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Finally, after months or even years of waiting, hours spent probing your contacts and reviewing 
specialized sites and some false hopes, you have finally found a real gem. You'll be your own 
boss in charge of all decisions and with your experience, this company will reach new heights 
and become the benchmark in the industry. 
 
But beware: have you found a gem or a common stone that shines in the sun? 
 
Only a comprehensive due diligence will help you evaluate the quality of the prospect. Due 
diligence is a thorough review of various functions of the business, whose purpose is to confirm 
the information provided by the seller. 
 
What are the reasons why an aspiring entrepreneur would want to acquire an existing business 
rather than start from scratch? Among various factors, one can think about the fact that the 
company has been in business for several years, has an established client base, has already in 
place relations with suppliers and that its sales and future profits can be estimated in the light of 
its past results. In short, you reduce the uncertainty associated with starting a new business and 
by the same token, you recognize the value created by the seller in recent years. 
 
But there are risks associated with the acquisition of an existing business; by acquiring shares 
of a legal entity, you acquire at the same time his past, good or bad. Is the company being 
prosecuted? Is it built on a contaminated site? Are the buildings in compliance with the zoning 
regulations? Are there employees with important issues? What is the quality of its credit history? 
Buy the shares, get the past in extra! 
 
In addition, you acquire a company based on information supplied by the seller. But you need to 
know what to ask to cover all business functions; among the validations to be performed, one 
can name a few: you need to confirm sales and profit as well as the quality of the customer list, 
their ability to pay, suppliers and employees relationship, tax remittances, assets and 
inventories quality, zoning and more, in order to confirm or refute the data provided. And then? 
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Now that you have confirmed the seller’s statements, identified some issues and have a better 
idea on the future potential of the company, you should determine at what price the opportunity 
will become a good business deal. 
 
Do you know how to evaluate the value of this business?  Several methods can be used to 
make this assessment.  For example, you can assess the value based on assets market value, 
its revenues, cash flow and/or profits. 
 
Due diligence allows you to get the best possible price by providing you with a solid and 
quantifiable basis for negotiation. 
 
The return on investment of a due diligence is usually reached at the signing of the act of 
purchase.  Do not neglect this crucial step of the transaction.  
  


