
What is the Value 
of your Canadian 
Pharmacy?
Unlock the true potential of your pharmacy by 
mastering cash flow insights, transforming it into a 
thriving, profitable venture that captivates buyers and 
maximizes your financial legacy.



Understanding the value of your pharmacy is a critical step in managing your 
long-term financial goals. Whether you are planning for future growth, 
considering putting your pharmacy for sale, or simply want to know your 
financial standing, a comprehensive business valuation provides the clarity 
you need. 

At EVCOR, we are dedicated to helping pharmacy owners navigate this process with 

confidence. This guide will walk you through the key concepts and methods used to determine 

the value of a pharmacy for sale in Ontario, or anywhere else in Canada. 

We will explore the most respected valuation methods, explain the crucial difference between 

an asset and a share deal, and highlight why cash flow is the foundation of an accurate 

valuation. Our goal is to provide you with a clear understanding of how to build intrinsic value 

in your business. 

Asset Sale vs. Share Sale: What's the 
Difference? 

Before diving into valuation methods, it's essential to understand the two primary ways a 

pharmacy can be sold: as an asset sale or a share sale. The structure of the deal has 

significant implications for both the buyer and the seller, especially regarding taxation and 

liabilities. 

What is an Asset Sale? 
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In an asset sale, the corporation that owns the pharmacy sells its individual assets. These can 

include inventory, equipment, and goodwill. The buyer then incorporates these assets into a 

new or existing corporation. 

For Sellers: 

This structure is often less favorable. Taxation occurs at two levels: first within the 
seller's corporation and again personally when the proceeds are withdrawn. The capital 
gains exemption is not applicable in an asset sale, which can result in a higher tax 
burden. 

For Buyers: 

Buyers often prefer this type of deal as they do not inherit the seller's corporate liabilities 
and can benefit from a "tax shield" on the newly acquired assets. 

What is a Share Sale? 

A share sale involves the shareholder selling the shares of their corporation directly to the 

buyer. The corporation continues to exist, but with new ownership. This is the most 
common transaction structure for Canadian retail pharmacies. 

For Sellers: 

Sellers typically prefer a share sale because it allows them to take advantage of the 
lifetime Qualified Small Business Corporation (QSBC) capital gains exemption, which 
can significantly reduce their tax liability. 



For Buyers: 

A share sale means inheriting all aspects of the business, including its assets and 
liabilities. Due to these inherited liabilities, thorough due diligence is essential. 

The Central Role of Cash Flow in Pharmacy 
Valuation 

While simple metrics like dollars per script or a multiple of sales are sometimes mentioned, 

they are crude and often inaccurate. The most respected and reliable valuation methods are 

built on a detailed analysis of your pharmacy's cash flow. 

EBITDA: The Key Metric 

EBITDA stands for Earnings Before Interest, Taxes, Depreciation, and Amortization. 
EBITDA represents the pure operational profitability of your business, making it a 
standardized measure for comparing performance. 

To get an accurate picture, we perform a process called "normalization." This involves 

adjusting the EBITDA to remove any non-recurring or discretionary expenses, such as owner 

salaries above market rate or one-time costs. This normalized EBITDA reflects the true, 

maintainable cash flow a new owner could expect, forming the foundation for a credible 

valuation. 



Core Methods for Pharmacy Valuation 

Sophisticated buyers and professional advisors rely on two primary valuation models: the 

Retrospective Method (Multiple of Normalized Earnings) and the Prospective Method 

(Discounted Cash Flow). Both are deeply rooted in cash flow analysis. 

1. Retrospective Valuation: The Multiple of Earnings 
Method 

The retrospective valuation is the most widely used approach in the industry. It calculates a 

pharmacy's value based on its historical performance. This method provides a clear, 

evidence-based assessment of what your business has achieved. 

The final price is determined by adding three components: 

1. Goodwill = EBITDA × Multiple 

The multiple varies based on market conditions, location, banner, and risk factors. 

2. Net Tangible Assets 

= (Inventory + Accounts Receivable) - (Accounts Payable + Liabilities) 

Accounts for physical assets and working capital. 

3. Redundant Assets 

Non-essential assets like owned buildings, excess cash, or marketable securities. 



This formula offers a comprehensive snapshot of your pharmacy's current market value based 

on its proven earnings power. 

2. Prospective Valuation: The Discounted Cash Flow (DCF) 
Method 

The prospective valuation, or Discounted Cash Flow (DCF) method, is a forward-looking 

approach. It is often used by sophisticated corporate buyers to project a pharmacy's future 

performance and its ability to service debt from an acquisition. 

This method involves creating a "pro-forma" financial forecast, typically projecting your 

pharmacy's cash flow over the next five to ten years. Each year's projected cash flow is then 

"discounted" back to its present-day value using a discount rate that reflects the investment's 

risk. The sum of these discounted cash flows forms the basis for the goodwill value. 

Why the DCF Method Matters 

It assesses future potential, not just past performance 

It is a powerful tool for measuring the business's capacity to handle debt repayment 
schedules 

It provides a dynamic view of how operational improvements can directly increase the 
pharmacy's value over time 

Connecting Your Goals: From Daily 
Operations to Long-Term Value 

There is a direct and powerful synergy between your short-term operational goals and your 

long-term business valuation. By focusing on improving profitability and cash flow today, you 



are actively increasing the intrinsic value of your pharmacy for the future. 

Every Decision Counts 

Every decision that boosts your normalized EBITDA—whether it's optimizing inventory, 
managing expenses, or expanding services—translates directly into a higher valuation. 

Strong, consistent cash flow not only makes your business more profitable day-to-day but also 

makes it more attractive to potential buyers and validates a higher sale price. 

Guiding You Toward Your Financial 
Future 

Understanding the value of your pharmacy is the first step toward 

securing your financial legacy. The valuation process can seem complex, 

but it provides the essential clarity needed to make informed decisions 

for your business and your family. 

At EVCOR, we provide comprehensive, accurate business 

valuations tailored to the unique dynamics of the Canadian 

pharmacy industry. 

Unlock the true potential of your pharmacy by mastering cash 

flow insights, transforming it into a thriving, profitable venture 

that captivates buyers and maximizes your financial legacy!
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