BUYING A BUSINESS?
When buying a business, be it your first business or your 20th business, you should always look at the numbers. If it doesn’t stack up on paper it is unlikely to stack up in reality. 
While it is pretty straightforward to do a financial analysis of any business it is also important you have a dispassionate look at the business and don’t fall in love with it until you know it stacks up financially. The best way to do this is to talk to someone independent who has the right skills to guide your decision making and your Chartered Accountant is the best person for this. 

As well as the financial side there are many other things you need to think about when buying a business, everything from do you have the skills for the business (for example there no point in being a sign writer if you can’t draw unless you are buying a large business that employs are number of skilled people and you are running the management of the business) to do you have enough money to buy it and run it.
If you are buying your first business you also need to know that owning and running a business is not a 9 to 5 job. You are highly likely to work many more hours and will always be thinking about and working on your business. Your business responsibilities don’t stop just because you close the door at 5pm.
You also need to think about what can go wrong with the business. Has the core industry changed (internet cafes have been impacted by free public wireless internet access, people buy music on-line now not from retail shops, etc). How well do you know the industry and the risk associated with it as well as the rewards?
Think about and answer these questions
1. Why the vendor is selling?
2. Is it making money or running at a loss?
3. Your knowledge of the proposed venture?

4. How to expand the existing business?

5. Will you retain key staff?

6. What assets will you take over?
7. What condition are the assets in?
8. Are you paying goodwill?

9. Restraint of trade against the vendor?

10. Can you overcome the high profile of the vendor?

11. What are the lease terms?

12. What exactly are you buying?

13. Who is your competition?

14. Hours of work?

15. Insurances?

16. Borrowings/Capital?

17. Structure of the business?

18. Have you done a budget and compared this to the expected cashflow?
19. Can you draw a good wage from the business as well as make a return on the money you have invested?

If you buy a business through a qualified Business Broker they should be able to give you all the information you need to make a decision about the business. If the vendor (seller) hasn’t given the broker the information you need then you need to know why. What are they not telling you?

Finally before you sign anything make sure you talk to your professional advisors – your solicitor about legal matters (the sale and purchase agreement, lease, staff etc) and your chartered accountant about the financial implications of the purchase as well as the sale and purchase agreement and right legal entity to own the business (sole trader, partnership, company) to suit your personal circumstances.
