
WAR ROOM / SECOND OFFER

START WITH THE QUESTION / YOUR PLANNING PATH

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Second Offer (Inside Offer)
Can my business help fund a transition to someone
already inside it?
Start with the five opening questions
1. Are you considering selling your business or transferring ownership, now or in the future? Answer: Yes

2. Has the business been profitable in each of the past two years? Answer: Yes

3. Does the business generate at least $150,000 a year in total owner benefit? Answer: Yes

4. Does the business have at least one full-time employee besides you? Answer: Yes

5. Can you provide basic financial records to support these estimates? Answer: Yes

Are all five answers Yes?

YES TO ALL FIVE

Clarify any conflicting estimates, then go deeper
into people, timing and business details. Test the
napkin math and compare the modeled options,
payment needs and gaps.

NO / NOT SURE / UNANSWERED

Identify what is missing or needs preparation.
Review records, business readiness, potential
successors and other paths before testing a plan.

This is a planning screen, not a loan decision. The owner-benefit and employee screens are not SBA eligibility rules. A
Yes does not mean approval; a No or unknown does not mean the business has no value or no options.

The full report follows, with the answers, assumptions, financial results and next steps for this illustration.
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WAR ROOM / SECOND OFFER

PRIVATE REVIEW DRAFT / EXECUTIVE OPENING

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Plan early. Keep your options.
Exit planning matters whether you want to sell soon, years from now, or not at all. It prepares the
business for a transition on your terms and for unexpected changes in health, family or circumstances.

More preparation. More choice.

Preparing early creates optionality, flexibility and control: time to develop a successor, improve records and
earnings quality, reduce dependence on you, and compare buyers and funding terms. A stronger business can
give you more freedom to choose when, how and to whom you transfer it. Preparation creates choices; it does
not guarantee a sale or price.

Buyer readiness
• Run the business. Check the buyer's experience and time as an employee or owner. Being family or an interested

employee does not qualify someone.

• Show the money. Check available cash, where any required upfront money will come from, and credit.

• Accept the loan duties. The buyer must be willing to take on required loan responsibilities, which may include repaying
the loan personally.

Business readiness
Can the business support a supported sale price and the obligations after you leave? Review reliable earnings after
management pay, financial statements and tax returns, debt, operating cash, dependence on a few customers,
leadership and owner dependence. A profitable business and a qualified buyer are separate questions.

Readiness is not qualification or approval. The lender and advisers must verify the records, structure and applicable
requirements. The detailed assessment follows this planning framework.

Your current illustration
The inside sale has a gap to solve. $60,000 still needs to be resolved before the plan can work. If the lender accepts
the lower-cash option, the buyer's own cash needed in this example could fall from $60,000 to $0. The business
would still have to afford the loan, keep enough money for its bills, and meet the other lending rules.

Fictional illustration - not client-ready or professionally approved.
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WAR ROOM / SECOND OFFER

CONTROL / CASH / VALUE OVER TIME

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Compare the transfer, not just the price.
Route / mechanism Seller control retained Gross cash at closing Value over time / risk

Bank-funded insider
purchase

Often ends at full sale;
transition role negotiated.

Gross price may be paid at
closing if fully funded.

Cash received now; any seller
note or retained interest adds
separate future risk.

Seller financing A note is a claim, not
operating control.

Less up front when price is
deferred.

Principal and interest over time;
collection and subordination risk.

Staged ownership /
earnout

Unsold stake remains;
control rights negotiated.
Earnouts give no control.

Partial payment; later price
may be contingent.

Staging transfers ownership over
time. Earnout: later pay depends
on results.

External strategic
buyer

Usually reduced or
relinquished; terms vary.

May be substantial;
holdbacks can delay
payment.

Strategic fit may affect price;
deferred terms and obligations
vary.

PE / recapitalization
(investment-firm sale /
ownership or
financing reset)

Often shared or reduced;
rollover is not control.

Partial liquidity may
accompany rolled equity.

Later equity value is uncertain
and illiquid; leverage and
governance risk.

Buyer routes and funding mechanisms can be combined only when the terms and applicable rules permit. The detailed model
retains its existing bank and seller-note scenarios; staged sales, earnouts, strategic-buyer outcomes, PE, rollover, seller-net
proceeds and present values are not numerically modeled. Revenue alone does not qualify a business for PE or investment
banking.

