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Let’s start by considering what a business valuer will ask for when he or she is going to value a business… 

 
 
SINESS VALUATION INFORMATION CHECKLIST 
Information required (where available) for all Business Valuations: 

 Last 5 years financial statements (Balance Sheet and Profit and Loss) 

www.vantageforensicaccounting.com.au 
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Pre-Emptive Due Diligence: 
Creating a Business Value 
Premium 
 

 
Market estimates indicate that more than 40% of 
Small to Medium Enterprises (SMEs) will change 
hands over the next ten years. This change is 
predominantly in relation to the exodus of ‘baby 
boomers’ from small to medium enterprises within 
the short to medium term.  
Attracting a purchaser and attaining a value premium 
over similar businesses will require creating a better 
value proposition by reducing the perceived risk to 
the purchaser. In many cases, the process of 
preparing a business for market will not take a week 
or even a month… it may take two to three years. 
 
 
This master class is an intensive and in-depth look at 
preparing a business for market in order to gain a 
business value premium.  

IN THIS WORKSHOP 
 

What is going on in the market right 
now? 

 
If you were buying, what would you be 

looking for in a business? 
 

Reverse Due Diligence Checklist 
 

Case Study 
 

 

Key learning outcomes 
 
 an overview of business valuation 

methodologies 

 an understanding of what a valuer 

or a broker is seeking  

 critically reviewing the business 

financial statements and forecasts 

 considering business risks and 

internal controls 

 knowing where the ‘value leaks’ in 

and applying remedies 

 creating a business value premium 

through understanding your 

business risks 
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 Current year financial statements to date, BAS and management accounts. 

 Copy of any forecasts or projections for the following twelve months. 

 The company's legal type and ownership structure, including owners and 
percentages of ownership. 

 Identical financial and structure information for any trusts that form a part of the 
valuation as well as applicable Trust Deeds. 

 Tax returns for the past three to five years. 

 Copy of current ATO running balance. 

 Details of any contingent liabilities, e.g. legal disputes, guarantees.  

 A current organisation chart 

 Details of contracts with Senior Employees. 

 Payroll details for the past three to five years. 

 Listing of all intellectual property - patents, copyrights, trademarks/service marks - 
and all license agreements 

 Listing of Accounts Receivable (aged). 

 List of Accounts Payable (aged). 

 Listing of sales by customer for the past three to five years. 

 Listing of purchases by supplier for the past three to five years. 

 Summary of salaries/wages paid to all employees for the past three to five years. 

 Franchise Agreement, if applicable. 

 Documentation on any current loans to or from the business. 

 Copy of current lease agreements. 

 Details of all major assets and any particular valuations of plant and real estate. 

 Details of any contracts for the provision or receipt of goods and/or services for the 
past three to five years. 

 Current list of Furniture, Fixtures and Equipment (FF&E) with Fair Market Value of 
each item. 

 Details of all major liabilities not specifically outlined above, including borrowings, 
creditors, tax, leases, superannuation and other employee entitlements.  

 Narrative with regards to major events in the history of the business. 
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Due Diligence 

The following Due Diligence Checklist is a generic and simplified version of a checklist 
Vantage Forensic Accounting uses to assess potential business acquisitions on the behalf 
of its clients.  

It is the responsibility of the buyer to ensure that they are aware of any risks associated 
with buying a company or business. In most situations, the prospective purchaser of a 
business will undertake or direct their representatives to undertake some level of due 
diligence upon a business either subsequent to offer and prior to settlement, or prior to 
offer. It is during this due diligence period that a prospective purchaser adjusts their offer, 
withdraws from the sale or continues with the sale. It is therefore critical that the business, 
its records and all pertinent documentation and structures support the assertion that the 
business well structured, well run and performing above market.  

The due diligence process goes beyond a simple review of financial statements and tax 
returns; it involves every detail associated with the business in question. 

The due diligence checklist starts with the information accumulation stage. It is this stage 
that you can streamline for your prospective purchaser. Before approaching the seller, any 
knowledgeable potential purchaser will do a bit of basic information researching utilising 
the Internet. Not only will the potential purchaser search to learn whatever possible about 
the business, they will also research the industry sector, suppliers, competition and the 
overall market outlook. 

Statistics indicate that 50% of potential business sales fall apart during the due diligence 
process. By preparing the business for a comprehensive due diligence review, any and all 
questions that may be asked will be available and kept in an easily reviewed form. 
Knowing the questions that are likely to be asked will reduce the due diligence period and 
massively increase the chance of securing a purchaser and achieving a market premium 
relating to the goodwill of the business.  

