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Business Sale Letter of Intent
ABC Signs

123 Main Street

Any Town, USA
____________, 20__

Mr. George Washington

President
ABC Signs

Any Town, USA

Dear Mr. Washington:

The purpose of this letter (“Letter”) is to confirm the intent of ABC Signs, an Illinois corporation, (“Purchaser”) to purchase certain business assets of the Davis Business (the “Purchased Business”) operated under the name Davis, Inc. (“Seller”) located at ______________________, Any Town, USA.  The Purchased Business is franchised from Davis, Inc. (“Franchisor”).  Purchaser proposes to acquire the Purchased Business according to the following terms and conditions:

1.
Prices and Terms.  The principal terms of the transaction are as follows:

(a)
Business to be Acquired.  Purchaser will acquire all of the tangible and intangible assets comprising the Purchased Business owned by Seller that are used in, or necessary for the conduct of the Purchased Business, excluding cash and accounts receivables, and including, without limitation:  (i) inventory (minimum amount $10,000) (ii) the fixed assets of Seller including machinery and equipment and software, (iii) any and all customer lists; (iv) any and all intellectual property and proprietary rights and (iv) the goodwill associated therewith, (the “Purchased Assets”) all free and clear of any security interests, mortgages or other encumbrances.  Purchaser will not be acquiring Seller’s cash or accounts receivable.  However, Purchaser will agree promptly to remit to Seller all collections of said receivables to Seller. All unspecified collections received after Closing shall be allocated to the earliest open invoice of the applicable customer. All specified collections shall be allocated to the open invoice so specified by customer. 

(b)
Consideration.  The aggregate consideration for the assets and business to be purchased would be $220,000, to be paid at Closing.  Furthermore, Purchaser agrees to pay Seller (or Selling Shareholder) a consulting fee in the amount of $15,000, 120 days after Closing. Any Purchaser right of offset against the $15,000 shall be limited to specific documented quantifiable monetary amounts resulting from breaches of Seller’s representations, warranties and covenants.  At Closing, Purchaser shall deposit the $15,000 with an escrow agent mutually acceptable to Purchaser and Seller. 

(c)
Due Diligence Review.  Purchaser’s obligation to acquire the Purchased Assets is subject to completion of due diligence by Purchaser.  Promptly following the execution of this Letter, Seller will allow Purchaser to complete its examination of Seller’s financial, accounting and business records and the contracts and other legal documents, inspect the assets being acquired and generally to complete due diligence.  Any information obtained by Purchaser as a result thereof will be maintained by Purchaser in confidence.  The parties will cooperate to complete due diligence expeditiously, within two (2) weeks from Seller’s signing this Letter .
(d) Conduct in Ordinary Course.  In addition to the conditions discussed herein and any others to be contained in a definitive written purchase agreement (the “Purchase Agreement”), consummation of the acquisition would be subject to Seller having conducted the Purchased Business in the ordinary course during the period between the date hereof and the date of Closing and there having been no material adverse change in the Purchased Business, financial condition or prospects.
(e) Other Conditions to Close.  Purchaser’s obligation to close the proposed transaction contemplated hereunder shall be contingent upon:
(i) Purchaser obtaining suitable bank financing with interest not to exceed 8% per annum. 

(ii) Purchaser obtaining all required consents to the proposed transaction, including but not limited to the Franchisor’s consent, and Purchaser entering into a new franchise agreement with Franchisor. 

(iii) Purchaser entering into a new Store Lease with Seller’s current landlord. Such new lease shall have terms substantially similar to Seller’s existing lease. 

(iv) Purchaser completing the required Franchisor training in Dallas, TX.  Purchaser currently is planning on participating in the training session planned for __________, 20__ through ____________, 20__. 
(f)
Definitive Purchase Agreement.  All of the terms and conditions of the proposed transaction shall be stated in the Purchase Agreement, to be negotiated in good faith, agreed and executed by Purchaser, Seller and Selling Shareholder.  The Purchase Agreement will contain such representations, warranties, covenants, indemnities and other agreements, on behalf of Seller and the Seller’s Shareholder (“Selling Shareholder”) as are customary in similar asset purchase transactions.  Furthermore, Seller shall represent and warrant that, as of the Closing, the Purchased Business fully meets Franchisor’s current standards and Purchaser will not be required to upgrade any of the Purchased Assets to comply with Franchisor’s standards. Neither party intends to be bound by any oral or written statements (other than this Letter) or correspondence concerning the Purchase Agreement arising during the course of negotiations, notwithstanding that the same may be expressed in terms signifying a partial, preliminary or interim agreement between the parties.

(g)
Employment.  Prior to Closing, Purchaser will provide Seller with a list of the employees selected by Purchaser, which Purchaser will offer employment. Seller shall use its reasonable best efforts to assist Purchaser in the transitioning such employees.  It is Purchaser’s intention to offer employment to as many of Seller’s employees as possible. 

