbook you've just read isn’t theory. It’s what works in real pharmacy transactions across the
country. Whether your buyer is a national chain, a local competitor, or an independent pharmacist
stepping up to ownership, the same rules apply: be organized, be transparent, and control what you can
control.

Selling your pharmacy is not an end. It’s a transition - into a new phase of life for you, your family, and
your community. If you prepare well, you don’t just sell a business. You hand off a legacy.
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Appendix - Seller’s Toolkit

SELL YOUR PHARMACY

This toolkit condenses the key checklists from Part I into one place. Use it as a working guide: print it, fill

it in, or save it digitally and complete the fields as you prepare your pharmacy for sale.

1. Readiness Self-Assessment (Chapter 1)

Income Replacement Plan

How will you replace pharmacy income after a sale?
O Retirement savings O New job O Consulting O Other:

Lease Assignability

Is your lease assignable and at market rent?
O Yes O No - If no, explain:

Payor Mix Stability

Any major PBM/insurance concerns?
O Stable O At risk - Details:

Compliance

DEA, Board, inventory reconciliations up to date?
O Yes O Needs cleanup

2. Valuation Prep (Chapter 2)

EBITDA (last 3 years + T12):
Year1: $ | Year 2: $ | Year 3: $

Key Add-Backs:

Normalized Lease Cost: $

Matthew J. Hutera
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3. Cleanup Plan (Chapter 3)

Financial Hygiene
[0 CPA-reviewed books
[ Clear owner add-backs

Compliance Gaps Fixed:

Momentum Narrative (last 90-180 days):

4. Deal Structures 101 (Chapter 4)

Preferred Deal Type
[ Asset sale [J Stock sale O Not sure

Target Working Capital: $

Comfort with Holdback/Earn-out:

O Yes O No - Terms acceptable:

Entity Type:
O C-Corp O S-Corp O LLC

5. Preparing the Package (Chapter 5)

Day-0 Buyer Pack (ready within 24 hours):

3 years RX reports [ Ready

3 years financials [0 Ready

T12 results O Ready

Normalized EBITDA summary I Ready

Data Room Organized:

SELL YOUR PHARMACY

O Corporate records [0 Lease [0 PBM contracts [ DEA docs O HR roster O Insurance O Other:

6. Go-to-Market Plan (Chapter 6)

Process Type:

O Quiet (hand-picked buyers) [0 Broad (multiple offers)

Buyer Qualification Criteria (must-haves):

Matthew J. Hutera
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Offer Comparison Grid Completed: O Yes

7. Due Diligence (Chapter 7)
Diligence Tracker Created: O Yes

High-Risk Areas Addressed:
O Add-backs documented
O PBM assignment clauses reviewed
O DIR liability quantified
O Lease assignable/renewable
O Compliance docs ready

8. Financing (Chapter 8)
Deposit Collected: $

Buyer's Financing Verified:
[0 SBA O Conventional loan [0 Cash [ Other:

Proof of Funds Received: O Yes [0 No
Seller Note Agreed? O Yes - Terms: O No

9. Closing & Transition (Chapter 9)

Regulatory Filings:
[0 DEA transfer forms (222)
O Board of Pharmacy notice
O PBM/PSAQ notified

Staff Communication Script Drafted: O Yes
Patient Letter Prepared: O Yes

Transition Period Agreed:
Length: days | Duties:

10. Tax & Life After Sale (Chapter 10)
After-Tax Proceeds Modeled: $

Quarterly Estimates Scheduled: O Yes
Estate Planning Updated: I Yes [0 No

Matthew J. Hutera
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Lifestyle Plan Post-Sale:
[0 Retire O Work part-time O New venture [J Other:

Owner’s Signature Page

I've completed the Seller’s Toolkit and confirmed my pharmacy is prepared for market.
Signed: | Date:

Matthew J. Hutera
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Transition to Part Il - The Buyer's
Playbook

Now let’s flip the perspective. For every seller, there is a buyer - often a first-time owner who needs just
as much guidance.

Part II of this book is The Buyer’s Playbook. It covers how to identify the right opportunities, evaluate
them quickly, negotiate terms, secure financing, and take over operations without losing momentum. If
Part I was about creating a clean handoff, Part II is about catching the baton and running with it.

Whether you're a staff pharmacist dreaming of ownership, a multi-store operator looking to expand, or
an investor seeking to enter pharmacy, the next chapters will give you the same practical, step-by-step
approach - this time from the buyer’s seat.
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Chapter 11 - The Buy Box

If Part I was about getting a pharmacy ready to sell, Part IT is about learning how to buy one wisely. For
many first-time buyers, the challenge isn’t lack of opportunity - it’s lack of focus. They chase every listing,
call on every rumor, and burn time and energy on deals they’ll never close.

That’s where the concept of a Buy Box comes in. A Buy Box is simply a set of criteria that defines the kind
of pharmacy you want - and just as importantly, the kind you don’t. It’s your filter, your compass, and
your discipline. Without one, you risk analysis paralysis or worse - buying the wrong store.

Why a Buy Box Matters

Pharmacy is a fragmented market. Every store looks different on paper: location, payor mix, script count,
staffing, margins, lease terms, and seller expectations. If you try to evaluate every possible store, you’ll
drown in details.

A Buy Box helps you:

Focus: Spend time only on pharmacies that fit your goals.

Negotiate: Show brokers and sellers you're serious because you know what you want.
Decide: Say no quickly when a store doesn’t fit.

Scale: As you grow, refine your Buy Box so each acquisition makes the next one stronger.

Core Elements of a Buy Box

Every buyer’s Buy Box looks a little different, but here are the common dimensions:

Geography
How far are you willing to live or commute?
Are you open to relocating?

Do you prefer urban, suburban, or rural?

Size & Scripts
Minimum monthly script volume?
Preferred gross revenue range?

Is bigger always better, or do you want manageable scale for a first store?
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Business Model
Retail community vs. closed-door LTC vs. compounding.

Are you interested in specialty niches (HIV, infusion, fertility)?

Do you want delivery-heavy operations, or clinic-embedded models?

Financial Profile
Target EBITDA range.
Minimum gross margin percentage.

Will you consider turnarounds, or only profitable stores?

Payor Mix
How much Medicare/Medicaid is too much?
Are you comfortable with DIR fee exposure?

Do you want heavy PSAO dependence or direct PBM contracts?

Real Estate

Do you want to own the building or lease?

Are you willing to take over a long-term lease at above-market rent?

Seller Profile
Do you prefer absentee owners (clean break) or sellers willing to stay and transition?

Are you comfortable with family-owned dynamics?

Example: Two Buyers, Two Buy Boxes

Buyer A: Staff pharmacist in his hometown. Wants a single-store retail pharmacy, 200-300 scripts/day,
within 30 minutes of home. Prefers to lease real estate. Needs SBA financing. Avoids heavy Medicaid

exposure.

Buyer B: Independent owner with two LTC pharmacies. Wants a third LTC, ideally >$1M EBITDA,
within a 3-hour drive. Prefers to own the real estate. Open to private equity backing.

Same industry, two very different Buy Boxes. Their search, conversations, and offers will look completely
different.
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The Discipline of Saying No

The hardest part of buying isn’t saying yes - it’s saying no. Deals will come across your desk that look
tempting, but if they fall outside your Buy Box, you need to pass. A small compromise here and there
adds up to a big mistake later.

Sticking to your Buy Box doesn’t mean being rigid. It means knowing what matters most and refusing to
waste time on distractions.

Buyer’'s Takeaway

Your Buy Box is your guardrail. Define it early, refine it as you learn, and stick to it when brokers dangle
shiny but ill-fitting opportunities. The best buyers aren’t the ones who look at the most deals - they’re the
ones who look at the right deals.

Buyer’'s Buy Box Checklist
Before you start calling on listings, write down:

Geography:

Minimum Scripts/Revenue:

Preferred Model (retail, LTC, compounding, specialty):

EBITDA Range:

Payor Mix Tolerance (Medicare %, Medicaid %, commercial %):

Real Estate Preference (own vs lease):

Seller Involvement Preference:

Deal Breakers (what you absolutely won’t consider):

Keep this one-pager by your desk. Every time a new opportunity pops up, check it against your Buy Box.
If it doesn’t fit, don’t chase it.

Pro Tip: Share your Buy Box with brokers and lenders. It shows you're a serious buyer, saves everyone time,
and often gets you to the front of the line when the right store hits the market.
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Chapter 12 - Sourcing Deals

Once you know your Buy Box, the next question is obvious: where do | actually find pharmacies for sale?

Unlike houses, pharmacies don’t have a public MLS where every listing is visible. The market is
fragmented, relationships matter, and the best opportunities rarely sit out in the open for long. Serious
buyers need to be proactive.

Where Deals Come From

1. Brokers and Advisors

Specialty pharmacy brokers, M&A advisors, and consultants often control deal flow. They know which
owners are exploring exits and can package deals cleanly. Building relationships with brokers is essential
- even if it means taking their calls when you’re not yet ready.

2. Peer Networks

Other pharmacists are one of the richest sources of opportunities. Owners talk about succession
challenges, burnout, or consolidation pressures. Word-of-mouth deals are often less competitive and
may come with more flexible terms.

3. PSAOs and Wholesalers

PSAOs and wholesalers know when their members are under stress or thinking about selling. A
wholesaler rep who covers 100 stores in a region usually knows who’s struggling - and who’s ready to
exit.

4. Direct Outreach
Sometimes the best deals never hit the market. If you know a pharmacy that fits your Buy Box, a
respectful letter or phone call to the owner can open a conversation before brokers get involved.

5. Online Listings

PharmacyList.com is a pharmacy-specific listing marketplace connecting pharmacy owners and
prospective buyers. General business marketplaces may also carry pharmacy listings, and independent
mergers and acquisitions companies may list available opportunities on their own websites. Public
listings are one part of a sourcing strategy; availability, confidentiality practices, and buyer access vary by
source.

Building a Deal Funnel

Think of sourcing like a funnel. You need to see a lot of opportunities at the top to find the few that will fit
at the bottom. That means:

Consistency: Set aside time each week to reach out to brokers, wholesalers, and peers.
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Tracking: Maintain a simple spreadsheet of opportunities, contact dates, and notes.

Follow-up: Owners often move slowly. Deals can take months - or years - to mature. Stay top-of-mind
without being pushy.

Red Flags in Sourcing

Not every deal that crosses your desk is worth pursuing. Early red flags include:
Sellers who refuse to share RX reports or financials.

Unrealistic price expectations (“5x revenue” claims).

Expiring leases with no renewal option.

Heavy reliance on a single prescriber or contract.

Owners who won’t consider PBM or landlord assignment hurdles.

Spotting these early saves you time and money.