Pre-emptive due diligence creates a comprehensive assessment of the business as it 
currently exists and as it plans to grow. It is a business plan that documents how the 
business has grown and adapted and how it has documented its environment and 
considered risks to its operation. It shows a prospective owner that the risk of failure or 
loss is mitigated by the thorough and considered nature of the current owner and that 
intellectual investment will result in a value premium that a similar business without these 
attributes will not achieve. 

Note this template Due Diligence Checklist is necessarily generic. Each industry has its 
own particular features that may not be covered by this Due Diligence Checklist e.g. if the 
business is heavily technology-driven, more detailed investigations into the technology, its 
development and IP ownership may need to be made. 
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Due Diligence Checklist 

The way the books and records of a business are kept is a good indication of how the business has been run 

 

COMPANY STRUCTURE AND BASIC DETAILS 

 Company name, key contact, address, phone, fax, email, web-site  

 Conduct ASIC company search to verify and identify where any existing charges may be in 
existence 

 Description of the company's business, services & products 

 Jurisdiction where business is incorporated, corporate structure and the regions the business is 
currently operating in  

 Does it have any interests in other companies or entities? 

 What is its shareholding? Review any shareholders agreements. 

 In what jurisdiction does the company operate? 

PROPERTY 

 What properties are leased, owned or occupied by the business? 

 Have you sighted copies of all real estate lease agreements, deeds, mortgages and any relevant 
documents to the premises? 

 If the same business premises are to continue, has the vendor facilitated a lease assignment and all 
documents signed by you? 

ASSETS OF THE BUSINESS  

 What are the assets of the company? 

 Are they owned or licensed? 

 Are the titles in order and have the assets been independently valued? 

 Are they subject to any encumbrances (e.g. a mortgage, charge or lien)? 

 What are the assets included in the sale? Is the asset register up to date and accurate?  

 All acquisition, partnership or joint venture agreements. 

 Documents pertaining to potential business acquisitions or alliances. 

 Any agreements regarding to sale or acquisitions of assets. 
 

CONTRACTS AND LICENCES 

 What are the material contracts? 

 Are the processes for sales and marketing, production and/or delivery of the products/services to 
customers well documented? 

 Are any contracts terminated as a result of the proposed sale? 

 Are there any specific licences, permits or industry specific requirements to the business? If so, are 
there any impediments to the transfer of these and can a plan be implemented to streamline this 
process? 
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FUNDING & RESOURCE REQUIREMENTS 

 What is the profit margin? 

 What are the company’s banking and other financial arrangements? 

 What is the company’s level of debt? 

 

MANAGEMENT TEAM & EMPLOYEES 

 Board of Directors, Advisory Board details where applicable 

 Employee headcount and list of key personnel  

 What are the entitlements of staff? (including salaries, leave, super etc) 

 Are all superannuation entitlements and benefits paid?  

 Can the business owner(s) step out of the business seamlessly? 

 

MARKET & COMPETITOR ANALYSIS 

 Description of target market and customers, market dynamics, characteristics of the market 
environment, market size, historical and projected growth of target market  

 Analysis of competitors & comparables  

 Key competitive advantage & barriers to entry  

 M&A or IPO activity in the industry 

 

PRODUCTS & SERVICES 

 Description of each product and service offered, stage of development, examples of the product / 
service use 

 

TECHNOLOGY & INTELLECTUAL PROPERTY 

 Ownership of IP or technology. 

 IP protection in place, licenses or trademarks owned by the company, if so, details.  

 What software and systems are used in connection with the business? 

 Is there any proprietary technology? 

 Product or service differentiation  

 Achievements to date that indicate that the product or technology is superior to what is currently 
available 

 

INSURANCE 

 Schedule or copies of all material insurance policies of the Company covering management, 
professional liability, public liability, property, other liabilities and operations. 

 Schedule of any other insurance policies in force such as "key man" policies or director 
indemnification policies. 
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 All other relevant documents pertaining to the Company's insurance and liability exposure, including 
special reserve funds and accounts. 

 Are all Workcover premiums up to date? 

 

REVENUE & SALES CYCLE 

Sales patterns and records 

 Are sales records reliable? Are the total sales broken down by product line?  

 Are bad debts deducted from sales, or are they still shown as receivables? Is the percentage of bad 
debts within industry standards?  

