Business Acquisition Checklist

Strategic and Tactical Logistics

1. Broker involved?

a. Broker typically represents seller, not buyer

2. Buying entire business (including debts) or just assets – seek advice

3. Tax returns provide more accurate financial information than financial statements

a. Last three years

b. Sole proprietor tax returns typically reflect low net (taxable) profits

c. Have your accountant review for reality check

4. Use financial information to track trends – up or down and by how much

a. Revenue/sales year-to-year

b. Major cost elements year-to-year

c. Owners draw/salary year-to-year

d. Cost of sales  year-to-year

e. Rent year-to-year

f. Seasonal impact month-to-month

g. Suppliers and purchasing records, including payment terms and record – call major suppliers to confirm and get assurance of continuity for future purchases

5. Lease length and terms – transferable? Interview landlord – renewable/terms?

6. Good will – if significant, interview customers/clients, review contracts individually & confirm with customers/clients

7. Observe operations for several weeks

a. Measure traffic

b. Determine average purchase amounts per sale

c. Observe interaction of principals and employees with customers – personally, telephone and email – for subjective evaluation of public perception

8. Develop business plan and 3-year financial projections on which to base valuation and purchase price

a. Use bank deposit records to determine cash flow vs. financial performance

9. Interview employees, customers, suppliers, neighboring businesses

10. Contact attorney general to determine if any law suits against firm/owners

11. Contact IRS to determine status of tax payments due

12. Enter detailed written contract for owners commitment to initial and ongoing support and cost, if any

13. Negotiate price and terms

14. Develop detailed written sales agreement, using your attorney (not sellers or brokers)
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