Buyer's Takeaway

Deals don’t just appear - they’re sourced. The buyers who succeed aren’t the ones waiting for perfect
listings. They’re the ones who network, build relationships, and create a steady funnel of opportunities.
The more disciplined your sourcing, the more likely you are to find a deal that fits your Buy Box and
closes on your terms.

Buyer’'s Deal Sourcing Checklist

Before you can evaluate, make sure you're sourcing consistently from:
Brokers/advisors (intro calls, email lists).

Peer networks (pharmacist friends, associations, LinkedIn).

PSAOs and wholesalers (rep relationships).

Direct outreach to owners that fit your Buy Box.

Online listing sources (PharmacyList.com, general business marketplaces, and websites operated by
independent mergers and acquisitions companies).
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And always:
O Track leads in a spreadsheet/CRM.
O Schedule weekly sourcing time.
O Flag red flags early.

Pro Tip: The best pharmacy deals are rarely advertised. Stay in front of brokers and reps even when you're not
actively buying - when the right store surfaces, you'll be the first call they make.
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Chapter 13 - Rapid Valuation & Offer
Strategy

Once you've sourced a deal, the clock starts ticking. Brokers and sellers don’t wait forever, and good
opportunities can slip away if you take too long to respond. That’s why every buyer needs a system for
rapid valuation - a way to size up a pharmacy in hours, not weeks, to decide whether it’s worth pursuing.

The goal isn't to do full diligence up front. It's to answer a simple question: Does this deal fit my Buy Box and
deserve an LOI?

The 80/20 of Pharmacy Valuation

Formal valuations can be complex, but 80% of deal screening boils down to four things:

EBITDA

Start with net income.
Add back owner salary, perks, one-time expenses, depreciation, and interest.

That’s your normalized EBITDA - the true earnings power of the store.

Multiples

Retail single-store: ~2-3x EBITDA.

Closed-door LTC: ~3-5.5x EBITDA.
Compounding: ~5-10x EBITDA (size-dependent).

Multi-unit: higher multiples, often deal-specific.

Payor Mix & DIR Exposure
Heavy Medicaid or a single PBM contract? Riskier.

Rising DIR fees? Adjust EBITDA downward.

Lease & Location
Is the lease assignable and long enough?
Is the location defensible against chain competition?

If those four pillars look solid, the deal is worth a closer look. If any crumble, move on.
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Quick Valuation Example

A seller presents a pharmacy with:

Net income: $350,000

Add-backs: $150,000 (owner salary, one-time IT spend)
Normalized EBITDA: $500,000

As a retail store, the typical multiple is 2.5x%.

Estimated value: $1.25M

If the seller is asking $2.5M, you can pass immediately. If they’re asking $1.3-1.5M, it’s worth pursuing.

Offer Strategy Basics

Once you decide the deal fits, the next step is crafting an LOT (Letter of Intent). The goal is to get
exclusivity without overcommitting.

Core elements of a smart LOI:

Price & Structure: State your offer (asset vs stock) and what’s included (inventory, WC).
Working Capital Language: Define a target and adjustment mechanism.

Exclusivity: Lock in 60-90 days where seller can’t shop the deal.

Milestones: Tie exclusivity to progress (financing, diligence, contract assignments).
Non-Compete: Outline scope and duration.

Timeline: Set clear expectations for diligence and closing.

Remember: an LOI is usually non-binding on price, but binding on confidentiality and exclusivity. Treat
it seriously - it sets the tone for the whole transaction.

Red Flags in Early Offers

Sellers who demand huge deposits before diligence.
Owners who refuse to grant exclusivity.

Unrealistic multiples (“4x on a single-store retail”).
No clarity on lease terms or PBM contracts.

If these show up early, tread carefully.
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Buyer’s Takeaway

A rapid valuation doesn’t need to be perfect - it just needs to be disciplined. In a competitive market,
speed is an advantage. But speed without structure is recklessness. Get good at quick math, know your
Buy Box, and put out clean, credible LOIs.

Buyer’s Rapid Valuation & Offer Checklist
Calculate normalized EBITDA (last 3 years + T12).

Apply the correct multiple for the model (retail, LTC, compounding).
Review payor mix (Medicare/Medicaid %, PBM risk).
Check lease assignability and term.

Compare ask vs. valuation - walk if gap is unbridgeable.
Draft LOI with:

Price & structure

Working capital target

Exclusivity period

Milestones & non-compete

Target closing timeline

Pro Tip: Don't haggle the first phone call. Get exclusivity with a fair LOI, then use diligence to refine terms.
The fastest buyers win deals not by overpaying - but by moving decisively.
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Chapter 14 - LOI Masterclass

The Letter of Intent (LOI) is the handshake that sets the rules of the game. It isn’t the final contract, but
it frames the deal and locks in exclusivity. A sloppy LOI can waste months; a disciplined LOI sets you up
for a clean close.

For buyers, the goal is simple: secure exclusivity quickly, without overcommitting.

What an LOl Is (and Isn’t)

Is: A roadmap. It lays out the proposed purchase price, deal structure, and major terms. It binds both
parties to confidentiality and exclusivity for a period of time.

Isn’t: The final word. Most terms are non-binding until the Asset Purchase Agreement (APA) or Stock
Purchase Agreement (SPA) is signed.

Think of it as your “ticket into diligence.”
Core Elements of a Strong LOI

Price & Structure
State your offer clearly: asset or stock purchase, and whether inventory/real estate are included.

Note any working capital assumptions.

Working Capital Language
Define a target working capital level.

Outline a true-up process at closing (to prevent last-minute disputes).

Exclusivity
Request 60-90 days where the seller agrees not to shop the deal.

Tie exclusivity to progress (financing application, diligence milestones).

Non-Compete
Define geographic scope (e.g., 15 miles).

Define duration (commonly 3-5 years).
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Transition Plan

Specify whether the seller will stay on post-closing (consulting or PIC support).

Timeline

Lay out target dates: diligence start, financing approval, closing date.

Deposits

Propose a good faith deposit (often 5-10%), refundable only if financing/regulatory approvals fail.

Negotiating the LOI
The LOI is your chance to set tone and expectations. Some negotiation tactics include:

Be clear on structure, flexible on price: Sellers often fixate on price. Focus instead on terms like working
capital, escrow, or transition.

Anchor on certainty: Emphasize your lender relationships and track record to make your offer stand out.

Limit scope creep: Don’t overpromise. Keep the LOI clean - detailed enough to guide, not so detailed it
creates traps.

Red Flags in LOIs

Sellers refusing exclusivity.

Requests for massive non-refundable deposits.
Overly vague terms (e.g., “price TBD after diligence”).
No mention of non-compete.

Timelines stretching indefinitely.

If these appear, you may be setting yourself up for wasted time.

Buyer’'s Takeaway

A Letter of Intent is your first real commitment in a deal. Done right, it wins you exclusivity and builds
seller trust. Done wrong, it drags you into endless negotiations without protection. Keep it clear, fair, and
structured - and always remember it’s a tool to advance the process, not the final word.

Buyer’s LOI Checklist

Before you send an LOI, confirm it includes:
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Price & deal structure (asset vs stock, inventory, real estate).
Working capital target and adjustment method.

Exclusivity period (60-90 days) tied to milestones.
Non-compete terms (scope & duration).

Transition plan (seller consulting/PIC support).

Timeline for diligence and closing.

Deposit terms (amount, refund triggers).

Pro Tip: LOIs don't close deals - but they set tone. The cleanest LOIs, with clear timelines and fair terms,
almost always lead to smoother negotiations and less “re-trading” later.
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Chapter 15 - Financing the Purchase

Financing update: Confirm the current SBA procedures and lender requirements. Standby terms, eligible
seller financing, equity injection, and approval timing depend on the transaction. See the source links and
publication notes at the end.

For most buyers, the hardest part of pharmacy ownership isn’t finding a deal - it’s finding the money.
Pharmacies are capital-intensive businesses with regulatory complexity, inventory costs, and
reimbursement lag. Lenders know this, which means financing is both essential and often the biggest
hurdle to closing.

The good news: hundreds of pharmacy deals close each year with bank financing, SBA loans, and creative
capital stacks. The key is knowing how to prepare, how to talk to lenders, and how to align financing with
the deal structure.

The Capital Stack
Every pharmacy acquisition is funded by some mix of:

Buyer Equity (Cash Down) - Typically 10-20% of the purchase price. Lenders want to see buyers have
“skin in the game.”

Senior Debt (Bank Loan or SBA Loan) - Covers the bulk of the deal, usually 70-80%.

Seller Financing (Note) - The seller agrees to carry part of the purchase price, often 5-15%. SBA limits
how this can be structured.

Other Sources - Friends/family equity, private investors, or minority partners. Less common, but
possible.

SBA: The Workhorse of Pharmacy Deals

The SBA 7(a) loan program is the backbone of most independent pharmacy acquisitions. It allows banks
to lend more aggressively because the government guarantees a portion of the loan.

What you need to know as a buyer:

Cash Down: Confirm the required equity injection with the lender under the SBA procedures in effect for
the transaction, including how total project costs are calculated.

Use of Proceeds: Can fund goodwill, inventory, equipment, and working capital.

Seller Notes: Confirm eligibility, standby period, subordination, and payment restrictions with the lender
under the current SBA procedures; do not assume a two-year standby period is sufficient.
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Underwriting Timeline: Expect 60-90 days for full approval, including appraisals and diligence.

Paperwork: SBA is documentation-heavy. Be ready to produce tax returns, resumes, licenses,
projections, and a business plan.

What Lenders Look For
Pharmacy lenders (whether SBA or conventional) evaluate:

Cash Flow Coverage - Can EBITDA comfortably cover loan payments (DSCR > 1.25x)?
Buyer Experience - Does the buyer have pharmacy/management experience? If not, will they keep the PIC?

Collateral - SBA loans are cash flow loans, but lenders still look at real estate, equipment, and inventory.

Credit & Liquidity - Strong personal credit (= 680) and some personal liquidity for emergencies.

Common Financing Pitfalls

Unrealistic Projections: Banks discount “hockey stick” growth projections.
DIR Fee Surprises: Unaccounted-for clawbacks spook lenders.

Weak Lease Terms: If your lease is short or overpriced, lenders see risk.

Under-capitalization: Buyers who bring only the bare minimum cash leave no cushion.

Creative Structures
Sometimes deals need creativity:
Split Financing: Two banks split the loan risk.

Seller Note as Equity Injection: A seller note may qualify only if it meets the current SBA and lender
requirements. Obtain written confirmation of the allowable amount and standby terms.

Real Estate Loan + Business Loan: Separate loans for building vs. operations.

Earn-Outs: Less common in SBA but possible in corporate/private equity deals.

Buyer’'s Takeaway

Financing isn’t about the cheapest rate - it’s about certainty and speed. Sellers value buyers who show up
with a pre-approved lender and a clear path to funding. Start banking relationships before you find the
right deal. The buyer who has financing ready almost always beats the buyer still scrambling for a term
sheet.
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Buyer’s Financing Checklist
Before you submit an LOI, confirm:

Do | have at least 10-20% cash down available?

