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THE COMPLETE BUSINESS BUYING SYSTEM

Step 1 - Having a Plan

You need a goal and a plan

Get the EBITDA you need fast via
acquisition

Focus on deal flow

Think about exit early

Do something every day to move
towards your goal

Step 3 - Criteria & Credibility

Business acquisition criteria plus personal credibility
equal success

@ Get clarity on your acquisition criteria
The 3 key criteria are: specific business activity;
geography; size
Do things that establish credibility
Have complete focus on your goal and how to get
there

Step 2 - Deal Sourcing

Good deal flow is essential

Run deal sourcing activity all the time
Letters are the number one method

Build momentum - each deal will create
new deals

Your deal flow is a direct indicator of your
future success
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Step 5 - Funding Methods

Asset finance - borrow against assets in the
target business

Invoice discounting - get an advance
against the B2B debtors

Cash flow financing - borrow against future
strong cash flows

Vendor financing - buy the business on a
deferred basis

Leverage your existing business

Never use your own money

Step 4 - The Discovery Call
Discover: what is for sale; is a deal possible;
what is the seller's motivation/personality
Ideal call length is 30 minutes

The twelve magic questions provide a
framework

Interested? Set up a meeting

Not interested? Tell them

Make notes - learn from each call

Step 7 - Three Popular Deal Structures
Deal structure is how you put together the payment
for the business

1. The earn-out strategy - flexible deferred
consideration

Payment depends on business performance

2. The property strategy - when the owner also has

a property to sell

If you only want the business, find a property investor
3. Using the target company’s cash - cash at bank
belongs to the company

Use when you buy the company, not when you buy

Step 6 - Business Brokers and an
Insight Into the World of Private
Equity

Transfer agents and brokers sell listings; most
businesses listed don't sell

For your first acquisition, using a business
broker is a bad idea

Corporate finance handle £5m+ transactions;
fee (up to £1 million) contingent on sale

Private equity are cautious, disciplined investors
You need an aggressive growth strategy,

probably a buy and build

the assets.

Selling a minority allows you to de-risk and have

access to funding

Step 8 - The First Meeting

Meet the seller on your terms and for your benefit

Prepare thoroughly

Meet at your choice of venue; you're in control

If you're interested, aim to agree on a deal in principle
Don't be too accommodating; the seller will take advantage

Step 9 - Valuing a Business, Part One

Value is what the business is worth; what matters is what
it's worth to you

Value is influenced far more by emotion than logic

Net book value (NBV) - deduct liabilities from assets.
Entry valuation - the cost to set up the business from scratch
Comparable analysis - what other similar businesses are
selling for

Discounted cash flow - estimates value based on expected
future cash flows

Price-earnings (PE) ratios - a multiple of earnings
Weighted average - a more reliable valuation figure

Step 10 - Valuing a Business, Part Two and
Negotiation, Part One

Add-backs can either increase or reduce the profit figure
The EBITDA multiple is a negotiation - the lowest number
possible will maximise profit

Know what the business is worth to you; if you can't get it at
that price, move on

The first person to mention price loses

Your price goal is to pay less than it's worth to you

Deal structure is key - what you concede on price, you get
back on terms

Step 11 - HOTs and the Deal Timeline

Heads of terms is the framework for the deal

Legally binding HOTs elements are: jurisdiction; fees;
confidentiality; exclusivity

HOTs includes: price; terms; special conditions; e.g. the lease
The seller appoints a solicitor; your lawyer drafts the sale and
purchase agreement.

The deal timeline helps you maintain momentum and get the
deal over the line

Step 12 - The Property the Business Trades

From

If the seller leases the property, you take on the lease

If the seller owns the property you can buy it or lease it from
them

Key terms to negotiate on a new lease are: rent; the term;
break clauses

Property can provide the leverage to buy the business

The property acquisition strategy: find a property investor to
buy the property; you buy the business

Property is always a useful asset

Step 13 - Buying a Distressed Business

A distressed business is already or about to become loss-
making

Distressed businesses are not for the beginner

Valuation: use net book value (NBV) - pay assets minus
liabilities

You can sometimes pay nothing for a business; just because
you can doesn’t mean you should

Buying via a pre-pack administration leaves the liabilities
behind

Buying via a share purchase means you take on the liabilities

Step 14 - The Buy and Build Strategy

The concept: the sum of the whole is greater than the sum of
its parts

Your first business is your platform: it must be profitable and
predictable, with the ability to scale

Strategies needed in a buy and build: acquisition; financing;
diligence; integration

Three key areas when integrating businesses: people; finances;
operations

The buy and build strategy is the fastest way of creating and
realising value

Step 15 - Acquisition Structure and

Corporate Structure

Always be the shareholder, don’t be the director

As the shareholder, you own everything the company owns
and owe everything the company owes

With asset purchases you choose which assets you buy and
leave the liabilities behind

Which is best depends on the company and the deal

Never buy a business in your own name; use a company that
has limited liability

The best corporate structure to use is a holding company with
SPVs below; the SPVs own the trading companies

Step 16 - Negotiating Price and Terms, Part

Two

Negotiation is 20% logic and 80% emotion - remember the

80/20 rule, focus on emotion

The more you know about buying a business, the better the

deal you will get

The seller should feel you are doing them a favour by buying
the business

Negotiation is about reaching an agreement - you're solving
a problem for the seller

Remember, it's not all about the money

Step 17 - Due Diligence and

the Legal Process

Due diligence (DD), the legal work, and
the negotiation of the SPA all happen
together

The three types of due diligence are:
financial; legal; and commercial

DD is quite negative - it aims to find
the bad stuff

You have to balance risk and reward
Make completion date a fixed date - but
remember last-minute hitches are normal access

Completion

paperwork

Step 18 - Pre and Post

Key tasks pre-completion:
Get the paperwork in order
Read the meters, complete checks on the
condition of the premises, and related

Draft the staff briefing and prepare
plans/paperwork

Notify customers and suppliers

Get logins, passwords, codes and keys for

Step 19 - The People

Aspects of a Takeover

Two ways of positioning a business
purchase: confidential; transparent
There are pros and cons to each;
weigh it all up

Keep your takeover announcement
short and provide notes

The key to a successful transition is
communication

Don'’t get too involved at the start
The people aspect of a handover can

Confirm money and assets are as expected make or break the acquisition

Key tasks post-completion:
Hold the staff meeting

Check all access logins, passwords, codes and keys work
Check the money/bank account

Keep on top of everything - have lists, plans, charts,
assign tasks and responsibilities
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Step 20 - Profit and

Step 21 - Selling Your

Cash Flows

Profit lets you know what the
business is worth to you

Cash flow is money in, money out,
and the timing of both; it can be
more important than profit

Monitor the numbers; get frequent
cash flow forecasts

When you take control, stop all the
money leaving the bank account
Cost savings are easier and faster to
implement than sales growth

Four key areas: debt collection;
payment terms; discounts; payment
method

A head office is an essential
cornerstone of a buy and build

Business

Exit options: trade/strategic sale;
private equity; MBO; IPO; partial
exit; refinance

Be realistic about what’s needed/
achievable: you won't get all the
money on day one

Action the 7 things to maximise
company value

Follow the 10-step process for selling
your business

Get specialist tax advice and good
financial advice

Ensure no liabilities remain with you
after exit