(h) Non-Compete and Non-Solicitation.  Seller and its affiliates and principals shall agree for a period of two (2) years after the Closing Date not to engage in business activities competitive to that conducted by the Purchased Business in a ten (10) mile radius from Seller’s current location.  Furthermore, Seller and its affiliates and principals shall agree for a period of two (2) years after the Closing Date not to solicit, call on, take away or accept as a client or customer any customer of the Purchased Business during the two (2) years prior to date of the Purchase Agreement for the purposes of engaging in business conducted by the Purchased Business. Seller and its affiliates and principals shall agree for a period of two (2) years after the Closing Date not to hire or induce or attempt to induce any employee of Purchased Business retained by Purchaser to terminate his or her employment with Purchaser.

 (i) Non-Assumption of Liabilities.  Purchaser shall not assume any liabilities of the Purchased Business or Seller, including, without limitation, accounts payable, secured obligations, sales taxes, income or property taxes of any kind, accrued employee vacation and other benefits, unemployment or worker's compensation liabilities and any other third party claims against the Purchased Business arising or incurred prior to the Closing Date. All such liabilities of the Purchased Business or Seller, relating to the Purchased Business not specifically assumed by Purchaser hereunder, shall be paid by Seller on the Closing Date or promptly thereafter as they become due or in lieu thereof assumed by Purchaser with Purchaser receiving a credit in the amount of any such assumed liability at Closing. 
(j) Timing.  Seller and Purchaser will use all reasonable efforts to complete and sign the Purchase Agreement on or before _________, 20__, and to close the transaction as promptly as practicable thereafter but not later than__________, 20__.  
(k) Post-Closing Selling Shareholder Availability.  Selling Shareholder shall be available for telephonic consultation for a period of 120 days following the Closing to assist in the business transition. 
(l) Franchisor Transfer Fee.  Purchaser  shall pay the $10,000 transfer fee payable to Franchisor in connection with the proposed transaction. 

2.
Expenses.  Seller and Purchaser will pay their respective expenses incident to this Letter, the Purchase Agreement and the transactions contemplated hereby and thereby.

3.
Public Announcements.  Neither Seller nor Purchaser will make any announcement of the proposed transaction contemplated by this Letter prior to the execution of the Purchase Agreement without the prior written approval of the other, which approval will not be unreasonably withheld or delayed.  The foregoing shall not restrict in any respect Seller’s or Purchaser’s ability to communicate information concerning this Letter and the transactions contemplated hereby to your and our respective affiliates’, officers, directors, employees and professional advisers, and, to the extent relevant, to third parties whose consent is required in connection with the transaction contemplated by this Letter.

4.
Broker’s Fees.  Seller and Purchaser have represented to each other than no brokers or finders have been employed who would be entitled to a fee by reason of the transaction contemplated by this Letter.

5.
Exclusive Negotiating Rights.  In order to induce Purchaser to commit its resources, forego other potential opportunities, and incur the legal, accounting and incidental expenses necessary properly to evaluate the possibility of acquiring the assets and business described above, and to negotiate the terms of, and consummate, the transaction contemplated hereby, Seller agrees that for a period of sixty (60) days after the date hereof, Seller, its affiliates and its and their respective officers, directors, employees and agents shall not initiate, solicit, encourage, directly or indirectly, or accept any offer or proposal, regarding the possible acquisition by any person other than Purchaser, including, without limitation, by way of a purchase of shares, purchase of assets or merger, of all or any substantial part of Seller’s equity securities or assets which assets relate to the Purchased Business, and shall not (other than in the ordinary course of business as heretofore conducted) provide any confidential information regarding Seller’s assets or business relating to the Purchased Business to any person other than to Purchaser and its representatives.
6. Miscellaneous.  This Letter shall be governed by the substantive laws of the State of Illinois without regard to conflict of law principles.  This Letter constitutes the entire understanding and agreement between the parties hereto and their affiliates with respect to its subject matter and supersedes all prior or contemporaneous agreements, representations, warranties and understandings of such parties (whether oral or written).  No promise, inducement, representation or agreement, other than as expressly set forth herein, has been made to or by the parties hereto.  This Letter may be amended only by written agreement, signed by the parties to be bound by the amendment.  This Letter shall be construed according to its fair meaning and not strictly for or against either party.

The foregoing terms are not intended to create a commitment to acquire the Purchased Business or Purchased Assets on the part of Purchaser; or to sell the Purchased Business or Purchased Assets on the part of Seller; but are intended to serve as an outline of the major terms under which Purchaser would be willing to pursue this transaction.  Prior to the execution of the definitive purchase agreement, no party to this Letter will have any liability whatsoever to any other party to this Letter related to the proposed transaction, except for the obligations set forth in Section 1(c), regarding confidentiality, Section 5, regarding exclusivity, and the general obligation to act in good faith. 

If this proposal is acceptable to you, please so indicate by signing the enclosed copy of this Letter and returning it to the attention of the undersigned on or before 5pm on ____________, 20__.  If this Letter is not signed and returned by such date and time it shall be deemed automatically rescinded by Purchaser and of no further force or effect. 

Very truly yours,

Davis, Inc.

By:  

_______________________________________

Abraham Lincoln


Title: President

ACCEPTED AND AGREED
ABC Signs


By:







Title:






Date:
______________________________
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