Have | spoken to an SBA or pharmacy-specific lender?

Do | understand the seller note limitations under SBA rules?

Is my personal credit score and liquidity strong enough for underwriting?
Do | have a draft business plan and projections ready?

Have | reviewed the deal’s DSCR (Debt Service Coverage Ratio)?

Is the lease assignable and acceptable to the lender?

Do | have a backup lender if the first choice stalls?

Pro Tip: Start your lender conversations before you find a deal. Pre-vetted buyers with financing relationships
already in place move faster, win exclusivity more often, and close with less drama.
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Chapter 16 - Diligence Deep Dive
(Buyer’s Playbook)

Once your LOI is signed and financing is lined up, diligence begins. For buyers, this is where the real
work happens. You're about to spend six or seven figures on a pharmacy - diligence is your insurance
policy that what you think you're buying is what you're actually getting.

Unlike sellers (who focus on speed and confidentiality), buyers need to be relentless but also smart about
how they stage requests. Too much too soon, and you risk alienating the seller. Too little too late, and you
risk missing critical red flags.

The Purpose of Buyer’s Diligence
Buyer diligence has three main goals:

Verify Financials - Are revenue, margins, and EBITDA real and sustainable?
Assess Operations - Will the business transition smoothly under new ownership?

Surface Liabilities - Compliance, DIR fees, PBM contracts, leases, and legal exposures.

Financial Diligence

Prescription Reports: Last 36 months, broken down monthly. Look for stability, prescriber
concentration, and patient retention.

Financials: Last 3 years + trailing twelve months (T12). Verify add-backs with invoices, canceled checks,
or CPA notes.

DIR Fees: Quantify trailing liabilities. Ask how much was clawed back in the last 12 months and how it’s
trending.

Margins: Compare generic vs. brand mix. Thin margins may be unrecoverable.

Operational Diligence
Lease: Is it assignable? How long is left? Is rent at market rate?

Staffing: Review payroll, roles, tenure, and any retention risks. Confirm if the PIC will stay post-closing.
Vendors: Wholesaler contracts, delivery systems, automation equipment leases.

Inventory: Confirm systems match physical counts. Watch for slow-movers and expirations.
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Regulatory & Payor Diligence
DEA: Review recent inspections, inventory reconciliations, and any warning letters.
Board of Pharmacy: Ask for copies of recent audits, deficiency letters, and responses.

PBM Contracts: Are they assignable? Are there “change of ownership” (CHOW) hurdles?

PSAO Agreements: Confirm ongoing participation and fees.

Medicare/Medicaid: Check enrollment status and confirm no active audits or sanctions.

Legal & Risk Diligence
Corporate Docs: Articles, bylaws/operating agreement, resolutions.

Litigation: Any pending lawsuits, labor disputes, or contract defaults?

Insurance: Liability, malpractice, property - current and claims history.

Licenses: All active, up to date, and transferable.

Cadence & Staging

Don’t dump a 200-item diligence list on the seller day one. Stage it:

Phase 1 (Financials & RX) - Verify earnings power quickly.

Phase 2 (Operations & Contracts) - Move into leases, PBM/PSAO, and compliance.
Phase 3 (Legal & HR) - Deeper review once financing is underway.

This keeps trust intact and prevents deal fatigue.

Buyer's Takeaway

Diligence is not just a checklist - it’s a negotiation tool. Buyers who uncover risks can use them to adjust
price, structure, or terms. But diligence also builds trust: the more organized and respectful you are, the
smoother the seller will cooperate.

Remember: no surprises, no shortcuts. If you don’t ask, you own the risk.
Buyer’s Diligence Checklist

Financials
3 years financial statements + T12.

RX reports (36 months).
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DIR fee history and exposure quantified.

Add-backs documented.

Operations

Lease assignability and terms.
Payroll roster and HR files.
Vendor/wholesaler contracts.

Inventory systems vs. physical counts.

Regulatory & Payor

DEA inspection reports and inventory logs.
Board of Pharmacy correspondence.
PBM/PSAO contracts and CHOW requirements.

Medicare/Medicaid enrollment and audits.

Legal & Risk

Corporate documents (articles, operating agreement).
Active litigation or disputes.

Insurance coverage and claims.

All licenses active and transferable.

Process Management

Diligence tracker created.
Requests staged into phases.
Weekly update cadence with seller.

Pro Tip: Don't try to “catch the seller in a lie." The goal is to build clarity, not hostility. Frame diligence as
protecting both sides - it keeps financing smooth and reduces re-trades later.
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Chapter 17 - Regulatory & Payor
Navigation

Reimbursement note: For Medicare Part D, pharmacy price concessions have been reflected at the point of
sale since January 1, 2024. Historical DIR language in this guide must be interpreted alongside current
contracts, audit exposure, and reimbursement rules. See the CMS source at the end.

Pharmacies aren’t just small businesses - they’re highly regulated healthcare providers. For buyers, the
trickiest part of closing isn’t always financing or valuation - it’s making sure that DEA, Board of
Pharmacy, and PBMs recognize and approve the new ownership.

This part of the process is called CHOW (Change of Ownership), and mishandling it can kill deals even
after months of negotiation.

DEA (Drug Enforcement Administration)
The DEA regulates controlled substances, and ownership changes require precision:

Registration Transfer: You can’t simply “inherit” the seller’s DEA number. A new registration must be
applied for, and controlled substances inventory must be transferred.

Form 222: Needed for transferring Schedule II inventory at closing.

Records: Buyers inherit responsibility for inventory and dispensing logs. Review them during diligence.

State Board of Pharmacy

Each state has its own process for pharmacy ownership changes. Common requirements include:
Filing a CHOW application 30-90 days before closing.

Approvals for new officers, directors, or members.

Sometimes requiring a new pharmacy license number.

Fees and inspection prior to approval.

Timelines vary dramatically by state - some approve in weeks, others in months. If you’re not careful,
your financing timeline and Board approval timeline can collide.

PBMs (Pharmacy Benefit Managers)

PBM contracts are often the most critical (and most fragile) part of the transition. Key questions:
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Are contracts assignable? Some require consent; others terminate automatically on ownership change.
What'’s the process? Some PBMs require updated ownership documents, others full re-credentialing.
Timing risk: PBM approvals can lag 30-120 days, during which reimbursement flow may be interrupted.

PSAOs (Pharmacy Services Administrative Organizations) can help by smoothing re-credentialing, but
buyers must drive the process.

Medicare & Medicaid

Don’t overlook government payors. Buyers need to:

File CHOW forms with CMS for Medicare Part D.

Update Medicaid enrollment in each state where services are billed.

Confirm there are no pending audits or overpayment demands.

Common Pitfalls

Assuming PBM contracts “automatically transfer.” They often don’t.
Waiting until after closing to start DEA or Board filings. Too late.
Overlooking Medicare/Medicaid re-enrollment deadlines.

Not budgeting for delays - one stalled PBM approval can starve cash flow.

Buyer's Takeaway

Regulatory and payor approvals are the invisible gatekeepers of pharmacy deals. You can’t close a deal
successfully unless these boxes are checked. The earlier you start, the smoother your transition will be.

Buyer’'s Regulatory & Payor Checklist

DEA
New DEA registration applied for.
Form 222 prepared for Schedule II transfer.

Controlled substances records reviewed.

Board of Pharmacy
CHOW application filed.
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All officers/members disclosed and approved.

Inspection scheduled if required.

PBMs
All contracts reviewed for assignability.
Credentialing or re-credentialing initiated.

PSAO engaged if applicable.

Medicare/Medicaid
CHOW filed with CMS.
State Medicaid enrollment updated.

Confirm no pending audits/recoupments.

Timing

Regulatory and payor timelines mapped against financing timeline.

Contingency plan for delayed approvals.

SELL YOUR PHARMACY

Pro Tip: PBM approvals kill more deals than financing. Get copies of PBM contracts early, confirm assignment

language, and start credentialing the minute your LOI is signed.
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Chapter 18 - Closing Day Operations

Closing day in a pharmacy acquisition isn’t just about wire transfers and signatures. It’s a live handoff of
a regulated healthcare business. Patients still need their prescriptions, staff still expect payroll,
wholesalers still expect orders, and regulators still expect compliance.

Handled well, closing day is seamless - patients hardly notice. Handled poorly, it creates chaos that
damages trust and momentum.

The Mechanics of Closing

On closing day, three things happen simultaneously:

Funds Flow
Buyer’s lender wires money into escrow.

Escrow agent disburses funds: seller payoff, liens, inventory, net proceeds.

Document Execution

Asset Purchase Agreement (APA) or Stock Purchase Agreement (SPA).
Lease assignment or real estate closing.
Non-compete agreements.

Transition or consulting agreements.

Inventory Transfer
Physical or system-generated count of inventory.
Final adjustments to purchase price.

DEA Form 222 used for Schedule II transfers.

Pharmacy-Specific Cutovers

Unlike other small businesses, pharmacies have additional “live” cutovers on closing day:
DEA & Controlled Substances: Inventory logs signed, C-1I transfers documented with Form 222.
Board of Pharmacy: Notify board of change of ownership (if not already filed).

PBMs & PSAOs: Submit ownership change forms; update EFT banking info.
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Wholesalers: Update DEA/Board licenses so orders continue uninterrupted.

Insurance: Buyer must have liability coverage in place as of 12:01 a.m.

Staff & Patient Communication

Closing day is also about optics:

Staff: Gather team before doors open. Introduce buyer, reassure continuity, explain transition plan.
Patients: Post a letter in-store, mail postcards, and update phone messaging. Stress continuity of service.

Prescribers: Buyer and seller should jointly call or visit key prescribers to reassure them.

Common Closing Day Pitfalls

Delayed funds wiring due to bank cutoffs.

Inventory counts dragging into late night.

PBM EFTs not updated - reimbursements sent to seller’s account.
Staff blindsided by last-minute announcements.

Patients learning about the sale from gossip, not from you.

Buyer's Takeaway

Closing day isn’t a finish line - it’s a relay handoff. The goal is for patients, staff, and prescribers to feel
nothing but continuity. If they see chaos, they’ll lose confidence. If they see smooth professionalism,
you’ll earn trust from day one.

Buyer’s Closing Day Checklist

Funds Flow

Escrow confirmed.
Liens/UCCs paid off.

Inventory purchase reconciled.

Documents
APA/SPA signed.

Lease assignment or deed recorded.
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Non-compete executed.

Transition agreement signed.

Regulatory
DEA Form 222 completed for C-II transfer.
Controlled substances log signed.

Board notified/filings confirmed.

Payors & Vendors
PBM/PSAO EFT info updated.
Wholesaler accounts switched to buyer.

