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8 Important stepsto buying a business

ou never know when it’ sgoing to hap-
Y pen. For some, it hits at an early age;

others experience it later in life. No
matter how old you are, at some point, you'll
be bitten by the entrepreneurial bug: “What if |
owned my own business?’

More and more, people are asking
themselves that question,
and many are making the
decision to take action by
buying an existing busi-
Ness.

The process of buying
acompany ismore complex
than buying a house or an
automobile. Those who
have been successful in
finding the right business
opportunity typically have been thoughtful and
organized in their search. The following eight
steps will help all buyers through the difficult
process of acquiring a company.

Layne Kasper
Guest Columnist

Getting started

1. Determine your acquisition criteria

Instead of trying to look at every opportu-
nity you can find, think quality over quantity.
Narrow your search by first determining what
factors are most important to you. Among other
characteristics, specifying your desired location,
company size, type of industry, and transaction
sizewill help maintain your focus. Don’t waste
your time on transactions you won't or can’t
complete.

2. Get your financesin order

Having an updated persona financial state-
ment will not only lend credibility to any offer
you make (and be required by any lending
source), but it will aso help determine the size
of transaction you're capable of handling. Se-
curefirm commitmentsfrom family and friends
offering financial assistance. Keep in mind that
you'll need to have funds available to purchase
the business as well as to pay for acquisition
expenses, such as closing costs and professional
fees— legal, accounting, appraisals, etc. Also,
after the purchase you'll need working capital
to keep the business running.

3. Develop your advisory team
Bankers, attorneys, CPAs, and business
brokers can be valuable resources for you in

finding companiesfor sale and reviewing trans-
actions. Be sureto find those active in the mar-
ket you' re entering and experienced in business
acquisitions. Most likely, they will be happy to
shepherd you through the process because you
likely will continue to use their services for
many years after the deal is consummated.

Looking at the company

4. Resear ch before meeting

Do your homework to learn asmuch asyou
can about the business before you meet the
owner. Educate yourself about the industry,
competition and the company’s products and
services so that you’ Il haveagood basisfor dis-
cussionswith the seller. A well-educated buyer
is able to get to important details sooner and
move ahead more quickly.

5. Gather information from seller

Once aconfidentiality agreement has been
signed, a seller will typically provide financial
data and other pertinent company information.
Someinformation, such ascorporate tax returns,
employee data, and customer lists may not be
provided until a formal offer is accepted, but
that’sOK. Y ou can always make your offer con-
tingent upon a satisfactory review of any with-
held information.

6. Establish arelationship with seller.

In many ways similar to dating, agood re-
lationship with the seller from first impressions
through closing of a transaction can go a long
way in helping negotiations. Make every effort
to show aseller that you are the type of person
he wants to sell to, and strive to convince him
that you will be successful with the business. A
positive working relationship is also important
for the post-sal e transition period when the seller
will assist you in retaining key employees, cus-
tomers and vendors.

Making an offer

7. Writeaformal Letter of Intent (LOI)

This document is an agreement that out-
lines the most important aspects of the transac-
tion. The LOI often serves as the starting point
for the Purchase Agreement. It’s often a good
idea to sit down with the seller to go over the
critical points, including the purchase price, deal
structure, and any contingencies that are to be
confirmed during due diligence period. Along

with atarget closing date, set adeadline for the
seller to respond to the offer. Once an offer has
been agreed to by both parties, the business
should go “off the market” to allow both sides
to work in good faith toward a successful
closing.

8. Moveto closing as soon as possible

The longer adeal drags, the more likely it
will fall apart, so it's important for the parties
to keep things moving. The due diligence pe-
riod should last 30-60 days — plenty of timeto
mobilize your advisory team to verify al infor-
mation, secure bank financing, and completethe
Purchase Agreement. While either side’ s attor-
ney can writethe Purchase Agreement, thereare
advantages to being the one taking charge of
the process. It's common during the due dili-
gence period to encounter afew problems need-
ing to be resolved, but if the parties work to
find solutions, the deal can be completed to the
satisfaction of all.

Hollywood glamorizesthe cutthroat nature
of public company “hostile takeovers” and cor-
porate raiders. However, the transfer of owner-
ship for most private businesses is typicaly a
cordial transaction with both sides working to
find amutually acceptable outcome. Once such
an outcome is achieved, the question for many
buyersis no longer “What if | owned my own
business?’ but rather, “Why didn’t | do this
sooner?’

Layne Kasper is a managing partner of
Kasper & Associates, the leading merger and
acquisition firmin Fort Worth since 1984. The
firmrepresents and sells medium-size manufac-
turing, distribution, and service companies
throughout North and Central Texas. Mr.
Kasper earned hisB.S. fromthe U.S, Air Force
Academy and his M.B.A. fromthe University of
Dallas. He can be contacted at (817) 738-4220

or kasper @kasperassociates.com.
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