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I want to acquire a business. How can I get it right?

By Gareth Magee, Partner, Corporate Finance.

While many business leaders are focused on steering their companies through the
continuing difficult economic times, it should not be overlooked that there can be
opportunities created by such challenging conditions that may make an acquisition a
logical way in which to enhance the position of one’s business. Indeed, the likelihood is
that the current severe economic restrictions will shake out the marketplace in which
you operate and that opportunities to acquire a business which may be a good fit with
your own will arise.

There is, of course, one essential caveat if you are considering an acquisition: the right
acquisition will build your business. The wrong one could bring it to its knees!

So, what are the key pointers to getting such a decision correct?

e First, be sure it’s not an impulse buy. One reason for failure is that the buyer
should never have been buying in the first place. Yes, the opportunistic
purchase can sometimes work well, but a strategic approach usually fares
much better.

Make sure you know why you are buying.

* Don’t pay more than you have to. Buyers are often disappointed by their
returns simply because they paid too much. Get good advice and get your
valuation of the business right. Sellers always have an inflated view of the value
of the business — buyers think they can improve profitability going forward.

* Yes, improvements can be made, but be realistic and don’t let your enthusiasm
and optimism cause you to pay more than you should.

e Do your homework. You wouldn’t buy a house without a survey, so undertake
incisive due diligence. Yes, be sure you know what’s in the balance sheet, but
also focus on the future.

e Do the projections stack up and support the price? Have you raised enough
money? What about working capital?

e Get the structure right. Should you pay in cash, shares or a combination?
Should you buy assets or shares? The right structure will make an enormous
difference in terms of tax and your risk exposure.



e Don’t relax when you shake hands on price —the devil is in the detail. Too
many buyers forget that, whilst the price is agreed today, the entry date may
be months away. Items such as debtors, creditors and cash move on a daily
basis. You don’t want any nasty surprises when you get the keys.

So, again, get good advice. Get this wrong and you could find yourself shelling out
more than you thought. Get this right and you won’t look back.
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