Insurance policies bound.

Staff & Patients

Team meeting held before doors open.
Patient letter posted and mailed.
Prescriber outreach started.

Pro Tip: Treat closing day like a grand opening - overstaff, overcommunicate, and overprepare. The smoother
the handoff, the stronger your foundation for the first 100 days.
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Chapter 19 - The First 100 Days Plan

The ink is dry, the wires have cleared, and the keys are in your hand. Now comes the most critical stretch
of pharmacy ownership: your first 100 days.

What you do in this period sets the tone for staff, patients, prescribers, wholesalers, and payors. Buyers
who move too fast risk breaking trust. Buyers who move too slow risk losing momentum. The balance is
stability first, improvements later.

Why the First 100 Days Matter

Staff Confidence: Employees decide quickly whether they want to stay.
Patient Retention: Even small disruptions can push patients to competitors.
Prescriber Trust: Referral patterns can shift if providers sense uncertainty.
Lender & Seller Perception: Both are watching to see if the transition is stable.

Get these right, and you buy time to implement changes later. Get them wrong, and you’'ll be fighting
fires from day one.

Priorities for the First 30 Days

Visibility: Be present in the store daily. Introduce yourself to patients and prescribers.
Continuity: Keep staff roles, hours, and workflows the same. Don’t reorganize yet.
Communication: Hold weekly staff huddles. Send a joint letter with the seller to patients.
Cash Flow: Monitor reimbursements closely to confirm PBM EFT updates worked.

Compliance: Double-check DEA and Board filings to avoid lapses.

Days 31-60: Stabilize & Observe

Staffing: Identify top performers and potential retention risks.

Operations: Shadow daily workflows, look for inefficiencies, but resist immediate changes.
Vendors: Strengthen wholesaler relationship, evaluate terms.

Financials: Compare actual results against pro forma. Adjust projections.
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Days 61-100: Early Wins

Retention Bonuses: Lock in key staff.

Prescriber Outreach: Personally visit top 10 prescribers. Share your vision.

Patient Engagement: Launch a small loyalty initiative (e.g., delivery expansion, med sync program).
Back Office: Begin tightening accounting, reporting, and inventory systems.

Strategic Planning: Draft your first-year improvement plan, but don’t roll it out until the dust settles.

Buyer's Takeaway

The first 100 days aren’t about reinventing the pharmacy - they’re about proving you can run it without
disruption. Stability earns you trust. Once you have that, you can start layering in improvements.

Buyer’s First 100 Days Checklist

Staff

Daily presence first month.
Weekly staff huddles.

Retention plan/bonuses in place.

Patients
Joint letter sent with seller.
Store signage updated.

Zero service disruptions.

Prescribers
Top 10 visited personally.

Referral relationships maintained.

Financials & Ops
PBM EFT deposits confirmed.
Monthly reporting compared to projections.

Vendor/wholesaler terms reviewed.
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Compliance
DEA, Board, PBM filings re-checked.

Inventory reconciled.

Pro Tip: Change nothing in the first 30 days except your visibility. Staff and patients want reassurance, not
reinvention. Earn their trust first - improvements can wait.
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Chapter 20 - Scaling to Multi-Unit

Owning one pharmacy is a job. Owning two or more is a business. Scaling to multi-unit is where
independent owners move from operator to enterprise builder - but it comes with a new set of risks and
responsibilities.

The key is readiness. Many first-time owners make the mistake of buying a second store before the first
one can stand on its own. Without systems, leadership, and capital in place, growth turns into chaos.

Why Multi-Unit?

Economies of Scale: Centralized purchasing, shared staff, bulk inventory.

Negotiating Power: Better terms with wholesalers, PBMs, and vendors.

Risk Diversification: One store stumbles, another may offset.

Equity Building: Multi-unit portfolios are attractive to private equity and strategic buyers.

But the upside only comes if you manage the complexity.

The New Challenges of Multi-Unit

Leadership Bench

One pharmacist can’t be PIC everywhere. You need strong, trusted managers.

Systems & Reporting
Centralized accounting, payroll, and KPI dashboards.

Standardized workflows across stores.

Capital & Financing
Lenders want to see success in Store #1 before funding Store #2.

DSCR must remain strong even with multiple debt loads.

Culture & Retention
Growth creates opportunity but can also breed resentment if staff feel ignored.

Consistency in culture is harder across multiple sites.
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Geography
Stores too far apart dilute management focus.

Stores too close together risk cannibalization.

Scaling Strategies

Cluster Strategy: Buy within 30-60 miles, create regional efficiency.

Specialization Strategy: Own one retail, one LTC, one compounding - diversify services.

Roll-Up Strategy: Acquire multiple similar stores to create a platform attractive to PE or strategic buyers.

Each strategy demands different capital and leadership readiness.

Buyer’s Takeaway

Scaling isn’t just about buying more pharmacies - it’s about building infrastructure that makes them
work together. Until Store #1 runs without you, you’re not ready for Store #2.

Buyer’'s Multi-Unit Scaling Checklist

Leadership

Strong PIC in each store.

Regional manager or lead tech bench identified.

Systems
Centralized accounting and payroll.
KPI dashboard covering all locations.

Standardized SOPs across stores.

Financing
Lender pre-approval for multi-unit expansion.

Strong DSCR with stress test on debt loads.

Culture

Clear communication strategy across stores.
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Staff retention plan with opportunities for advancement.

Geography
Stores clustered for management efficiency.

No cannibalization risk.

Exit Strategy

Defined: long-term hold, PE roll-up, or strategic sale.

Pro Tip: Don't chase scale for ego. The second store should strengthen, not strain, your business. Multi-unit
only works when you have systems, leadership, and capital in place to absorb growth.

Closing Out Part Il - The Buyer’s Playbook
You’ve now walked through the entire lifecycle of buying a pharmacy:

Chapters 11-13 gave you the framework to define your Buy Box, source deals, and value opportunities
quickly.

Chapters 14-15 showed you how to move from interest to commitment with clean LOIs and financing
certainty.

Chapters 16-18 walked you through diligence, regulatory navigation, and the mechanics of closing day.
Chapters 19-20 prepared you for the first 100 days of ownership and the path to multi-unit growth.

The common thread across these chapters is simple: disciplined buyers win better deals. By being
prepared, organized, and decisive, you not only outcompete other buyers - you also build trust with
sellers, lenders, and payors.

The Buyer’s Playbook isn’t about chasing every opportunity. It’s about knowing what fits, moving quickly
when it does, and building systems that allow you to thrive once you own the store.
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Appendix - Buyer’s Toolkit

This toolkit condenses the key checklists from Part IT into one place. Use it as a working guide: print it,
fill it in, or complete digitally alongside the Excel/Word tools provided.

1. The Buy Box (Chapter 11)

Define your criteria before you chase deals:

Geography:

Minimum Scripts/Revenue:

Preferred Model (retail, LTC, compounding, specialty):

EBITDA Range:

Payor Mix Tolerance:

Real Estate Preference (own vs lease):

Seller Involvement Preference:

Deal Breakers:

Pro Tip: Share your Buy Box with brokers and lenders to get to the front of the line when the right store
surfaces.

2. Deal Sourcing (Chapter 12)

Your sourcing funnel should include:
O Broker/advisor calls and email lists
O Peer networks (pharmacists, associations, LinkedIn)
O PSAOs and wholesalers (rep relationships)
O Direct outreach to owners that fit your Buy Box
O Online listings (PharmacyList.com, general business marketplaces, and websites operated by
independent mergers and acquisitions companies)

Pro Tip: The best pharmacy deals are rarely advertised. Stay visible with brokers and reps year-round.
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3. Rapid Valuation & Offer (Chapter 13)

Quick valuation steps:

Normalize EBITDA (add-backs + net income).

Apply appropriate multiple (retail, LTC, compounding).

Check payor mix red flags.

Review lease assignability/terms.

Compare valuation vs seller ask.

Draft LOI if aligned.

Pro Tip: Move quickly with a fair LOI to win exclusivity. You can refine during diligence.

Use the checklist in this section as a printable planning aid. Separate spreadsheet or document files are
not included in this PDF.

4. LOI Masterclass (Chapter 14)

Every LOI should include:

Price & deal structure (asset vs stock, inventory, real estate)

Working capital language

Exclusivity period (60-90 days)

Non-compete terms (scope & duration)

Transition plan (consulting, PIC support)

Timeline for diligence & closing

Deposit terms

Pro Tip: A clean LOI sets tone. Fair terms + clear timelines = smoother negotiations.

Use the checklist in this section as a printable planning aid. Separate spreadsheet or document files are
not included in this PDF.

5. Financing the Purchase (Chapter 15)
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Lender readiness:
O 10-20% equity/cash down available
O SBA or pharmacy-specific lender engaged
[0 DSCR calculated and acceptable
O Seller note structured within SBA rules
O Draft business plan & projections prepared
O Lease acceptable to lender
O Backup lender identified

Pro Tip: Pre-vetted buyers with lender relationships close faster and win better deals.

Use the checklist in this section as a printable planning aid. Separate spreadsheet or document files are
not included in this PDF.

6. Diligence Deep Dive (Chapter 16)

Stage requests into phases:

Financial
O RX reports (36 months)
O 3 years financials + T12
O DIR fee history quantified
O Add-backs documented

Operations
O Lease terms & assignability
O Payroll roster/HR files
O Vendor contracts
O Inventory reconciliation

Regulatory
O DEA & Board inspections
[0 PBM/PSAOQ contracts
0 Medicare/Medicaid enrollment

Legal
O Corporate docs
O Litigation history
O Insurance coverage

Pro Tip: Diligence is a trust-builder. Stage requests, keep cadence, and frame it as protection for both sides.

Use the checklist in this section as a printable planning aid. Separate spreadsheet or document files are
not included in this PDF.
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7. Regulatory & Payor Navigation (Chapter 17)

CHOW essentials:
O DEA new registration & Form 222 for C-II transfer
O Board CHOW application filed
O PBM contracts reviewed & credentialing started
O PSAO engaged
O Medicare CHOW filed
O Medicaid enrollment updated

Pro Tip: PBM approvals kill more deals than financing. Get copies of contracts early and start credentialing
fast.

Use the checklist in this section as a printable planning aid. Separate spreadsheet or document files are
not included in this PDF.

8. Closing Day Operations (Chapter 18)

O Escrow confirmed, liens/UCCs cleared
O APA/SPA signed, lease/deed executed, non-compete signed
O DEA Form 222 and CS logs completed
O PBM/PSAO EFT info updated
O Wholesaler accounts switched
O Insurance bound
O Staff meeting held before doors open
O Patient communication posted/mailed
O Prescriber outreach started

Pro Tip: Treat closing day like a grand opening - overstaff, overcommunicate, and overprepare.