Keep the measures separate
• Cash at closing: the report models gross seller consideration, not net spendable cash. Reconcile seller-paid debt, fees,

taxes, escrows and adjustments to estimate net cash; do not subtract amounts already reflected in price or the model
twice.

• Value over time: separate contractual future receipts, contingent earnouts and uncertain retained-equity value. Nominal
future dollars are not present value. Present value requires timing and a justified discount rate; it is not calculated here.

• Count once: deferred principal is part of the price, not extra sale value. Separate note interest. Do not add rolled equity
today and its full later realization. Salary or consulting pay compensates work; it is not sale proceeds.

Discuss control rights, net cash needs and total value over time with your lender, tax, legal and transaction advisers. Bank
debt plus a seller note or a partial sale plus rollover may warrant separate review, not automatic approval. The SBA 7(a)
change-of-ownership path prohibits seller earnouts (SOP 50 10 8.1, Appendix 15); other routes require their own review.
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WAR ROOM / SECOND OFFER

ILLUSTRATIVE PAYMENT PATTERNS / NOT THE SELECTED PLAN

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Cash now or cash over time
$1,000,000 sale price; all ownership transfers at closing. Notes use the entered 6% fixed annual rate over 10 years.
Equal monthly payments start one month after closing; no standby, balloon, prepayment or default is modeled.

Your gross receipts Full cash at closing 50% cash / 50% note 20% cash / 80% note

Cash upfront / at closing $1,000,000 $500,000 $200,000

Note principal owed to you $0 $500,000 $800,000

Scheduled monthly receipt $0 $5,551 $8,882

Annualized receipts (12 payments) $0 $66,612 $106,580

Total note receipts over the term $0 $666,123 $1,065,797

Interest within those note receipts $0 $166,123 $265,797

Total gross receipts: closing + note $1,000,000 $1,166,123 $1,265,797

Control / collection risk No ownership
retained. No
seller-note risk once
paid; contractual
claims can remain.

Creditor, not owner.
Buyer default,
inadequate collateral
and senior-lender
restrictions can
reduce or delay
receipts.

Creditor, not owner.
More of the price
remains exposed to
the same collection
risks.

Not a funded deal or approval. The selected plan still has $60,000 unresolved. These different payment
patterns do not close or recalculate that gap. Lender review must address funding, affordability, standby and
subordination.

Gross, nominal receipts - not net spendable cash or lifetime income. Note receipts include principal and interest; principal is
counted once. Taxes, fees, debt payoff, inflation and time value are not deducted. Salary, retained equity and investment
returns are excluded. Annualized receipts assume 12 payments; shorter terms pay less. Rounded figures use unrounded
totals.

A larger future total is not necessarily better. Paying notes are not automatically compatible with the selected SBA route. PE,
staged equity and non-SBA earnouts need separate modeling; SBA 7(a) seller earnouts are prohibited. Review the
trade-offs with a CEPA financial advisor.
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WAR ROOM / SECOND OFFER

PLANNING SIGNPOSTS / NEXT CONVERSATIONS

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Three questions worth exploring
A sale is only one part of your transition. These planning conversations may reveal needs that the current
financing illustration does not answer.

Qualified assisted buyout (QAB)
Could retirement funding support your transition?

Eligible employer contributions to a cash balance plan may reduce current income taxes while building
retirement resources. Ownership financing stays separate; plan assets are not spendable sale proceeds.

• When to explore. Worth reviewing if you want an internal successor and need to build retirement resources while
the business can support ongoing commitments.

• Next step. Ask your CEPA financial advisor, CPA and enrolled actuary to review eligibility, employee costs, tax
treatment and cash available for both retirement funding and debt.

Buy-sell and contingency funding
If an owner could not return, who would buy - and with what money?

An agreement can name the buyer and payment terms, but the business or family may still face a funding gap.
Insurance may help where suitable; coverage and payment are not guaranteed.

• When to explore. Worth reviewing when owners, families or key people depend on one another, or when an
agreement, valuation or insurance has become outdated.

