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The 6 Hidden Deal Costs That Can
Blow Up Your Numbers

Introduction: It Looked Good on Paper...

Many first-time buyers walk into a business acquisition with sharp pencils
and spreadsheets full of optimistic numbers. The multiple makes sense.
The seller’'s narrative checks out. The forecast looks solid. But six months
later, the buyer is knee-deep in unexpected expenses, working longer hours
than ever — and wondering where the cash has gone.

What happened?
Hidden deal costs.

In this report, we uncover six of the most common — and most expensive —
costs that can ambush unwary dealmakers. These aren’t headline figures.
You won't find them on a P&L or the teaser document. But they can erode
your profits and torpedo your ROI if you don’t know where to look.

The good news? Each one can be anticipated — and negotiated.

Let’'s dive in.



1. Key Person Risk — And the Cost of Replacing
Them

When you buy a business, you might assume the team will stay. But what if:

» The office manager leaves and takes three decades of knowledge
with them?

« The sales director resigns and competitors start calling your clients?

« The founder was holding everything together.. and now they're
gone?

Replacing key staff costs money.

Recruitment fees, salary uplifts, transition costs, client losses — even if it's
not immediate, the fallout adds up.

What to do:

« Identify and rate key people during due diligence
« Build in retention bonuses or phased handovers
« Have a contingency plan for every critical role

Cost impact: £20,000-£100,000+ depending on role

2. Deferred Liabilities and Undisclosed
Commitments

Some sellers are motivated to paint a rosy picture — but don't always flag
what's lurking below the surface:

o Unpaid tax bills

« AVATreclaim that was accepted — but under investigation
o Anunresolved tribunal with a former employee

« A warranty on machinery that expired a year ago



If you're not meticulous, these liabilities become yours.

What to do:

« Request a full list of contingent liabilities
« Check Companies House filings, VAT status, and HMRC records
« Use adiligent accountant — not the seller's bookkeeper

Cost impact: Anywhere from £5,000 to six figures

3. Premises Problems - Leases, Repairs, and
Dilapidations

The rent might look reasonable. But:

» Isthe lease due for renewal — with a big increase?
« Are you responsible for full repairs under an FRI lease?
« Isthe landlord likely to use the break clause?

Even worse, you could inherit a property issue that becomes a legal
wrangle.

What to do:

» Review the full lease with a commercial solicitor
« Inspect the property condition with a surveyor
« Budget for reinstatement or relocation if required

Cost impact: £10,000—£250,000+ if relocation is needed



4. Technology Debt - Legacy Systems That Drain
Time and Money

That CRM? Built in 2009.

The accounting system? Desktop-only.

The sales tracking spreadsheet? A masterpiece of chaos.
You may inherit:

« Software that's unsupported
» Licences that need replacing
« Inefficient systems that slow everyone down

Upgrading takes time, training, and capital. And while you modernise,
operations may suffer.

What to do:

o Audit all key systems before completion
« Include upgrade costs in your integration plan
« Delay non-essential improvements until cashflow stabilises

Cost impact: £5,000—£100,000 depending on complexity

5. Cultural Cleanup - Fixing Broken Teams and
Bad Habits

Some businesses are quietly dysfunctional.

o Turf wars between departments
« Unmotivated staff doing the bare minimum
« Toxic managers who were protected by the owner

You're not just buying numbers. You're inheriting a culture.



Turning around a team can require:

« New hires
« External consultants
» Time off for mediation, restructuring, or reviews

What to do:

» Ask about internal conflicts during due diligence
« Interview staff at multiple levels
e Plan a cultural audit within your first 60 days

Costimpact: £5,000-£50,000 in soft and hard costs

6. Working Capital Gaps — The Deal Was ‘No
Money Down’, But...

Even if the acquisition was self-financed, the business still needs cash to
run:

o Salaries, stock, VAT, insurance, rent
« Payment terms that delay income but frontload costs
« A seasonal dip you didn't see coming

If you don’'t budget for working capital, you can win the deal and lose the
runway.

What to do:

» Review cashflow projections with your accountant
« Secure a facility or buffer from day one
» Negotiate seller financing or staged payments if possible

Cost impact: £10,000-£300,000 depending on size and cash cycle



Conclusion: Stress-Test the Deal Before You Sign

None of these hidden costs are deal breakers — if you know about them
upfront.

Your job is to stress-test the acquisition:

o What's missing from the accounts?
« Who's holding this place together?
« What will it cost me after completion?

The best dealmakers go in with eyes wide open.

And the best deals don't just look good on paper — they feel solid 12
months later, too.

Next steps for Deal Club members:

» Reuvisit your current deal pipeline. Where might hidden costs lie?

« Ask better questions — especially around premises, systems, and
people.

« Build a margin of error into every deal — because surprises cost
money.