9. First 100 Days Plan (Chapter 19)

First 30 Days
O Be visible daily
O Weekly staff huddles
O Patient joint letter mailed
O Confirm PBM EFT deposits
O Double-check compliance filings

Days 31-60
O Stabilize staff, identify risks
O Review vendor terms
O Compare results vs projections
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Days 61-100
O Retention bonuses rolled out
O Prescriber visits completed
O Early patient engagement initiative
O Draft 1-year improvement plan

Pro Tip: Change nothing but your visibility in the first 30 days. Earn trust first, then improve.

Use the checklist in this section as a printable planning aid. Separate spreadsheet or document files are
not included in this PDF.

10. Scaling to Multi-Unit (Chapter 20)

O PIC in each store
[0 Regional manager/lead tech bench
O Centralized accounting & payroll
O KPI dashboard for all stores
O SOPs standardized
[0 DSCR strong under stress test
O Multi-store lender capacity confirmed
O Communication & retention plan across locations
O Clear exit strategy defined

Pro Tip: Don't buy Store #2 until Store #1 can run without you.

Buyer’s Signature Page

I've completed the Buyer’s Toolkit and confirmed I'm prepared to pursue pharmacy ownership with
clarity and discipline.

Signed: | Date:

Transition to Part lll - Tools, Templates, and Checklists

With both the Seller’s and Buyer’s Playbooks complete, the next section of this book moves into Part III:
Tools, Templates, and Checklists.

This is where you’ll find all the practical resources in one place:
Seller’s Toolkit (Ch. 1-10 checklists)
Buyer’s Toolkit (Ch. 11-20 checklists)

Printable worksheets (valuation, sourcing tracker, 100-day planner, etc.)
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Clause libraries and templates for LOIs, diligence, and closing documents

Part 11T is designed as a working library - something you can open on your laptop or print out when
you're preparing for a real deal. Whether you're a seller getting ready to exit or a buyer pursuing your
first pharmacy, these tools are built to save you time, reduce mistakes, and keep you focused on what

matters most.
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Part lll - Tools, Templates, and
Checklists

The first two parts of this book gave you the frameworks - the playbooks for selling and buying. Now it’s
time to put those frameworks into action.

Part III is designed as your working library. It pulls together the most important checklists, templates,
and worksheets into one place so you don’t have to hunt through chapters. Whether you're preparing to
sell, evaluating a pharmacy to buy, or drafting your first LOI, you’ll find the tools here to guide you.

This section is organized into three categories:

Seller’s Toolkit - Practical checklists and printable templates to prepare your pharmacy for market,
package it for buyers, and move confidently through closing.

Buyer’s Toolkit - Worksheets and trackers to define your Buy Box, source deals, run valuations, and
execute clean closings.

Clause Library & Templates - Commonly used contract terms and sample language for LOIs, APAs,
diligence requests, and more.

How to Use This Section
As a workbook: Print the checklists and fill in answers as you prepare your own transaction.

As areference: Flip to the template you need when a broker asks for an LOI, a lender asks for DSCR, or a
buyer asks for your Day-o0 pack.

As a teaching tool: If you're mentoring staff or a junior partner, use these tools to show them the
structure behind real-world deals.

These tools won’t replace your attorney, CPA, or lender. But they will give you the confidence to speak
their language, stay organized, and push deals forward without unnecessary delays.

Section Layout

Seller’s Toolkit (Part | companion)
Readiness Self-Assessment (Ch. 1)
Valuation Prep Grid (Ch. 2)

Cleanup Plan (Ch. 3)
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Deal Structure Checklist (Ch. 4)
Packaging Checklist (Ch. 5)
Go-to-Market Checklist (Ch. 6)
Diligence Checklist (Ch. 7)

Financing Checklist (Ch. 8)

Closing & Transition Checklist (Ch. 9)
Tax & Life After Sale Checklist (Ch. 10)

Buyer’s Toolkit (Part Il companion)
Buy Box Worksheet (Ch. 11)

Deal Sourcing Tracker (Ch. 12)

Rapid Valuation Worksheet (Ch. 13)

LOI Template (Ch. 14)

Financing Worksheet (Ch. 15)

Diligence Tracker (Ch. 16)

Regulatory & Payor Tracker (Ch. 17)

Closing Day Playbook (Ch. 18)

First 100 Days Planner (Ch. 19)

Multi-Unit Scaling Checklist (Ch. 20)

Clause Library & Templates

LOI Clauses: exclusivity, working capital, non-compete, deposits.

SELL YOUR PHARMACY

APA/SPA Sample Language: purchase price allocation, indemnification, transition services.

Diligence Request List: financials, RX, compliance, HR, regulatory.

Closing Docs: staff communication letters, patient announcement template, prescriber introduction

script.
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Clause Library & Templates

The final section of Part 111 is the Clause Library - a collection of commonly used terms, sample language,
and templates that appear in nearly every pharmacy transaction.

This is not a substitute for your attorney. Every deal is unique, and state law, lender requirements, and
PBM contracts can all alter what’s “standard.” But this library gives you a practical head start. It helps
you understand what clauses mean, why they matter, and how to negotiate them.

How to Use This Library

As a translator: Legalese can feel intimidating. These examples show what clauses actually say in plain
English.

As a checklist: Before you sign an LOI or APA, confirm the key terms are covered.
As a negotiation aid: Knowing the “standard” language helps you push back on unreasonable asks.

As a drafting tool: If your broker or consultant needs to prepare a draft, these templates can serve as a
starting point.

What's Inside

LOI Clauses

Price & structure
Working capital
Exclusivity & deposits
Non-compete terms

Transition services

APA / SPA Clauses

Purchase price allocation (tax treatment)
Indemnification (what happens if something goes wrong)
Representations & warranties

Transition services agreements
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Diligence Requests

Financial, RX, compliance, HR, and regulatory items (ready-to-use request list).

Closing Communication Templates
Staff announcement script

Patient letter template

Prescriber introduction script

Disclaimer: These clauses are provided for educational purposes only. They are not legal advice. Always
have final versions reviewed by a qualified attorney licensed in your state.

Matthew J. Hutera 94



PHARMACYLIST.COM SELL YOUR PHARMACY

Clause Library: LOI Clauses

The Letter of Intent (LOI) is often the first written agreement between buyer and seller. While usually
non-binding on price and structure, certain sections are binding (confidentiality, exclusivity, deposits).
Getting the language right sets the tone for the deal.

Below are standard LOI clauses with sample text and a plain-English explanation.
1. Purchase Price & Structure

Sample Clause

Buyer proposes to purchase substantially all of the assets of Seller’s pharmacy business, including
goodwill, inventory, furniture, fixtures, equipment, and intangibles, for a purchase price of $1,500,000,
subject to customary working capital adjustments.

Plain English
States what is being bought (assets vs stock).
Includes inventory, real estate (if applicable), and goodwill.

Price is usually subject to adjustment later based on working capital or inventory.

2. Working Capital

Sample Clause

The purchase price assumes a normalized level of working capital of $250,000 at closing. Any variance
will result in a dollar-for-dollar adjustment to the purchase price.

Plain English
Ensures the buyer gets a pharmacy with enough cash, receivables, and inventory to operate.

Prevents sellers from stripping the business bare before closing.
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3. Exclusivity

Sample Clause

Upon execution of this LOI, Seller agrees not to solicit, negotiate, or enter into discussions with any other
party regarding the sale of the pharmacy for a period of 9o days, provided Buyer continues to proceed in
good faith.

Plain English
Locks up the deal so the seller can’t shop it around.
Usually 60-90 days.

Can be tied to milestones (financing application, diligence completion).

4. Deposit / Good Faith Money

Sample Clause

Within five (5) business days of executing this LOI, Buyer shall deposit $50,000 into an escrow account
as a good faith deposit. Such deposit shall be credited to the purchase price at closing and is refundable
only if financing or regulatory approvals are not obtained.

Plain English
Shows the buyer is serious.
Typically 5-10% of purchase price.

Refundable only if deal fails for reasons outside buyer’s control.
5. Non-Compete

Sample Clause

As a condition to closing, Seller agrees to enter into a non-compete agreement prohibiting Seller from
owning, managing, or operating a pharmacy within a 15-mile radius of the business for a period of five
(5) years following closing.

Plain English

Protects the buyer from the seller opening across the street.

Matthew J. Hutera 96



PHARMACYLIST.COM SELL YOUR PHARMACY

Common terms: 10-20 miles, 3-5 years.

Tailored to geography and market density.
6. Transition Services

Sample Clause

Seller agrees to remain available for up to 60 days post-closing to assist Buyer with transition, including
introductions to prescribers, staff training, and vendor relationships, under terms to be negotiated in the
definitive agreement.

Plain English
Keeps seller around to smooth the handoff.

Can be structured as a consulting agreement, employment contract, or informal support.

7. Confidentiality

Sample Clause

Buyer agrees that all information provided by Seller will be kept strictly confidential and used solely for
the purpose of evaluating the transaction. Buyer shall not disclose such information to third parties other
than advisors without Seller’s consent.

Plain English
Protects seller’s sensitive business information.

Often mirrors a separate NDA signed before LOI.
8. Non-Binding Language

Sample Clause

Except for Sections [Confidentiality], [Exclusivity], and [Deposit], which are binding, this LOI is
intended only as a statement of mutual intent and shall not constitute a legally binding obligation of
either party.

Plain English

Clarifies that most of the LOI is non-binding.
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Prevents either party from being forced into closing just because they signed an LOI.

Tip for Sellers: Use exclusivity to prevent wasted time.
Tip for Buyers: Don’t over-negotiate LOIs. Keep them clean to get to diligence.
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Clause Library: APA / SPA Clauses

The Asset Purchase Agreement (APA) or Stock Purchase Agreement (SPA) is the definitive contract that
actually transfers ownership. Unlike an LOI, these agreements are legally binding once signed. The
language is dense, but most pharmacy deals revolve around a common set of clauses.

Below are key APA/SPA clauses with sample language and plain-English breakdowns.
1. Purchase Price & Allocation

Sample Clause

The purchase price shall be $1,500,000, payable at Closing by wire transfer of immediately available
funds, allocated as follows: $1,200,000 to goodwill, $200,000 to inventory, $50,000 to
furniture/fixtures/equipment, and $50,000 to covenant not to compete. The parties agree to file IRS
Form 8594 consistent with this allocation.

Plain English
Defines final purchase price and how it’s split.

Allocation affects taxes: goodwill = capital gains, equipment = recapture at ordinary income,
non-compete = ordinary income.

Both parties must report consistently to the IRS.
2. Representations & Warranties (Reps & Warranties)

Sample Clause

Seller represents and warrants that (i) it has good and marketable title to the assets, free and clear of all
liens, (ii) all financial statements provided are true and accurate, (iii) the pharmacy is in compliance with
applicable laws and regulations, (iv) all licenses and permits are valid and in good standing, and (v) there
are no undisclosed liabilities, lawsuits, or investigations.