• Next step. Ask your CEPA financial advisor, attorney and insurance specialist to align triggers, valuation, interim
leadership, payment terms and funding.

Succession and value acceleration
Could the business thrive without you?

A stronger team, reliable records and repeatable processes may improve transferability and create more
choices. A higher future price is not guaranteed.

• When to explore. Worth reviewing if you are central to sales or operations, have no ready successor, or want
more time and flexibility before a sale.

• Next step. Ask your CEPA financial advisor and valuation or succession specialist to identify the biggest
dependencies, set milestones and choose consistent measures of progress.

Three separate follow-on calculators are planned, not yet available. Detailed questions, assumptions and
calculations belong in those tools.

These prompts do not change the current financing results or resolve any funding gap.

Planning prompts only - not tax, legal, insurance or valuation advice.
IRS: benefit plans IRS: Publication 560 DOL: cash balance NAIC: underwriting
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WAR ROOM / SECOND OFFER

YOUR EXIT OPTIONALITY REPORT

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

What does this mean for me?
October 23, 2026 | What-if example | Planning conversation

The inside sale has a gap to solve.
$60,000 still needs to be resolved before the plan can work

Buyer's own money used

$0
This is the buyer's personal cash in the
plan. Cash from the business or
another accepted source is separate.

Gross cash planned for you at the
sale

$1,000,000
The plan calls for the full price when
the sale closes, before your personal
taxes. Any gap must still be resolved.

Money still needed

$60,000
This is the amount still to resolve after
allowing for the cash and loan rules. It
is not an extra sale cost.

Could the buyer use no personal cash? Not yet; the cash requirement still needs to be resolved

Could you receive the full price at the sale? Not yet; the plan still has an unresolved cash requirement

Are the sale costs and operating cash covered? No; resolve the $60,000 requirement

Why the October option is worth checking
If the lender accepts the lower-cash option, the buyer's own cash needed in this example could fall from $60,000 to
$0. The business would still have to afford the loan, keep enough money for its bills, and meet the other lending
rules.

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY. Not tax, legal, or investment advice. This is a what-if example based on the
answers and estimates entered. A lender and the right advisers still need to check the records, the buyer and the terms before
anyone relies on the plan.
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WAR ROOM / SECOND OFFER

THE INSIDE SALE

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

How could someone in the business buy it?
• Who can buy? An employee, family member or current partner may buy the business. A loan can help pay

you at the sale.

• How is the loan repaid? Future business earnings help repay it. The buyer may also be personally
responsible.

• Where does upfront cash come from? The usual rule here is 10% of the price. Accepted company cash or
other money can help; it need not all come from the buyer's pocket.

• Could personal cash be zero? Only if the lender accepts the plan, all funding needs are met, and the
business can afford the payments. No personal cash does not mean no debt or automatic approval.

What we compare Usual cash rule If less cash is allowed Your chosen plan

Buyer's own cash needed $60,000 $0 $60,000

Buyer's own cash used in the example $60,000 $0 $0

New bank loan $940,000 $1,000,000 $1,000,000

Cash planned for you when the sale
closes

$1,000,000 $1,000,000 $1,000,000

Part of your price paid later $0 $0 $0

Money still needed for the plan to work $0 $0 $60,000

Yearly payments on the new bank loan $149,066 $158,581 $158,581

The first two columns work out how much personal buyer cash would be needed. They do not assume the buyer has it. The last
column uses the cash and payment choices you actually entered. "Closing" means the day the sale is completed.
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WAR ROOM / SECOND OFFER

THE MONEY AT THE SALE

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Where would the money come from?
The selling price is only part of the picture. We also allow for old loans being paid off, the costs of arranging the
sale, and any extra cash the business needs to keep running.

What has to be paid for

Price paid for the business $1,000,000

Old loans paid off at the sale $0

Costs to arrange the sale $40,000

Extra cash needed to keep operating $0

Total amount to cover $1,040,000

How the plan would cover it

New bank loan $1,000,000

Company cash used for the purchase $40,000

Buyer's own cash used $0

Other accepted cash used $0

Price you agree to receive later $0

Total covered by this plan $1,040,000

What the gap means
The loan could cover the bill, but that alone does not satisfy the rule about how much cash must go into the
purchase. The lender's usual cash rule also needs $60,000 more from an accepted source. That cash would replace
part of the borrowing; it would not increase the selling price. After allowing for requirements that overlap, $60,000 is
still needed. The same dollar is not counted twice.