 What are the sales patterns year-by-year and month-by-month? Is the pattern seasonal or related to 
some business cycle (e.g. home construction or other uncontrollable variable)?  

 Are there fluctuations in sales due to one-off sales?  

 Are you sure all sales figures shown are for this business, and that the seller hasn't added sales 
from another business?  

General sales information 

 Is the product or service likely to maintain or improve its marketability or is it in danger of becoming 
over-sold, out of style or obsolete?  

 Can you increase sales with current resources?  

 What is the sales mix (the ratio of each product sold to total sales)?  

 Can you achieve the required sales targets?  

 Do you know the minimum likely sales and the maximum likely sales?  

 Is a particular salesperson critical to success? If so, will you be able to retain that person in your 
employment?  

 Do a small percentage of clients represent a large percentage of sales?  

 Is the seller continuing on with another business that may have some effect on the future sales of 
this business?  

 What is unique about the business's product or service? 

 Source of key revenue streams  

 Forecast revenue (best and worst case scenarios)  

 Estimated gross margins achievable and how these are achieved  

 Length of sales cycle  

 Reference customers 

 Benchmarking of business gross profit and/or EBIT against industry norms.  

 

Warranties and refunds 

 Are any goods on warranty? If so, should you make a financial allowance for possible warranty 
commitments?  

http://www.business.qld.gov.au/marketing/marketing-communications/advertising/create-selling-proposition.html


 

PO Box 5336 Wollongong NSW 2520 
P 02 4228 3760 
F 02 4210 8651 
info@vantageforensicaccounting.com.au 
www.vantageforensicaccounting.com.au 

 Will clients expect you to make refunds or warranties even in instances when you're not legally 
obliged to do so? 

 

Suppliers 

 Will you be able to continue buying the products from existing suppliers?  

 Have any suppliers been offering special conditions to the seller based on unwritten agreements?  

 Have you checked the business's credit rating with suppliers? Will you receive an established rating 
or be treated as a new account?  

Location 

 Is the business in a good location or is this the reason why it is for sale?  

 Are new developments going to be commenced or opened in a nearby location that could affect your 
trade?  

 Are there any impending town planning changes that may affect the business?  

 Are major road developments or public works going to proceed in the near future that may affect 
your business?  

 Has a rezoning application been lodged in regard to either the intended business location or nearby 
locations?  

 

STOCK 

 Does the trading stock include any obsolete stock? 

 Has the trading stock been valued at market value? 

TIP: Where the purchase of the business includes trading stock, the trading stock must be valued at 
market value on the day of disposal, which is normally the date of the purchase contract. 

 

FUNDINGS 

 Does the business have existing funding arrangements with a financier? 

 Does the financier hold a charge over the business?  

 Does the financier hold a personal guarantee from the director? If so, will this be transferred with the 
business? 

 Are there any intercompany or related party loans (including potential div 7a loans)? 

 

POLICIES AND PROCEDURES 

 Statements as to the Accounting Standards applied and/or any significant changes to accounting 
policies made during the period of review (5 years) 

 What are the company’s trade practices compliance programmes and policies? 

 Risk management policies and procedures 

 Comprehensive documentation and systemisation reduces the reliance upon any one employee or 
owner. A operations manual that documents all critical processes provides comfort and further 
enhances the goodwill of the business. 

 

http://www.business.qld.gov.au/business-premises-utilities/finding-right-location/premises-checklist.html
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TAXATION 

 Is there an existing tax debt? Has the business entered into a repayment scheme? 

 Are there any Director’s Penalty Notices on issue? 

 Does the business have any private tax rulings, tax elections, amended notices of assessment, etc, 
that may apply? 

 Will the purchase of the business will be a supply of a going concern, ie GST-free? 

 

GO TO MARKET STRATEGY 

 Strategic relationships, distribution channels available  

 Ability to scale 

 

RISK ASSESSMENT 

 Major risks to the successful execution of the business plan  

 Is there any current or potential litigation by or against the business? 

 Risk mitigation strategies 
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CASE STUDY 
The Business 
 

1. The Business has been operating since1995, trading as a partnership until 2007.  

2. The Bloggs Family Trust (“the Trust”) was set up in 2007 and the entity is the Trustee for 

the Bloggs Family Trust. Business to Value Pty Ltd is the trustee of the Trust. 

3. The entity Business to Value Pty Ltd (ABN: 00 111 222 333) (“The Company”) was 

registered with ASIC on 21 March 2007. The Company acts as corporate trustee to the 

Trust. 