Plain English
Seller is “promising” key facts about the business.

If later proven false, buyer may sue for breach.
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Common areas: ownership of assets, accuracy of financials, compliance with DEA/Board, no hidden
liabilities.

3. Indemnification

Sample Clause

Seller shall indemnify, defend, and hold Buyer harmless from and against any and all losses, liabilities,
claims, damages, or expenses arising out of (i) any breach of Seller’s representations and warranties, (ii)
any liabilities not expressly assumed by Buyer, and (iii) any acts or omissions of Seller prior to Closing.
Buyer shall indemnify Seller for any losses arising from Buyer’s operation of the business after Closing.

Plain English
Defines who pays if something goes wrong.
Seller covers pre-closing issues; buyer covers post-closing issues.

Often capped at a % of purchase price, with survival period (e.g., 12-24 months).
4. Transition Services

Sample Clause

For a period of 90 days following Closing, Seller shall provide reasonable transition services, including
staff training, introductions to prescribers, assistance with PBM credentialing, and general consultation,
for no additional fee other than reimbursement of documented expenses.

Plain English
Keeps seller involved temporarily to ensure smooth handoff.
Can be unpaid (short-term) or paid via consulting/employment agreement.

Scope and duration are negotiable.

5. Covenants (Non-Compete & Non-Solicit)

Sample Clause

Seller agrees not to own, operate, or assist in the operation of any pharmacy within a 20-mile radius of
the Business for a period of five (5) years following Closing. Seller further agrees not to solicit employees
or customers of the Business during this period.
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Plain English
Protects buyer’s investment.
Standard: 15-20 miles, 3-5 years.

Includes both competing pharmacies and soliciting staff/customers.

6. Closing Conditions

Sample Clause

Buyer’s obligation to close is conditioned upon: (i) receipt of all necessary approvals from the Board of
Pharmacy, DEA, and PBMs, (ii) continued accuracy of Seller’s representations and warranties, (iii)
execution of a lease assignment or real estate deed, and (iv) delivery of a non-compete agreement
executed by Seller.

Plain English
Outlines what must happen before closing.

Protects buyer from being forced to close if approvals or docs aren’t in place.
7. Dispute Resolution

Sample Clause

Any disputes arising under this Agreement shall be resolved by binding arbitration in [State], in
accordance with the rules of the American Arbitration Association. Judgment on the award rendered
may be entered in any court of competent jurisdiction.

Plain English

Specifies how disputes will be handled.

Arbitration is common: faster and cheaper than court, but less appeal rights.
Sometimes disputes go to mediation first.

Tip for Sellers: Negotiate caps and survival limits on indemnification - otherwise liability could follow
you for years.
Tip for Buyers: Push for strong reps/warranties and make sure compliance issues are explicitly covered.
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Clause Library: Diligence Request List

Diligence is about verifying what you think you’re buying. A clean request list saves time, builds trust,
and avoids surprises. Below is a standard pharmacy diligence list - customize it for your deal.

1. Financial Records

3 years financial statements (CPA-reviewed or tax returns).

Trailing twelve months (T12) financials.

Monthly RX revenue and gross profit by category (last 36 months).

Documentation for all add-backs (owner salary, one-time expenses, personal expenses).
Accounts receivable/payable aging reports.

Copies of all business tax filings (federal & state).

2. Prescription Data

RX reports for past 36 months (broken down monthly).
Top prescriber list with % of volume.

Top 50 drugs by script volume and revenue.
Medicare/Medicaid vs. commercial payor mix.

DIR fee history (last 24 months).

Any PBM audit results in the last 3 years.

3. Regulatory & Compliance

DEA registration certificate and recent inspection reports.

Controlled substances inventory logs.

State Board of Pharmacy license and recent audit/inspection reports.

Copies of all professional licenses for pharmacists and technicians.

Copies of all policies & procedures manuals (compliance, HIPAA, operations).

Copies of insurance policies (liability, malpractice, property, workers comp).
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4. Contracts & Legal

Current lease agreement and any amendments.
Wholesaler agreements.

PSAO and PBM contracts (including CHOW language).
Vendor agreements (IT, delivery, automation equipment).

Corporate documents (Articles of Incorporation/Organization, Operating Agreement, Shareholder
Agreements).

List of all loans, liens, and UCC filings.

Details of any pending or threatened litigation, audits, or investigations.

5. Human Resources

Complete employee roster with titles, compensation, hire dates.
Copies of employment agreements (if any).

Benefits summary (health insurance, retirement, PTO).

Staff schedule (pharmacists, techs, drivers).

PIC designation and backup plan.

6. Inventory & Operations

Current perpetual inventory report.

Most recent physical inventory count.

List of expired/slow-moving drugs.

Equipment list (automation, refrigeration, computers, fixtures).
Service contracts for equipment.

IT systems (dispensing software, POS, security).

7. Real Estate (if applicable)
Deed or lease terms for property.
Rent roll (if leasing space to others).

Real estate tax bills and utility expenses.
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Environmental reports (if applicable).

Buyer’'s Note

This list looks heavy, but it’s staged. Start with financials and RX reports (Phase 1). Move into contracts
and compliance once financing is underway (Phase 2). Save HR and legal disputes for later in diligence
(Phase 3).

Pro Tip: Don't just collect documents - review and reconcile them. Cross-check RX reports against financials,
inventory logs against physical counts, and payor mixes against PBM contracts. The gaps are where surprises
hide.
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Clause Library: Closing Communication
Templates

A pharmacy sale isn’t just financial - it’s personal. Patients, staff, and prescribers all need reassurance
that their care, jobs, and relationships will continue smoothly. These communication templates give you
a starting point.

1. Staff Announcement Script

Sample Script (to be delivered by seller, with buyer present):

“Thank you all for joining me today. After much thought, I've decided it’s time for me to step back and
transition ownership of the pharmacy. I want you to know this was not an easy decision - this pharmacy
has been my life’s work. But I believe it’s the right time, and I've found the right person to carry it
forward.

[Buyer’s Name] shares our commitment to our patients, our community, and our team. Under the agreed
transition plan, [describe the confirmed staffing, hours, responsibilities, and service arrangements]. We
will explain any planned changes clearly and answer your questions.

I'll be here during the transition to make sure everything is smooth. Please join me in welcoming
[Buyer’s Name] - they will be leading us into the next chapter.”

Plain English: Seller should deliver the news. Buyer should show presence, but not overshadow. Focus on
stability and continuity.

2. Patient Letter Template

Sample Letter (to be mailed, posted, and handed out):
Dear Valued Patients,

We are writing to let you know that [Pharmacy Name] has been acquired by [Buyer’s Name], effective
[Date].

For you, nothing changes. Your prescriptions, refills, and insurance coverage remain in place. Our staff
and hours remain the same, and our commitment to your care is unchanged.

We are proud of the trust you’ve placed in us over the years. [Buyer’s Name] brings new energy and a
continued focus on excellent service. Together, we will ensure a smooth transition.

If you have questions, please call us at [Phone Number] or stop by the pharmacy.
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Thank you for your loyalty and trust.

Sincerely,
[Seller’'s Name] & [Buyer’s Name]

Plain English: Keep it short, reassuring, and accurate. Describe only the services, staffing, and transition
arrangements that have actually been agreed.

3. Prescriber Introduction Script

Sample Script (joint call/visit):

“Hi Dr. [Name], I wanted to personally let you know that I've sold [Pharmacy Name] to [Buyer’s Name].
We’ve built a strong relationship with your office, and I wanted to make sure you met the new owner
directly.

[Buyer’s Name] brings [describe verified qualifications and experience]. Under the agreed transition
plan, [describe the services that will continue and any planned changes]. We look forward to continuing
our collaboration with your office.

I'll be around during the transition to make sure everything is seamless. We truly appreciate your trust,
and I'm confident that under [Buyer’s Name]’s leadership, that relationship will remain strong.”

Plain English: Prescribers want assurance that scripts won’t be disrupted and patients won’t be lost in
the shuffle. A joint introduction builds confidence.

Buyer/Seller Joint Communication Tips

Deliver staff news in person - never by memo.

Patient letter should be mailed and posted in-store.

Prescriber outreach should be prioritized for top 10-20 providers.
Consistency matters: use the same language across channels.

Pro Tip: Closing communication is about reassurance, not reinvention. Lead with stability - changes and
improvements can be rolled out after trust is secured.

Closing Out Part lll - Tools, Templates, and Checklists

You now have both playbooks and a working toolkit: practical checklists, printable worksheets, and
sample clauses. Together, these give you the structure to prepare, value, negotiate, and close with
confidence.

The through-line across every chapter and tool is simple: discipline creates value.
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Sellers who prepare clean books, credible narratives, and organized packages attract stronger buyers and
command better multiples.

Buyers who move decisively, with financing lined up and diligence organized, win deals without
overpaying.

Both sides benefit when the process is transparent, respectful, and structured.

Part I1I closes the loop. With the Seller’s Playbook, Buyer’s Playbook, and supporting toolkits, you have
everything needed to run a disciplined process from either side of the table.
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Introduction to Part IV - Enterprise &
Private Equity

But not every pharmacy journey ends with a single store. Some owners expand into multi-unit groups,
others build closed-door LTC or compounding businesses, and still others create platforms that attract
private equity or strategic buyers.

At that level, the rules change.
Valuations rise as EBITDA scales.
Deal terms become more complex, with banker-led processes, earn-outs, and rollover equity.

Buyers shift from individual pharmacists to corporations, family offices, and PE funds.

Part IV explores this advanced tier: Enterprise & Private Equity. It’s designed for owners thinking about

scaling or selling at $10M, $50M, or even $100M+ in enterprise value. Even if you never plan to grow

that large, understanding how enterprise buyers think can sharpen your strategy - and help you position

your pharmacy for maximum optionality.
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Chapter 21 - Landscape: Who's Buying
and Why

At the enterprise level, pharmacy deals shift from one-off negotiations between an owner and a local
buyer to structured processes involving corporations, investors, and bankers. The buyer pool expands -
and so do the motivations.

Understanding who the buyers are and why they buy is the first step to positioning your pharmacy for
maximum value.

The Buyer Spectrum at Scale

Regional Chains
Independent operators with 5-50 stores.
Often family-owned or backed by small investment groups.

Buy to expand geographic footprint and gain economies of scale.

Long-Term Care Specialists
Focused on LTC contracts and closed-door operations.
Buy to expand reach with facilities and nursing homes.

Highly sensitive to contract assignment and compliance.

Compounding & Specialty Buyers
Looking for sterile compounding, fertility, pain management, infusion, or niche specialties.
Buy for high margins and differentiated payor contracts.

Risk tolerance varies (503A vs. 503B).