Why some company cash must stay put
$100,000 is set aside for payroll, inventory and everyday bills. Only $40,000 above that amount is available to help
buy the business. The same dollar cannot pay for the purchase and stay behind to run the company.
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WAR ROOM / SECOND OFFER

THE PAYMENT CHECK

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Can the business afford the payments?
The business has about $1.40 available for every $1 of loan payments, after the pay and other yearly needs
entered. That meets the $1.25 used in this example to allow some breathing room. If money available for
payments fell by 20%, there would be $1.12 available for every $1 of loan payments. The payments would still be
covered, but the cushion would be too thin for the test used here.

From earnings to cash left over

Profit plus one owner's pay and
benefits

$350,000

Less pay needed after you leave $80,000

Less other yearly cash needs $20,000

Cash available for loan payments $250,000

Payments on existing loans that stay $20,000

Payments on the new bank loan $158,581

Payments on money still owed to you $0

Cash left after those payments $71,419

The loan terms we tested

New bank loan $1,000,000

Interest rate used 10%

Years to repay the loan 10 years

Monthly payment on the new loan $13,215

Cash for yearly payments: $250,000

All yearly loan payments: $178,581

Payments plus the cushion: $223,226

Why a cushion matters: a business needs room for a weaker month or an unexpected bill. This example uses $1.25
available for every $1 of loan payments: the payment itself plus 25 cents of breathing room. A lender must check the
historical records and the buyer's other obligations before agreeing.

What would be left in a weaker year?
$21,419 would remain after the loan payments if the cash available for them fell by 20%. Cash left over is not
automatically money you can take home. Missing expenses or a lender's adjustments can change this estimate.
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WAR ROOM / SECOND OFFER

THE OCTOBER 2026 OPTION

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Could the newer rules open another door?
What could change
For a qualifying sale to someone already in the business, the October 2026 U.S. Small Business Administration (SBA)
rules may let the lender reduce or remove the usual cash requirement alongside the loan. That can make an inside
purchase more practical for someone with little personal savings.

Why the two financial questions matter
The last year-end accounts must show recorded assets at least equal to recorded debts. The business must also keep
enough money for payroll, inventory and everyday bills after the sale. The lender needs evidence that the company
can keep operating while it pays for the purchase.

What still has to be checked
This example checks for at least two continuous years in the business and U.S. operations. The lender must confirm
which rules apply, the buyer's ability to run the company, the business value, repayment ability and any personal
guarantee. A Yes answer is a starting point, not an approval.

Where the money for everyday bills must come from
If the lender removes the cash requirement entirely, a planned amount of long-term cash for running the business
cannot be added to this or another SBA 7(a) term-loan request within 90 days. Existing cash or a separate line of
credit must cover it. This example assumes no new line of credit and does not use the narrow exception for an
unplanned leftover amount.

What the flexibility does not pay for
A smaller cash requirement does not erase the purchase price or the debt. It may mean a larger loan and larger
payments. If the business cannot afford them, the price, cash available, payment timing or exit path must change.

Official reference: SBA lending rules effective October 1, 2026, Appendix 15. Links appear at the end of this report.

SECOND OFFER  /  Fictional review draft - not professionally approved 10 / 19



WAR ROOM / SECOND OFFER

YOUR OTHER SALE OPTIONS

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Who else could buy it, and who could help?
Your sales size helps choose where to start. Earnings, the team, the type of business and your goals help decide
which route fits. No buyer or adviser has accepted the business yet.

Private equity / larger M&A team
A buyer with a similar business may fit

What this option is: Private equity firms invest in or buy companies. An M&A adviser helps arrange a sale and find buyers,
including investment firms and other businesses.

Why consider it: At $2-10 million in sales, your business may interest a buyer that wants to combine it with a company it
already owns. The team must look beyond sales: what the business regularly earns, the industry, the people who run it,
opportunities to grow, and the kinds of businesses the team handles.

