

Mr. John E. Smith
Managing Member

MTSO Seller, LLC

C/O Kruse Acquisitions, LLC
tim@kruseacquisitions.com
May 15, 201X
Dear John,

Following up our conversations, MTSO Buyer (MB) proposes to acquire the business of MTSO Seller (MS) under the following general terms and subject to the satisfactory completion of due diligence procedures.   Our purpose in seeking a business relationship with MS is to expand the business model of MB , which we have shared with you, into your geographical area and work together to grow your business.  
Within 10 days of acceptance of this LOI, we will prepare an Asset Purchase Agreement (Agreement), the terms of which will control this transaction and supersede this letter of intent.  The primary proposed deal points are: 
· The transaction will be structured as an asset purchase.
· The purchase price is based upon the following assumptions to be verified during the due diligence period: MS on a run rate basis is generating annual revenues of approximately $2,400,000.
· The projected purchase price is estimated to be 100% of revenue or $2,400,000 subject to performance during a twenty-four month earn-out period. The final purchase price could be higher or lower depending on revenue during the earn-out period.  
· Purchase price is payable as follows: 

1) Initial Payment: The Initial Payment will be $1,440,000 and paid by wire transfer at closing. 

2) Subsequent Payments: We will pay you $40,000 each month for 24 months, subject to actual revenues. The earn-out valuation period will commence on the first of the month following the Closing and continue for twenty-four months.  We will pay you 20% of all revenue received during each of the twenty-four months. 
3) Earnout payments will be wired to you on or before the 15th of each month following the closing and will continue for 24 payments. A late fee of 5% of the payment will be paid on any payment made after the 15th.

· Assets purchased: all customers, contracts and equipment used in the normal operation of the business
· Assets excluded: cash, accounts receivables and all payables and other liabilities. 

· Consulting agreement: You have agreed as a condition to closing this transaction that you will provide assistance in the orderly transition of the customers of MS to MB.  
· Definitive agreement: as previously stated, within 10 days of the signing of this LOI, we will deliver to you a draft definitive asset purchase agreement. The Agreement will contain standard representations, warranties and indemnifications regarding MS and its business.  

· Each party to this transaction will be responsible for their own costs, including those incurred for brokers, legal and other services.  
· We propose a target Close Date of on or before July 31, 201X
· No Shop: MS acknowledges that MB will expend significant resources in conducting due diligence and preparing and negotiating definitive agreements for this acquisition.  In consideration of the foregoing, MS agrees that for a period of 15 days beginning from the execution of this letter of intent, it shall not, and shall cause its shareholders, board members, officers, employees, agents and representatives (including bankers, attorneys and accountants) not to, directly or indirectly, solicit, entertain or encourage bids or offers, provide information related to MS in connection with any bids or offers, or enter into any agreements or arrangements, or engage in any negotiations or discussions of any type whatsoever, relating to the sale or transfer of all or any part of the stock, business or assets of MS.  
· The current owner will enter into a non-compete and non-solicitation agreement with the Purchaser which for a period of 5 years prohibits the Seller from competing with the Purchaser in the selling of or the production of transcription services within the United Sates and from soliciting the customers or the employees of the Purchaser for competitive purposes.

· Within 3 days of your signing this LOI, we will wire to an agreed upon Trust or Escrow account, earnest money equal to 2% of the target purchase price, which will be become part of our initial down payment at closing. 
· If any portion of our cash is contingent upon obtaining financing from a bank or other third party, we agree to authorize your broker to speak directly to our lender and to authorize our lender to make a full disclosure to your broker regarding our financial qualifications and the likelihood of the proposed financing being approved.
Both Companies will cooperate promptly and diligently to promote the new entity and to facilitate the integration of MS and MB. 

Both parties agree to maintain the strict confidentiality of this letter and its terms.

If you are in agreement with the terms and conditions of this letter of intent and desire to proceed on that basis, please sign this letter of intent in the space provided below and return it to Kruse Acquisitions, LLC.  

When I receive a signed copy of this letter of intent, I will provide a list of items that we will need to have to conduct our due diligence.  We are looking forward to working with you to complete this transaction, and as we build the transcription company of the future.  Please don’t hesitate to contact me if you have any questions or comments.  

Sincerely,
__________________________
Joan Doe, Buyer
President and CEO


Acknowledged and agreed:
MTSO Seller, LLC
By:  John E. Smith, Managing Member