4. The business of Widget Transport is carried out by the Trust. This is a registered business 

name. 

5. The husband and wife are each beneficiaries of the family trust and each own 50% of the 

shares in the corporate trustee, the Company.  

6. The husband is the Appointor to the Trust. 

7. The business specialises in transporting widgets (the next big thing), between Newcastle 

and the Illawarra/South Coast.  

8. The business pays a monthly rent of $3,700 to the husband and the wife as they hold the 

title to the premises from which the business operates. The lease expires 30 June 2012. 

9. The business has been established for approximately 16 years as at the date of this report; 

10. The Business has a diverse client base, providing a regular cash flow. The Business is 

therefore not reliant upon a small number of clients, reducing the risk of material turnover 

reduction; 

11. The business owns and operates a number of motor vehicles, trucks and trailers that it 

utilises to create its income. Loan and lease facilities offset these assets in most instances.  

12. Long term contracts for the transport of widgets are not in place, relying upon the personal 

contacts of the business proprietor. 
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2011 2010 2009 2008 2007 2006 

  12 months 12 months 12 months 12 months 12 Months 12 months 

INCOME 
      Fuel Rebate $23,879.00 $19,843.00 $22,515.00 $24,827.00 $18,689.00 - 

Contract Proceeds $1,291,982.51 $1,195,083.00 $1,089,507.00 $1,151,683.00 $1,170,751.00 $1,072,817.00 

 
$1,315,861.51 $1,214,926.00 $1,112,022.00 $1,176,510.00 $1,189,440.00 $1,072,817.00 

OTHER INCOME 
      Interest Received $929.84 $234.00 $5,952.00 $661.00 $579.00 $395.00 

 
$1,316,791.35 $1,215,160.00 $1,117,974.00 $1,177,171.00 $1,190,019.00 $1,073,212.00 

       EXPENSES 
      Accountancy Fees $9,122.00 $9,461.00 $7,467.00 $7,537.00 $6,535.00 $3,435.00 

Advertising $12,570.01 $6,705.00 $4,317.00 $3,182.00 $1,512.00 $2,713.00 

Bank Charges GST Free $2,556.50 $1,995.00 $2,059.00 $6,704.00 $3,836.00 $2,930.00 
Bank Charges Subject to 
GST $617.93 $990.00 $782.00 $1,198.00 $63.00 - 

Computer Rental - $1,771.00 $1,255.00 $1,255.00 $6,525.00 $1,040.00 

Consultancy Fees - $16,975.00 $11,520.00 - - - 

Cleaning $83.88 - - - $1,972.00 $7,178.00 

Depreciation $83,888.00 $82,153.00 $127,158.00 $77,286.00 $60,366.00 $73,752.00 

Electricity $1,973.54 $1,507.00 $1,159.00 $1,135.00 $1,420.00 $870.00 

Fees & Permits $2,724.00 $212.00 - $6,287.00 $309.00 $1,154.00 

Fuel & Oil $203,462.82 $168,183.00 $180,645.00 $195,603.00 $173,708.00 $176,481.00 

Insurance $58,265.78 $50,770.00 $55,888.00 $55,767.00 $47,666.00 $58,024.00 

Interest $33,333.72 $27,964.00 $31,165.00 $30,501.00 $35,698.00 $30,305.00 

Leasing Charges - - - $16,105.00 - $6,842.00 

Motor Vehicle Expenses $2,600.00 $2,600.00 $3,135.00 $4,577.00 - - 

Office Expenses $12,007.76 $11,907.00 $7,850.00 $10,872.00 $8,498.00 - 

On Road Expenses $14,088.15 $8,718.00 $6,854.00 $11,706.00 $9,800.00 $5,806.00 

Parking & Rental $8,645.00 $7,980.00 $7,315.00 $7,315.00 $14,335.00 $14,855.00 

Protective Clothing $467.45 $191.00 $654.00 $369.00 $770.00 $496.00 

Rates & Taxes $2,727.52 $2,927.00 $1,806.00 $382.00 $1,707.00 $1,730.00 

Registration & Insurance $35,006.66 $29,086.00 $28,392.00 $27,790.00 $22,292.00 $20,258.00 

Rent $44,400.00 $44,400.00 $44,400.00 $44,400.00 - - 

Repairs & Maintenance- 
Truck $113,502.82 $75,449.00 $70,072.00 $76,071.00 $80,897.00 $56,412.00 
Repairs & Maintenance- 
Plant $13,092.03 $14,479.00 $12,662.00 $7,489.00 $8,624.00 $16,338.00 
Repairs & Maintenance- 
Property - - $1,015.00 - 