What to do next: Prepare a short business overview and explain earnings after one-time items and owner pay are adjusted.
Review it with your CEPA financial advisor and confirm which teams handle businesses like yours before sharing it with
potential buyers.

Smaller investment-banking team
Start with this team

What this option is: An investment banker helps prepare the business for a sale, find buyers, compare offers, and
negotiate. This route uses a team that works on smaller business sales.

Why consider it: Your entered sales fall within the $2-10 million starting range. The team still needs to see reliable
earnings, a business that can keep running after you leave, and a sale large enough to fit its services.

What to do next: Ask which sale sizes and industries the team handles, what it charges, and who the likely buyers are.
Decide whether you want to sell everything or keep part of the ownership.

Transworld business brokers
Talk with this team

What this option is: A business broker helps you prepare sale information, set an asking price, market the business, and
work with potential buyers.

Why consider it: A smaller or owner-operated business may fit a broker's process. Customers, repeatable work, a brand,
equipment, or other assets can give a buyer something valuable to take over.

What to do next: Ask Transworld who would buy a business like yours, how the buyer could pay, what price the records
support, and exactly how the broker would market it.
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WAR ROOM / SECOND OFFER

HYPOTHETICAL CASE / CONTINUED

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Who else could buy it, and who could help?
(continued)
Competitor or strategic buyer
Talk with this team

What this option is: Another operating company buys your business, or part of it, to add customers, people, equipment, a
location, or capabilities it wants.

Why consider it: Your business may be especially useful to a company already serving similar customers. That buyer may
see value in combining the two businesses, whatever your current sales size.

What to do next: With your CEPA financial advisor or your sale adviser, list credible businesses that could benefit from
buying yours. Plan a confidential approach and discuss what would happen to your employees and customers.

Value acceleration / future internal transfer
Work on this alongside other options

What this option is: Keep operating while making the business easier for someone else to own. This can include preparing
an employee or family member to buy it later.

Why consider it: Clear earnings, a capable team, and less dependence on you can make a buyer more confident. They can
also help the business support purchase payments. Preparing a future owner gives you another possible exit.

What to do next: Choose the three most useful improvements for the next 90 days, such as cleaning up records,
documenting key work, or giving a future owner more responsibility. Set dates to review progress with your CEPA financial
advisor.

Asset sale / orderly liquidation
Consider after the other routes

What this option is: Sell equipment, inventory, or other assets separately when selling the operating business is not
workable. Liquidation means selling assets and closing the business.

Why consider it: Use this as a last option after reviewing a sale of the operating business, competitor interest, an inside
purchase, and time to prepare. Small size or a No answer alone does not make closure the right choice.

What to do next: Before deciding to close, estimate what the assets could sell for and what must be paid from the
proceeds: secured debts, taxes, employee obligations, and closing costs. Review the plan with the appropriate
professionals.
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WAR ROOM / SECOND OFFER

YOUR NEXT MOVES

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

What should I do next?

Why improving the business can create more choices
Value acceleration means making the business easier for someone else to own and run. Reliable records show what
it earns. A capable team reduces dependence on you. Written processes and customer relationships that survive
your departure give a buyer more confidence. These improvements can also make a future employee purchase
easier to finance.

01 Resolve the $60,000 gap
Test a lower price, more acceptable cash, receiving some of your price later, help from another investor, or waiting
to sell. If any new money must be repaid, include its payments before deciding the plan works.

02 Ask whether the lender will allow less cash up front
Show the lender the buyer's work history, last year-end balance sheet, and the cash needed after the sale. Ask
whether the October rules allow a smaller cash requirement or none, and compare the payments both ways.

03 Choose the right sale team
Review these options with your CEPA financial advisor. Check which teams handle your kind and size of business,
then discuss earnings, management, timing, and how much involvement you want after a sale.

04 Verify the records and proposed terms
Gather past financial statements and tax returns, current results, a list of debts and payments, ownership records,
and the balance sheet. Explain any one-time items and owner pay added to earnings. Ask the lender to check the
value and payment plan before relying on this example.
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WAR ROOM / SECOND OFFER

PART 1 + PART 2A / YOUR ANSWERS

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Which answers did we use?
These are the answers entered for this example. Unknowns stay unknown. A Yes helps guide the next conversation; it
does not approve a loan or promise a sale.

