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Purchasing and owning your own business is a complex 
project, involving attorneys, real estate brokers, financiers, 
accountants, and title insurance representatives. The project 
may be handled successfully by having an effective business 
plan and the assistance of competent professionals.  

 
Last week’s article discussed the basics of a business plan, 
organizational structure, and the collateral aspects of 
financing. This article will pose a brief review of special 
licensing requirements, professional reports, and title/lease 
issues in a business project.  

 
When making a decision about the kind of business to own and operate, it is 
important to first do some research on any and all of the licensing requirements that 
need to be complied with for the operation of the business. For example, purchasing 
and operating a liquor store generally requires the owner(s) to submit a detailed 
application to the state authorities so as to allow the sale of alcoholic beverages to 
consumers. Typically, most states require proof of permanent residency or 
citizenship, alongwith fingerprints for criminal background checks. The 
applications also require detailed background information such as education and 
experience of the owners/operators listed, thereby limiting the amount of qualified 
applicants for licensing. Other types of business that generally require special 
licensing are lottery and cigarette vendors, gas station operations, and even barber 
shops/beauty salons. A word of caution for those who themselves are or who have 
others act as a “front man” for a business to get license approvals from the licensing 
agencies. The licenses require full disclosure of ownership/operation of the business 
and carry heavy penalties for those that are in violation of such requirements, or are 
engaged in fraud or misrepresentation, including permanent disqualification and/or 
criminal charges. 

 
Another aspect of purchasing a business involves the securing of professional 
licensed third party reports. If financing is required for the purchase of a business, 
the financier will most definitely require reports such as market feasibility, 
appraisal, and environmental. Even if there is no requirement for such reports in a 
project, it is vital to obtain them and review the results so that a business project’s 



complete information is disclosed. An experienced attorney may be able to suggest 
and order these reports from reputable companies at reasonable costs. 

 
In circumstances where the seller of an established business does not have the 
necessary financial documentation of the business being sold, or a new business is 
being established, a market feasibility report investigates and delivers information 
on a particular business project’s cash flow and projected profitability. 

 
The recent real estate boom and the uncertainty of future real estate values have 
made the results of an appraisal report crucial. When a business project involves 
real property, an appraisal report provides complete information on the market 
value of the real estate, zoning issues, and possible impediments to future 
marketability. For example, if the real estate restricts certain types of commercial 
activity through zoning, then the purchaser should be aware of these restrictions 
prior to completing the purchase so that obstacles can be avoided in the future. 
Appraisal reports for commercial transactions tend to be quite extensive and 
detailed, and should be reviewed by an experienced attorney who can pinpoint 
issues that may need to be addressed prior to purchase. A diligent purchaser’s 
attorney ensures that remedies are included in the contract from the beginning so 
that any zoning restrictions or deficient valuation in an appraisal report can be 
resolved favorably. 

 
Likewise, when a business project includes the purchase of real estate that has been 
used as a gas station, car wash, or dry cleaning facility, it is vital to obtain an 
environmental report from a licensed firm. An environmental report gives 
reasonable full disclosure as to the environmental issues concerning the subject real 
estate. The reason for securing an environmental report is so that if an 
environmental violation is ascertained, then proper arrangements can be made for 
its cleanup. If such issues are not addressed prior to purchase, any subsequent 
violations can become the obligation of the current owner or financier. If the 
business project involves the leasing of premises that may have environmental 
issues, the commercial lease agreement should contain clauses that require the 
landlord/owner to be responsible and pay for any and all violations that may arise 
during the term of the lease. 

 
Another report that is important in a business transaction involving real estate is 
the title report. A title report issued by a licensed title agency reasonably ensures the 
perimeters of the property, that the real estate being transferred is not subject to 
any judgments, liens, unpaid taxes, or other encumbrances that are the obligations 
of the seller. Generally, any outstanding judgments, liens, unpaid taxes, or other 
encumbrances must be paid and/or resolved prior to closing, so that the purchaser 
gets clear and marketable title to the real estate. Further, a title agency can offer 
title insurance that covers the purchase price as well as the financing amount. 

 
If the business project involves leased premises, it is generally required by financiers 
and advisable to secure judgment, lien, and UCC searches that may be attached to 



the business or its assets that are being sold. Again, all outstanding judgments, liens, 
and UCC filings must be paid and/or resolved prior to closing so that those debts do 
not become the obligations of the purchaser. An experienced attorney generally 
utilizes the services of reputable state authorized agencies to procure such searches. 

 
Lastly, before embarking on a project to own and operate your own business, a latin 
phrase should always be kept in mind during moments of decision: “caveat 
emptor”. That is, “buyer beware”. It may help in avoiding many pitfalls that face a 
business owner.  
 


