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Thinking About Buying A Business?
Welcome to this week’s edition of Business Insights.

Do your homework before you sign!
Before you sign a Contract, you need to understand exactly what you are buying and the potential risks involved.

Don’t just look at the profit!
Historical Financial Accounts are important, but they should not be the only information you consider.

Ask for appropriate financial information from the vendors which could include:
· Financial Accounts for the previous five years
· Business Income Tax Returns
· Monthly Sales Information
· Debtors’ Aged Analysis
· Customer Information

We can assist in the analysis of this information.

The important question is not only: How has this business performed in the past?

What we are trying to establish  – How will this business perform in the future under your ownership?

Is the business currently offering credit to customers?

If so, you need to obtain details of how they manage Debtors Accounts.
What is the Debtors’ Days Outstanding at present – this is an important figure which will affect your Cash Flow.

Investigate The Location Of The Premises
If the business operates from leased premises you will need to obtain a copy of the Lease and investigate the terms that could ultimately apply to you.

Is there a restitution requirement because if the Lease requires restitution at the end of the lease or even “Significant Appearance Updates” on a regular basis you should understand these future financial costs before you sign the contract?

You should also investigate other activities relating to the location of the business:
· Traffic flows
· Street parking available
· Customer access to the premises
· Safety particularly if the business undertakes night-time trading or weekend trading
· Check with the local council and government main roads department and railways – any major capital expenditure proposed – because this could potentially restrict access to the business side for a considerable period of time.

Answer a key question –Will this location still be suitable in three, six or nine years’ time?

BUYER BEWARE:
Buying a business is a major decision.
Don’t allow yourself to be rushed into signing a Contract.
Don’t sign a contract until you have received accounting and legal advice.
Keep records on all of the discussions that you have with the vendors and the vendor’s agents.

The work you undertake before buying the business could have a major influence on what happens after you become the owner.

Please don’t hesitate to contact the Accountant in our firm whom you normally deal with.
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