Part 1 / Five opening questions

Question Answer

Are you considering selling your business or transferring ownership, now or in the future? Yes

Has the business been profitable in each of the past two years? Yes

Does the business generate at least $150,000 a year in total owner benefit? Yes

Does the business have at least one full-time employee besides you? Yes

Can you provide basic financial records to support these estimates? Yes

Part 2A / Qualifying details and preferences

Question Answer

Is there someone already in the business who might want to take over? Yes

Would you consider selling to someone outside the business? Yes

Would you be interested in preparing someone to take over in the future? Not used for this
option

Has that person worked in the business continuously for at least the past two years? Yes

Could that person be ready to run the business when you want to step away? Yes

Would that person be willing to complete a lender's financial review and accept personal
responsibility for the financing if required?

Yes

Did your last year-end financial records show that the business owned at least as much as it
owed?

Yes

Can the business keep enough money available after the sale to cover payroll, inventory, and
everyday bills?

Yes
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WAR ROOM / SECOND OFFER

HYPOTHETICAL CASE / CONTINUED

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Which answers did we use? (continued)
Is the business based and operating in the United States? Yes

Could the business keep running successfully without you managing it every day? Yes

Have the business's earnings been holding steady or growing? Yes

Is there a clear opportunity to grow the business further? Yes

Would you consider selling part of the business and keeping an ownership stake? Yes

Would you consider receiving some of the purchase price over time if it helped make the sale
possible?

No

Preferred transition timing One to three years

Business industry Business services

Business location United States

Cash requirement used for this plan Usual cash
requirement: 10% of
the price
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WAR ROOM / SECOND OFFER

PART 2B / YOUR ESTIMATES

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Which numbers did we use?
The figures below are estimates for this example. The selling price is not a formal valuation. Amounts you would receive
are before your personal taxes, and the loan terms are not a lender's offer.

The business and proposed sale

Yearly sales $3,000,000

Yearly benefit for one working owner $350,000

Pay needed after you leave $80,000

Other yearly cash needs $20,000

Selling price we tested $1,000,000

Business loans paid off at the sale $0

Yearly payments on loans that stay $20,000

Cash available in the business $140,000

Cash that must stay in the business $100,000

Cash and payment choices

Costs to arrange the sale $40,000

Buyer's own cash available $0

Other cash the lender can accept $0

Cash you want when the sale closes $1,000,000

Interest rate used in this example 10%

Years to repay the new loan 10 years

Drop in cash for payments to test 20%

Loan limit used in this example $5,000,000

Business value assumed for the loan
review

$1,000,000

Answers for an option you did not select are not used in this calculation.

Why sales, owner benefit and cash are different
Sales are what customers pay the business before expenses. Owner benefit is profit plus the pay and benefits of one
working owner, counted once. We then allow for the people and other yearly needs you entered before estimating
what is left for loan payments. The business must keep enough cash to pay its everyday bills as well.
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WAR ROOM / SECOND OFFER

BEFORE MAKING A DECISION

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

What must the team check?
• Confirm that the inside buyer has worked actively in the business for two continuous years. This helps determine

which lending rules apply. The lender also needs to check the person's ability to run the business, financial history,
who will own it, and who will borrow.

• Confirm who must sign the loan and any personal guarantee. The business may make the payments, but the buyer
can still be personally responsible if the business cannot repay.

• Before asking to bring less cash, check the last completed financial year's balance sheet. Recorded assets must be
at least as much as recorded debts. The business must also keep enough cash after the sale for payroll, inventory,
and bills. An estimated sale value cannot replace the numbers in the books.

• If the lender removes the cash requirement, planned money for ongoing operations cannot be added to this or
another SBA 7(a) term-loan request within 90 days. It must come from cash already available or a line of credit. This
example assumes no line of credit and does not use the narrow exception for incidental excess loan money to cover
a planned shortage.

• Have the lender check the price, business value, fees it can finance, debts to pay off, remaining SBA borrowing limit,
property pledged for the loan, and where the cash comes from. These checks determine whether the proposed
purchase can actually be financed.