Private Equity (PE) Platforms
Back a strong operator as a “platform” company.
Buy aggressively to consolidate - often 10-50 pharmacies over 3-7 years.

Aim to sell again (to larger PE or strategic buyers) at higher multiples.
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Strategic Buyers
Wholesalers, PSAOs, or large corporates.
Buy for market share, vertical integration, or access to limited-distribution drugs.

Less sentimental, more numbers-driven.

Why They Buy

Scale & Efficiency: Spreading fixed costs across multiple stores improves margins.

Contract Access: Larger buyers gain leverage with PBMs, payors, and wholesalers.
Specialization: Compounding and specialty margins are attractive when well-managed.
Roll-Up Potential: Investors know fragmented markets create opportunities for consolidation.

Exit Optionality: Every buyer is also thinking about their own eventual sale or exit.

What This Means for Sellers

When you're selling into this buyer pool:

Multiples are higher - but so are expectations for compliance, documentation, and scalability.
Culture and legacy matter less; financial performance and growth opportunity matter more.

Negotiations are professionalized - bankers, lawyers, and PE analysts are at the table.

Seller’'s Takeaway

Enterprise buyers aren’t looking for a job - they’re looking for a platform. The stronger your systems,
contracts, and growth story, the more attractive you become.

Enterprise Buyer Landscape Checklist

Do | know which buyer type (regional chain, LTC, specialty, PE, strategic) is most likely for my pharmacy?
Have | mapped why they would buy me (scale, contracts, specialty niche, platform potential)?

Do my financials and contracts stand up to institutional diligence?

Have | engaged with the right advisors/bankers for this buyer pool?

Am | emotionally ready to sell to a buyer who may value scale over legacy?

Pro Tip: At the enterprise level, you're not just selling a pharmacy - you're selling a platform. Position yourself
like a business unit in a larger system, not just a stand-alone store.
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Chapter 22 - Specialty Pharmacy
Dynamics (Enterprise Scale)

Specialty pharmacy has become one of the fastest-growing segments in healthcare. At enterprise scale,
specialty deals often command the highest multiples - but they also carry the most scrutiny. For sellers,
understanding the dynamics of specialty is critical; for buyers, it’s about recognizing both opportunity
and risk.

What Defines Specialty

Specialty isn’t about size - it’s about complexity. A pharmacy is considered “specialty” when it dispenses
drugs that are:

High-cost (often $5,000+ per script).

High-touch (require monitoring, patient education, or REMS programs).
Limited-distribution (restricted to certain pharmacies by manufacturers).
Chronic/rare disease focused (HIV, oncology, MS, transplant, fertility, etc.).

Because margins are thin in retail, specialty has become the growth engine for many enterprise buyers.

Why Specialty Commands Premium Multiples
Revenue Density: A handful of patients can drive millions in annual revenue.

Barriers to Entry: PBM credentialing, manufacturer limited-distribution networks, and accreditation
create high walls around specialty.

Sticky Relationships: Patients on chronic therapies rarely switch providers.

Exit Value: Larger PE firms and strategics prize specialty platforms for national roll-ups.

Challenges & Risks
Reimbursement Pressure: Specialty isn’t immune to PBM clawbacks or DIR fees.
Credentialing: Without the right PBM networks, specialty access collapses.

Manufacturer Access: Limited-distribution drugs require strong relationships and accreditations (URAC,
ACHC, etc.).
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Patient Management: Specialty requires call centers, nursing staff, adherence programs - much more
than retail.

Regulatory Scrutiny: Higher visibility to OIG, FDA, and DOJ.

Deal Implications

Diligence is deeper: Buyers will scrutinize payor contracts, accreditations, and manufacturer access
letters.

Multiples are higher: 8-12x EBITDA is not unusual, but tied tightly to stability of contracts.

Transition risk: Losing one limited-distribution contract post-sale can crater value.

Seller’'s Takeaway

If you're selling a specialty pharmacy, your value lies in contracts and relationships, not just scripts.
Buyers will pay premiums, but only if those contracts are assignable and stable.

Enterprise Specialty Checklist

Do we hold accreditations (URAC, ACHC) that buyers expect?

Are PBM and manufacturer contracts current and assignable?

Have we documented DIR fee exposure on specialty lines?

Is there a patient management infrastructure (nursing, adherence, reporting)?

Do we understand which disease states drive our revenue - and how concentrated they are?

Pro Tip: Specialty pharmacies sell on contracts, not on counters. If your key contracts or accreditations aren’t
transferable, your valuation collapses overnight. Build assignability into every agreement.
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Chapter 23 - Compounding at Scale
(503A vs 503B)

Compounding pharmacies sit in a unique corner of the industry. At small scale, they serve as niche,

high-touch providers. At enterprise scale, they can become powerful - and risky - businesses, especially

when moving from traditional 503A operations into 503B outsourcing facilities.

The Two Models

503A Compounding Pharmacies

Patient-specific prescriptions only.

Governed by state boards of pharmacy.

Typically sterile (oncology, ophthalmic, injectables) or non-sterile (hormones, dermatology, pain).

Lower capital investment but higher variability in volume.

503B Outsourcing Facilities

Can compound in bulk without patient-specific prescriptions.
Regulated directly by the FDA.

Required to follow Current Good Manufacturing Practice (cGMP).
Serve hospitals, clinics, and health systems at scale.

Significant capital investment ($5M-$20M+ for compliant facilities).

Why Buyers Look at Compounding

Margins: Successful compounders can generate 10-20% EBITDA margins.

Niche Demand: Hormone therapy, dermatology, fertility, and pain segments are often underserved.
Hospital/Clinic Contracts: 503B facilities can secure long-term supply agreements with institutions.

Defensibility: Accreditation, facility investment, and FDA oversight create barriers to entry.
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Risks and Pitfalls

Regulatory: FDA inspections for 503Bs are rigorous; warning letters or consent decrees can wipe out

value.
Liability: Patient harm from compounding errors can trigger litigation.
Concentration: Heavy reliance on a few clinics or disease states creates volatility.

Capital Requirements: 503B scaling requires deep pockets for build-outs, validations, and compliance
staff.

Deal Implications

Multiples can range widely - 5x-10x EBITDA for strong compounding platforms, but collapse quickly
with compliance issues.

Diligence is extremely technical: environmental monitoring, sterility testing, batch records, and FDA
correspondence.

Buyers focus on management team depth: does the business have regulatory and quality expertise, not just
pharmacy know-how?

Seller’s Takeaway

A compounding pharmacy isn’t valued just on financials - it’s valued on compliance. The cleaner your
FDA/Board inspection record, the more attractive your business.

Enterprise Compounding Checklist

Is the facility 503A or 503B - and is that clearly documented?

For 503Bs, are cGMP systems validated and inspection-ready?

Are there FDA inspection histories, warning letters, or 483s?

Are contracts with clinics/hospitals transferable and long-term?

Are quality systems (sterility, batch records, environmental monitoring) well-documented?

Is there a compliance officer/quality lead beyond the owner?

Pro Tip: In compounding, compliance is the currency of valuation. A clean FDA track record is worth more
than an extra million in revenue.
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Chapter 24 - PE Processes & Banker-Led
Sales

By the time a pharmacy group or specialty platform reaches $10M+ in EBITDA, the buyer universe
shifts. Instead of one-off buyers or regional chains, sellers are often dealing with private equity firms and
banker-led auction processes.

At this level, the sale looks less like selling a single pharmacy and more like selling a mid-market
company. The playbook changes: more formality, more advisors, and a much more structured process.

What Private Equity Wants

Platform Potential: PE doesn’t just want your stores - they want a foundation to buy more.
Scalability: Systems, compliance, and management depth matter more than the owner.
Exit Multiple Expansion: Buy at 7x EBITDA, grow through acquisitions, sell at 12x.

Management Team: PE often keeps operators in place and may offer equity rollover.

The Banker-Led Process

Investment banks run structured processes designed to maximize price. A typical sequence looks like
this:

Preparation
Banker builds a confidential information memorandum (CIM).
Normalized financials, growth story, and add-backs are scrubbed.

Buyer universe is mapped.

Marketing Phase
Broad or targeted outreach to potential buyers.
NDAs signed; CIM distributed.

Management presentations scheduled.

First-Round Bids

Interested buyers submit Indications of Interest (I0Is).
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Banker narrows the field.

Second-Round Bids
Shortlist of buyers given deeper diligence access.
Site visits, management Q&A.

LOIs submitted.

Negotiation & Closing
Seller selects preferred buyer.
Definitive agreement negotiated.

Closing in 90-180 days.

Advantages of Banker Processes
Competitive tension drives higher multiples.

More professional buyer pool.

Banker handles marketing and filtering, reducing seller distractions.

Challenges

Expensive (bank fees 3-6% of deal value).
Time-intensive (6-12 months).
Disclosure-heavy (buyers expect deep access).

Less flexibility - sellers become one of many in a structured auction.

SELL YOUR PHARMACY

lllustrative Multiples - Not Verified Current Market Benchmarks

Single-store retail: 2-3x EBITDA.
Multi-unit regional groups: 4-6x EBITDA.
Specialty/LTC platforms: 7-12x EBITDA.

PE roll-ups: higher multiples possible if positioned as a platform.
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Seller’'s Takeaway

Selling to PE or through a banker isn’t about emotion - it’s about process. Sellers must be ready to
withstand months of diligence, disclose everything, and negotiate with professionals who do this every

day.

Enterprise Sale Checklist

Do | have normalized financials that can withstand banker review?

Is there a management team beyond me that PE can back?

Have | identified whether | want a full cash exit or a rollover equity stake?
Am | ready for institutional-level diligence (hundreds of requests)?

Have | budgeted for bank fees and legal costs?

Am | emotionally ready for an auction-style process?

Pro Tip: PE firms don't just buy businesses - they buy growth stories. If you want premium multiples, position
yourself as a platform with scalability, not just a profitable pharmacy.
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Chapter 25 - Manufacturer & Trade
Relations Playbook

At enterprise scale, pharmacy isn’t just about patients and payors - it’s also about manufacturers and
trade relationships. For specialty, compounding, and large regional chains, access to limited-distribution
drugs, rebates, and direct manufacturer agreements can make or break profitability.

Why Manufacturer Relationships Matter

Limited-Distribution Access
Manufacturers often restrict high-cost specialty drugs to a handful of accredited pharmacies.

Access depends on proven compliance, patient support programs, and scale.

Rebates & Discounts

Large buyers negotiate rebates and off-invoice discounts directly with manufacturers.

Even a 1-2% rebate swing can mean millions in EBITDA at enterprise scale.

Data & Outcomes Reporting
Manufacturers increasingly expect pharmacies to provide adherence and outcomes data.

Pharmacies that deliver clean reporting get preferential access.

Strategic Partnerships

Being a “preferred partner” can unlock not just drugs but referrals and visibility.