$1,522.00 
- 

Security Costs - - $1,409.00 $1,141.00 $1,709.00 $718.00 

Staff Expenses $729.34 $1,803.00 $1,241.00 $2,155.00 $2,077.00 $2,014.00 

Staff Training Courses  - $3,464.00 - $112.00 - $5,950.00 

Sub-Contractors $151,048.04 $125,791.00 $133,125.00 $102,657.00 $148,416.00 $96,894.00 
Superannuation 
Contributions $70,240.64 $68,842.00 $33,011.00 $65,743.00 $83,769.00 $26,657.00 

Telephone $4,787.72 $6,601.00 $6,965.00 $5,313.00 $7,031.00 $6,909.00 

Tyres $22,602.72 $14,316.00 $15,364.00 $15,420.00 $15,364.00 $18,750.00 

Uniforms $113.64 $193.00 $907.00 - $631.00 $821.00 

Wages $392,837.00 $324,395.00 $301,649.00 $345,659.00 $321,995.00 $310,653.00 

 
$1,297,494.67 $1,111,828.00 $1,101,241.00 $1,131,731.00 $1,069,047.00 $949,985.00 
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Profit $19,296.68 $103,332.00 $16,733.00 $45,440.00 $120,972.00 $123,227.00 

       Net Profit  $19,296.68 $103,332.00 $16,733.00 $45,440.00 $120,972.00 $123,227.00 

Total available for 
distribution $19,296.68 $103,332.00 $16,733.00 $45,440.00 - - 

Distribution to beneficiaries $19,296.68 $103,332.00 $16,733.00 $45,440.00 - - 

Balance at 30 June 2012 - - - - - - 

       Beneficiaries distribution 
      Husband Name - $30,666.00 - - $60,486.00 $61,614.00 

Daughter  - $66,666.00 $11,533.00 - - - 

Son  - $3,000.00 $2,600.00 - - - 

Wife Name $19,296.68 $3,000.00 $2,600.00 $45,440.00 $60,486.00 $61,614.00 

 
$19,296.68 $103,332.00 $16,733.00 $45,440.00 $120,972.00 $123,228.00 

       

       FME CALCULATION 
Net Profit Before Tax $19,296.68 $103,332.00 $16,733.00 $45,440.00 $120,972.00 $123,227.00 

Add: Interest $33,333.72 $27,964.00 $31,165.00 $30,501.00 $35,698.00 $30,305.00 

EBIT $52,630.40 $131,296.00 $47,898.00 $75,941.00 $156,670.00 $153,532.00 

NORMALISATION ADJUSTMENTS 

       

       

       

       

       

       

       

       

Weighting + 50% 50% 0% 0% 0% 0% 

 
FME:   

 
Case Study Continued: 
 
1. You (or a client) are considering purchasing this business. What questions do you have? 

 

2. If you were to “normalise” the Profit and Loss Statements of the Partnership/Bloggs Family 

Trust, what transactions would you target and why? 

 

3. Based upon the description of the business, what changes could you make that would 

increase its potential multiple? 

 

4. Based upon the profit and loss statement, what potential changes can be made to increase its 

FME? 
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A few parting tips: 
 

 Offload surplus fixed assets – the value of the business if based upon the profit is capable 

of producing. Assets that are surplus to the needs of the business can be divested and the 

proceeds either removed or reinvested as a part of the business sale strategy. 

 Reduce surplus stock and debtors – get rid of the accumulated ‘fat’ that builds up in the 

normal course of business. 

 Reduce dependence upon the owner and key employees – develop systems and document 

key processes so that the replacement of the owner is as easy as possible.  

 Work on broadening the customer base of the business. The dependence upon one or a 

handful of key customers is a high business risk and will be reflected in a lower 

capitalisation multiple. A broad base increases the multiple, ergo, the value. 

 For businesses that are location sensitive, secure the operating premises. Security might 

be a long lease (although an option for a lengthy lease extension is preferable). 

In readying a business for sale – DON’T MOVE. Location insensitive businesses will be 
more desirable to a wider range of purchasers if they are not tied down in a long lease. 
Location sensitive businesses (such as retailers) lose credible sales history if they move. 
 

 

 

For further information on Pre-Emptive Due Diligence please contact us on  
Ph: 02 4228 3760 or email: info@vantageforensicaccounting.com.au   

mailto:info@vantageforensicaccounting.com.au