• If you agree to receive no payments until the bank loan is repaid, the lender may count some of the amount owed to
you toward the cash requirement, up to half that requirement in this example. The bank must be paid before you, and
the lender must approve the agreement. If payments to you start now, they must fit alongside the bank payments.

• The sales ranges help choose which team to talk with first. Each team handles certain kinds and sizes of businesses.
It must also review your industry, earnings after adjusting for one-time items and owner pay, management, likely
buyers, and what you want from a sale.

What applies to the plan you selected
• The usual cash requirement is 10% of the purchase price. Extra company cash and other cash accepted by the lender

can count toward it. The buyer's personal cash is only what is still needed after those amounts.

• The plan needs $60,000 more cash accepted by the lender. Extra company cash or another acceptable source may help;
it does not all have to come from the buyer's pocket. If the price and costs are already covered, that cash replaces part of
the loan rather than increasing the price. The report counts any overlap with the purchase gap only once.

No referral or transaction has been started by this report. Meet with your CEPA financial advisor to discuss the records, a
realistic business value, your payment needs and timing. Include the appropriate lender, tax, legal and sale advisers.
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SUPPORTING NOTES + SOURCES

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

How does this example work?
• We start with profit plus one owner's pay and benefits. We subtract only the additional pay and yearly needs entered,

then count the existing loan payments, new bank payments and any payments to you. A weaker-year check reduces the
cash available for those payments.

• The bank-loan estimate uses equal monthly payments at the stated interest rate for 1-10 years. It is limited by affordable
payments, the entered loan limit (no more than $5 million), and the assumed business value after allowing for money still
owed to you that is not fully postponed. Real estate and changing interest rates need a separate calculation.

• Cash needed to keep the business running is protected first. The same cash or debt payment is counted only once.
Other cash here means money or gifts the lender can accept, not a separate loan or an investor buying an ownership
share.

• If you agree to wait for all payments during the bank-loan period, interest is calculated on the original amount owed to
you. The later balance still needs a repayment plan. If payments to you begin right away, they reduce what the business
can afford to pay the bank.

Where the rules and definitions come from
SBA SOP 50 10 8.1, effective October 1, 2026: Appendix 15, Changes of Ownership
https://legacy.sba.gov/sites/default/files/2026-10/SOP%2050%2010%208.1%20Technical%20Policy%20Updates%20effective%20%2010.1.2026.d
ocx

SBA Information Notice 5000-882227: applications received on or after October 1, 2026
Official SBA document - click this source to open

SBA 7(a) loan program
https://www.sba.gov/loans/7a-loans/

Transworld: understanding seller's discretionary earnings
https://www.tworld.com/blog/how-to-calculate-sellers-discretionary-earnings

The $150,000 owner-benefit question and sales ranges help identify where to start. They are not SBA approval rules or promises
that a buyer or adviser will accept the business.

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY. Not tax, legal, or investment advice. This is a what-if example based on
the answers and estimates entered. A lender and the right advisers still need to check the records, the buyer and the terms
before anyone relies on the plan. This report does not save a case or send your information.
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YOUR NEXT CONVERSATION

EDUCATIONAL & ILLUSTRATIVE PURPOSES ONLY
Not tax, legal, or investment advice.

Have a deeper review.
Take the next step with a CEPA financial advisor
Have a deeper review before deciding how, when or to whom you transfer the business.

Make it a planning conversation
Ask your advisor to help turn this illustration into a coordinated planning conversation - not a decision based on one
number.

• Test the facts. Review your records, earnings, business value, available cash and the needs of both
seller and buyer.

• Compare the choices. Discuss payment timing, control, risk and any funding gap; involve a lender
before relying on a financing structure.

• Coordinate the disciplines. Consider whether QAB retirement funding, buy-sell funding or value
acceleration deserves a separate review with the appropriate specialists.

Bring this report and your questions to your CEPA financial advisor. If you do not have
one, seek a CEPA financial advisor for a deeper review.

No appointment, referral or transaction is created by this report. The separate planning calculators remain
planned, not yet available.

Educational planning only. Your advisor and the relevant specialists must verify the
facts before you rely on a plan.

SECOND OFFER  /  Fictional review draft - not professionally approved 19 / 19


