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Factors to consider before acquiring another business
Is now the right time to grow my business by acquiring another company? Many business owners are asking themselves this question, particularly given the current availability of acquisition financing. The following are practical points to consider: 1) Take time to get to know the seller Often the most successful acquisitions result from the personal
chemistry that has developed from an existing business relationship. It can make negotiations easier, simplify due diligence and provide a barometer for integration potential. 2) Decide whether to hire an investment banker The decision whether to hire a buy-side investment banker depends on your knowledge of the pricing of comparable companies
in your industry, the analytical capabilities of your financial team, and your need for outside help in identifying the right target. Bankers with direct pipelines into target companies can be valuable. Fees are usually negotiable and payable upon success. Careful attention should be given to engagement letters with exclusivity terms. 3) Don’t get swept
away in an auction process Sellers often conduct an auction that can cause a buyer to lose its discipline for the sake of winning. A smart buyer sets its price parameters based on its own analysis of the target’s market and prospects, and how the combined businesses will match up. Sometimes the best deal decision is to pass. 4) Pick the right inside
deal leader While acquisitions might begin with a discreet dinner between CEOs, a busy CEO is often not the best management point person for the deal. The deal leader should be a person who can tolerate legal and financial detail, is even tempered and can establish clear lines of responsibility. 5) Make sure your letter of intent is non-binding,
except for binding “no-shop” provisions A letter of intent helps identify key business points and demonstrates to financing sources that the deal is real. Make sure that it is not a binding commitment to complete the purchase without the customary buyer protections found in a final purchase and sale agreement. There should be a binding
commitment by the seller to not use your offer to shop for a better deal. 6) Measure pre-closing operations objectively It is not enough to provide in the acquisition agreement that the target will be run in the ordinary course of business between the signing of the agreement and closing. Objective measures, such as seller having a specified net worth
at closing, provide clear protection for the buyer and help avoid disputes. 7) Think earn-outs If you can’t agree on price, consider an earn-out that entitles the seller to deferred payments if the target performs as advertised. Earn-out provisions are heavily negotiated and can dictate how the acquired business must be run and what happens if it is sold
or shelved during the earn-out period. 8) Remember to take care of the most important asset: people Successful buyers often enlist the early support and confidence of seller’s management. Private buyers frequently use creative bonus arrangements, rather than equity, to entice target’s management given the illiquid nature of their stock. For the
rank-and-file, a skilled human resources manager can send a reassuring signal by carefully planning a seamless transition of benefits. 9) Begin integration planning early Post-transaction integration teams with representatives from both companies should start early on the integration of products and technology, information systems, operations, and
employee benefits. The success of this effort will often determine whether the revenue enhancements and cost savings that prompted the transaction will be realized. 10) Crossing the border When acquiring a foreign company, consider the differences in accounting standards, labor laws and environmental regulations. There has also been a rapid
growth in strict and contradictory laws that restrict cross-border transfers of crucial business data. The Sports Advisory Group offers a suite of buyer’s services designed to help you identify, pursue, conduct comprehensive due diligence and acquire target properties. We would welcome the opportunity to chat further with you about the various
opportunities that exist across professional sports in today’s market. For further information contact, Tommy George, President & Managing Partner at (240) 409-6297 or via e-mail at tgeorge@thesportsadvisorygroup.com. This article was written by Charles J. Johnson, Choate, Hall & Stewart, and originally appeared in the Boston Business Journal.
Acquiring a business gives you the freedom to advance, but there are many considerations to make before making a final decision. While many entrepreneurs dream about the idea of starting their own business, sometimes it is instead a better option to buy a business that has already been established. Starting a business from scratch tends to come
with many risk factors, and has the potential to fall through if not vested accordingly. Acquiring a business can be less of a liability, and can certainly be a better option for those looking for a clear history of sales and profit. Acquiring a business gives you the freedom to advance and make things your own, but there are many considerations to make
before making a final decision. We have outlined a few crucial factors to analyze and consider before acquiring a business. Industry The first consideration to make is what kind of business you are looking to acquire. It is usually the best idea to take over a business that specializes in your areas of interest and expertise. Think about your hobbies and
topics that you are passionate about. Acquiring a business means fully investing yourself as an owner amongst your employees and peers. The more you know about an industry, the easier it will be to run the business itself. Look to acquire businesses that you have had past field experience. This will make it easier for you to relate to your future
employees and clients. Size Determining the size of the business you plan to acquire is an essential consideration to make. Are you looking to own a smaller family-owned business, or are you interested in taking on a larger company that results in higher profits? There are many crucial differences between small, middle-market and large companies,
so it is important to weigh out the options. Acquiring a larger business means a higher purchase price, therefore making the deal more complex. Acquiring a large business also means overseeing more employees and catering to a variety of clientele. Location Ask yourself- are you willing to make the move from your current residence for the business?