The Trade Layer

Beyond manufacturers, enterprise operators must navigate:

Wholesalers: Cardinal, McKesson, AmerisourceBergen - rebate tiers tied to volume.
GPOs/PSAOs: Aggregate buying power, but at scale, many enterprises negotiate directly.

Industry Groups: NCPA, NASP, and specialty associations - essential for visibility and advocacy.
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Risks & Realities

Loss of Access: One terminated limited-distribution agreement can slash revenue overnight.
Rebate Clawbacks: Manufacturers may claw back if reporting or performance metrics aren’t met.
Wholesaler Dependency: Being too reliant on a single wholesaler weakens negotiating leverage.

Regulatory Scrutiny: DOJ and OIG have scrutinized manufacturer-pharmacy relationships for kickback
concerns.

Deal Implications

Buyers in enterprise deals scrutinize manufacturer and trade relationships as closely as PBM contracts.
They’ll ask:

Which limited-distribution drugs do you have access to?
How stable are those agreements?
What reporting systems do you have in place to meet manufacturer requirements?

How concentrated is your revenue in a single manufacturer or wholesaler?

Seller’'s Takeaway

Your valuation rises or falls on the strength of your manufacturer and trade relationships. Document
them, diversify where possible, and build data/reporting systems that prove value to manufacturers.

Enterprise Manufacturer Checklist

Do we have access to limited-distribution drugs? Which ones?

Are our manufacturer agreements assignable in a sale?

Do we have rebate documentation and historical performance reports?
Are we diversified across multiple manufacturers and wholesalers?

Do we have robust outcomes reporting systems in place?

Have we mapped revenue concentration by manufacturer, drug, and wholesaler?

Pro Tip: At enterprise scale, you're not just a pharmacy - you're a channel partner. Treat manufacturers like
customers: communicate, deliver clean data, and prove you can support their drugs and patients better than
anyone else.
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Chapter 26 - Enterprise Deal Terms
(What Changes at Scale)

By the time deals reach $25M, $50M, or $100M+, the terms look very different from single-store
pharmacy sales. Enterprise buyers - whether private equity, strategic corporates, or large regional
consolidators - negotiate with more sophistication, use heavier contracts, and demand more protections.

For sellers, knowing what changes at scale helps avoid surprises.
Key Differences in Enterprise Deal Terms

Purchase Price Structure
Rarely 100% cash at close.

Often a mix of cash, rollover equity, and contingent payments.

Rollover Equity
Seller rolls 10-40% of proceeds into the buyer’s new entity.
Aligns seller with buyer’s growth plan.

Creates a “second bite of the apple” when the platform is sold again.

Earn-Outs
Payments tied to future performance (e.g., EBITDA targets, contract retention).
Protects buyers from overpaying.

Adds risk for sellers if projections aren’t realistic.

Escrows & Holdbacks
5-15% of purchase price held back for 12-24 months.

Covers indemnification claims or working capital adjustments.

Indemnification
Caps and survival periods are more detailed.

Buyers push for longer coverage on compliance, tax, and regulatory reps.
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Representations & Warranties Insurance (RWI)
Insurance policy covering breaches of reps/warranties.
Common in $50M+ deals.

Reduces escrow but adds cost (typically 2-3% of coverage).

Management Agreements
Buyers may require sellers to stay on as executives or board members.

Comp packages tied to performance.

Negotiation Dynamics
Bankers at the table: Competitive auctions drive terms toward buyer-friendly structures.

Sellers must pick priorities: Do you want more cash up front, or are you willing to roll equity for bigger upside
later?

Legal complexity: APA/SPA length grows from 40 pages to 200+. Specialized attorneys are a must.

Seller’'s Takeaway

At enterprise scale, you're negotiating not just price, but structure. Understanding rollover equity,
earn-outs, and RWI insurance can mean millions in realized value. Don’t go in blind.

Enterprise Deal Terms Checklist

Am | prepared for cash + equity + earn-out deal structures?
Do | understand rollover equity math and future upside?
Have | modeled realistic earn-out performance scenarios?
Do | know my escrow/holdback obligations?

Have | engaged advisors familiar with RWI policies?

Am | personally willing to stay involved post-sale under management agreements?

Pro Tip: In enterprise deals, the headline price is rarely the take-home number. Model your net proceeds
under best, base, and worst-case scenarios before you sign.
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Chapter 27 - Case Study: Specialty
Platform to PE

The following composite case study is illustrative. It is not a verified transaction or evidence of results
achieved by the author. Amounts, multiples, timing, and rollover outcomes are scenario assumptions.

Background

Business: Specialty pharmacy focused on oncology and rheumatology.
Scale: 4 locations across two states.

Financials: $12M EBITDA on $100M revenue.

Differentiator: Access to limited-distribution oncology drugs, URAC-accredited, strong prescriber
network.

The owners (a founding pharmacist and two partners) had grown steadily but realized they needed
capital and management depth to keep scaling.

The Process

Banker Engagement
Hired a boutique healthcare investment bank.
Built a CIM highlighting contracts, disease-state mix, and compliance record.

Identified 50+ potential buyers, including PE funds and strategic acquirers.

First-Round Bids
12 PE funds submitted IOIs at 8-9x EBITDA.

Strategic acquirers offered lower multiples but more upfront cash.

Second-Round Diligence
6 funds shortlisted.
Site visits, Q&A, deep dives into PBM contracts and manufacturer access.

Sellers spent 3 months in heavy diligence.
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Final LOIs
Two PE funds competed aggressively.

Winning bid: 10x EBITDA = $120M enterprise value.

Deal Structure

Upfront Cash: 70% at close.

Rollover Equity: 20% in the new platform entity.

Earn-Out: 10% tied to maintaining oncology drug access over 2 years.

RWI Insurance: Used to reduce escrow to 5%.

Outcome

Sellers received ~$84M cash at close.

Rolled ~$24M into new equity stake.

3 years later, the PE fund sold the platform to a larger strategic at 14x EBITDA.

The rollover equity generated an additional ~$48M for the sellers - the “second bite of the apple.”

Lessons Learned
Contracts = Value: Manufacturer and PBM access drove the multiple.
Management Depth Matters: PE wouldn’t have bid without a COO and compliance lead in place.

Rollover Equity: In this scenario, the investment increased in value. Actual rollover investments are
illiquid, carry loss risk, and may not produce a second payout.

Case Study Checklist

Do | have scale ($5M+ EBITDA) that appeals to PE?

Are my PBM and manufacturer contracts stable and transferable?
Is there a management team beyond me to run the business?
Am | open to rollover equity and staying engaged post-sale?

Do | understand the banker-led process and timeline?

Pro Tip: Model the upside, downside, dilution, liquidity, and governance terms of rollover equity. A later
payout is uncertain and can be lower than the initial investment.
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Final Conclusion - Stewardship and
Strategy

Independent pharmacy is more than a business. It is a cornerstone of healthcare delivery - trusted by
patients, relied on by prescribers, and built on decades of community relationships. That’s why buying or
selling a pharmacy is not just a financial transaction, but an act of stewardship.

This book has walked you through every stage of that journey:

Part I: The Seller’s Playbook - Why owners sell, how to prepare, what drives value, and how to close with
confidence.

Part I1: The Buyer’s Playbook - Defining your Buy Box, sourcing deals, valuing quickly, financing,
diligence, and the first 100 days of ownership.

Part III: Tools, Templates, and Checklists - Practical resources to turn the playbooks into action, from
valuation worksheets to LOI templates.

Part IV: Enterprise & Private Equity - The advanced tier: scaling, specialty, compounding, banker-led
sales, and private equity processes.

The themes repeat across all four parts: discipline, transparency, and momentum. Sellers who prepare
cleanly attract stronger buyers. Buyers who move decisively win better deals. Enterprises that build
scalable systems command premium multiples.

But beneath the mechanics, one truth remains constant: pharmacy is about people.
Patients who depend on continuity of care.

Staff who trust in leadership and stability.

Communities who see pharmacies as anchors, not just storefronts.

Numbers close deals, but relationships sustain them.

Moving Forward

Whether you are:

Preparing to sell your life’s work,

Buying your first pharmacy,

Or building a platform for enterprise-scale growth...

...the principles remain the same. Be clear, be disciplined, and respect the process.
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Pharmacy will continue to evolve - reimbursement shifts, PBM reforms, specialty growth, and PE
consolidation will reshape the landscape again and again. But those who approach ownership and exit
with strategy and stewardship will not just survive, they will thrive.

Final Word

Pharmacy ownership carries both authority and responsibility. Authority to lead a business, shape a
team, and capture opportunity. Responsibility to patients, staff, and communities who rely on you.

Use this playbook as your field guide. Adapt it, mark it up, return to it when the stakes are high. And
above all, remember: in pharmacy, a deal is not just about scripts and EBITDA - it’s about legacy, trust,
and care.
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Matthew J. Hutera

Matthew J. Hutera brings a practical perspective from pharmacy consulting, sales, and ownership. In
Sell Your Pharmacy, he helps independent pharmacy owners and prospective buyers understand
preparation, valuation, financing, and the responsibilities of an ownership transition.

Guy Stillwell introduced Matthew to the pharmacy world and mentored him throughout his journey.
Matthew's work is rooted in his love for his family and his desire to give them the best life possible.
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and communities affected by a transaction.

Connect with Matthew

Contact Matthew through PharmacyList.com
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Reader Notes and Source Links

Using this guide

EBITDA is distinct from cash flow. Stock-sale approvals and DEA registration require transaction-specific review. Confirm
current SBA seller-note requirements rather than assuming a standard standby period. Staff and patient communications
should accurately describe agreed transition plans.

SBA financing

The official SBA SOP 50 10 page identifies the procedures applicable to 7(a) and 504 loan origination. Check the version
effective for the transaction. Do not use generic financing percentages, standby periods, or timelines as a lender
commitment.

Medicare Part D concessions

CMS requires all pharmacy price concessions to be reflected in the negotiated price at the point of sale beginning
January 1, 2024. Historical DIR references in the manuscript remain relevant to historical analysis only as applicable;
evaluate the current contract and settlement terms.

Regulatory and legal review

Confirm Board of Pharmacy requirements, DEA registration and inventory procedures, payer enrollment and contract
consent, privacy requirements, and restrictive-covenant enforceability with appropriate professionals. The manuscript's
sample clauses and checklists are starting points, not ready-to-sign agreements.

Before making a decision

Treat valuation ranges, tax and net-proceeds examples, and the composite case study as illustrations. Obtain advice
tailored to your pharmacy, verify current financing and regulatory requirements, and review staff and patient
communication plans before using them.

Source links checked October 1, 2026
SBA - Lender and Development Company Loan Programs
CMS - Pharmacy Price Concessions at the Point of Sale

DEA - Forms and Applications

Start a conversation

Visit PharmacyList.com and complete the inquiry form.
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