BUYER’S ENTITY NAME HERE
SAMPLE TERM SHEET

 RE THE POSSIBLE ACQUISITION OF 

SELLER’S ENTITY NAME HERE
1.   BUYER ENTITY would form a new entity (“Acquisition Business LLC” or “Newco”) to purchase 100% of the business assets (excluding cash), on a “debt-free” basis, of SELLER ENTITY, for the total purchase price of $___ million. 

2.   The $___ million purchase price would be paid as follows:

a.   $___ million cash at closing (no holdback). 

b. Buyer shall execute a promissory note (the “Note”) in favor of Seller in the amount of ________________________________ Dollars ($_______________) payable in equal monthly installments and amortized over ________ months at ____ % per annum, with payments to commence ________ days from closing.
c. A $__million ____-year Non-compete Agreement with Joe Seller, calling for payments of $____K per quarter, in arrears, beginning with the first quarter after closing.

3.   Further, Newco will seek to enter into a three-year Consulting Agreement with Joe Seller calling for payments of $______K per year, paid monthly for 100% of his time. In addition, this Agreement will include a “bonus” payment at year-end equal to 10% of the annual EBITDA profits between $1 million and $2 million, plus 15% between $2 million and $3 million plus 20% in excess of $3 million. 
4.   Newco will enter into minimum one-year employment agreements with all key members of the management team who have completed two or more years of service as of the day of closing. 
5.   Newco will either assume the existing, or enter into a new 5-year, lease for the building currently housing the business.
6.   Lastly, we would propose a potential “earnout” payment of (up to) an additional $500,000 to be based on the final EBITDA number for Calendar Year 20XX. The “earnout” would be calculated as follows: For every EBITDA $1 in excess of $1.25M, (up to a maximum excess of $100K), $5 would be added to the balance of the note, all of which would be amortized and bear like interest as the original principal. For example, should EBITDA turn out to be $1.35M, the excess (over $1.25M) would be $100K x 5 = $500,000 of earnout to be added to the $6 million purchase price.

The final representations and warranties of both parties will be those which are usual and customary in transactions of this nature.  
This offer shall expire unless it is accepted in writing by ________ and that acceptance is communicated by fax, email or personal delivery to ___________.

If the above meets with your approval, please so indicate by signing a copy of this Term Sheet and returning to me at your earliest convenience. Thank you.

Accepted and agreed:

___________________




_________________

Joe Buyer





Joe Seller

Title 













_________________








Jane Seller