Where is your ideal location for you and your family? If you’re not prepared for the change in location, moving could make the transaction stressful. The location of your future business can determine many factors such as taxes and labor costs, as well as other financials that could affect the closing of the deal. If you do decide to acquire a business in
a distant location, be sure to become familiar with the area and the logistics associated with the business. Personal Circumstances Acquiring a business could entail major lifestyle changes. If this is your first time acquiring or owning a business, it is necessary to prepare yourself for a hands-on experience. Are you ready to spend ample amount of time
getting to know the business and your new associates? Do you want to own a business that requires traveling frequently, or do you want to stay in one place? Think about how involved you want to be with your future company and decide what kind of business you would like to acquire based on these factors. Once you have chosen an industry, size,
and location, it’s time to make other important considerations. Here are a few questions to ask yourself once you have decided on a business that you would like to acquire: Can you see yourself running this business? How can you improve the business once acquired? (sales, margins, efficiency, technology, etc.) Does it make financial sense to acquire
this business? Can you pay yourself a living wage, service the debt, and have a return on your cash injection? Work with a Professional Intermediary There are a variety of factors to consider when looking to acquire a business, these being only a handful of many. Buying a business is a serious decision, and it certainly takes plenty of research and
planning before moving forward. Once you have weighed out your options, consider working with a professional business broker to help you through the entire process. A professional intermediary can help you acquire your ideal business. View businesses for sale and contact Viking for more information about buying a business. CC0/rawpixel/Pixabay
Starting a small business may sound exciting as you can be your own boss and spend your time and energy on something you are passionate about. But there is a lot to consider before quitting your job and undertaking this venture. Not only do you have to come up with a successful idea, but also create a business plan, research the market, consider
how it will be sustainable, keep all your checks and balances in order and plenty of other bits and pieces. Thankfully there is a plethora of online help for small business owners that can make these daunting tasks seem more like hills to overcome rather than mountains. Ideas First and foremost, you need to have a strong idea. It is not just a matter of
picking something out of the blue but really taking the time to sit down and research what areas of opportunity there are around you. What problems do your current co-workers, friends or family members have in their everyday life and what potential solution could you create for them? If there is already a solution, how can you make your product or
service better. Or, rather than staying in an overcompetitive and overcrowded market, find a niche area that has plenty of room for growth. Once you have come up with a strong shortlist of ideas, it is time to narrow it down. One of the most important questions to consider is, what idea are you most passionate about? What is the area that will get you
up in the morning feeling excited about the day? Business Plan Now that the idea is in place, it is time to sit down and start writing it all out to make sure everything is in order. While the business plan may not seem necessary to some, it is. It is essential if you are looking for funding, but also an ideal way of knowing which areas you need to spend
more time working on. Business plans start with an Executive Summary, which is often actually written last, a description of the current problem and your solution, an overview of the product/service you are offering, who the target market is, a short analysis of the current competitors, a breakdown of your team, their roles, and a projected financial
plan. While it may not be the most exciting thing to write, it will give you a better idea of where you are and is the perfect way to start your business. Keep in mind though that this plan should be a living document and constantly adapted as your company grows. It will continue to offer insight into how to manage your small business to be more
effective and efficient. Funding Once the business plan is in place, it is now time to think about how to fund the small business. Consider first how much funding is needed to get the company’s feet off the ground and what future funds it will need. There are multiple ways to approach this such as going the crowdfunding route and asking a large crowd
of people to each donate a small amount of money. If you can, self-funding is another way to go which can be risky but will help you avoid having to take out loans that you may not be able to repay. Or a final option would be to go to investors, share your business plan with them and hope they will be convinced that your business is going to be a
success and invest in it. Advertising In order for the business to be successful, it needs to have customers. Thanks to social media, it is becoming much easier to reach a wider audience with some of these social media platforms offering small businesses the option to pay a bit more in exchange for advertisements on their sites. While social media is
beneficial in many ways, every business should also have a website that potential customers can go back to and easily use. This is the perfect place to show off your products, hear from previous customers and explain who you are and what the company is all about. Make sure to optimize your local SEO which will give you more traffic and hopefully
more business. Other ways to advertise include radio, local TV, flyers or newspaper ads showing off your small business. Whichever way you decide to advertise, take the time to look at your Return on Advertising Spend (ROAS) to see which way of advertising is performing the best and where you should be putting your future marketing investments.
Growth To help grow your business, continue to update your business plan and financial sheets to make sure you are on track, and if not, to adjust your projected cash flow. If your business really starts taking off, it is time to look at what HR forms you need for the small business, how to hire employees, which assets you should buy and potential
expansions or merging that you might want to look into. MORE FROM LIFE123.COM
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