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Buying a business

The Active Business Series

B inng Buying an established business that someone else wishes to sell provides
a path that many follow to fulfil the desire to enter into business or expand

a business  existing operations.

Adva ni‘qges One of the main reasons for buying an existing business is the partial
. elimination of the time and stress in establishing and growing a business.
of buying a

business

Disadvantages of buying a business

Often the biggest hurdle to buying a small business outright is the initial purchasing
cost. As the business concept, customer base, brands and other fundamental
work are already established the financial costs of acquiring an existing business
are usually greater than starting one from nothing. Other possible disadvantages
include hidden problems associated with the debtors or stock that may not be
worth what they are valued at. Good research and professional advice are
essential ingredients on the path to acquiring a business.

Other disadvantages of buying an existing business include:
[



Choosing a
business

Buying a business

Finding profitable businesses for sale at reasonable prices can be
difficult, as business owners are often overly optimistic with regard to the
market value of their business.

The first questions you should ask yourself

Do you know what type of business you wish to acquire?

What are your quadlifications for running the business successfully?

Do you have the temperament to deal with all types of customers, demanding
creditors, and difficult employees?

Do you have the necessary business acumen?

Can you deal with all the administrative demands of the business including
book keeping and the demands of business regulation?

Are you prepared for the business to take greater prominence in your life
than when you were previously employed?

Can you address problems without losing your cool?

Can you deal with uncertainty without losing sleep?

Are you satisfied that your relationships will not be too adversely affected by
the acquisition of a business?

Can you accept the potential significant financial loss that investing in the
business exposes you to?

Common
mistakes

Business
acquisition
checklist (partial)

The purchase
agreement

How we can help
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There are many decisions to
take along the path to
acquiring a business.
Please contact us to discuss
the aquisition of a business
or any areas we have
discussed.

Checking the operations of the business (partial)
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It is possible that before both parties proceed to a purchase agreement
the intention to proceed and contract together may be evidenced in a
draft agreement sometimes referred to as an MOU (Memorandum of
Understanding) or HOT (Heads of Terms).



