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INTRODUCTION

Prior to starting up an enterprise, a promoter must take several preliminary steps that will
enable him to validate the opportunity at hand and to take the appropriate measures to
ensure that the opportunity is exploited to its full potential.

1.00 PROJECT VALIDATION

First, one must validate the opportunity in question. Givenfthat thi r&ess is at times
speculative in nature, the process is not as simple as it SCEIDS. To complicate matters; the
crucial success factor of an opportunity often 1nvolv ment to the mark ce
or accelerated development of a new pro uct
penetration. Nevertheless, glven the ﬁnan ris
investor that may be solicited, it is always i 1mp

Although an opportunity generally se
necessarily give rise to the creation of
prior to committing time and mon

as a springboard for a busineSs projegt, it need not
enterprise. A number of iss ust/be examined
unity.

The review period that must dertaken falls within t ina teps of forming an

enterprise and plays @, imp e in the decision-making s that will lead to the

launching of an emerp @
1.01
4

and foremost e ource. This resource can take many

h)as an idea, a new f business purchase, a franchise or any site

, a varietygof ex 1ta resources may give rise to a business

proj this stage, it is especiall o avoid being rash, and so one of the duties

of legal counsel, when meeting with 2 o discuss a project, is to challenge its merits so

as to nt the client fr g time and money to a project that may, after

orough review, prove to b ofifable.

Project Viability
4

All too often p ail to spend enough time assessing the viability of a project. In
believe that they must act quickly for fear that someone else will
alize a similar project, and as such they are often ready to leap without
is stage it is, therefore, very important that legal counsel rein in the client’s
ake him realize the importance of thoroughly examining the viability of the

en a client meets with legal counsel to start-up an enterprise and counsel does not
rtain the details as to the nature and viability of the project, it is our view that counsel
ailed in his duty to protect his client. If legal counsel determines that the client has not
conducted a sufficiently in-depth analysis of the project’s viability or profitability, it is
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important for legal counsel to compel his client to slow his pace and take the time to
determine whether the project is truly profitable in the short-, medium- and long-term. The
client has to realize that starting up an enterprise is not a matter of impulse, but rather one of
reflection. As such, if it hasn’t already been done, it is advisable to strongly urge the client
to meet with an accountant or auditor to evaluate the profitability of the project. It is only
once the project’s profitability has been established that one can truly begin the legal phase.

1.03 Soundness of Project
L 4

A positive evaluation of the profitability must not, ever, justify the immediate
acceptance of the business project. In fact, in addi ility, one must alse, be
concerned about the soundness of the prop sed m
examining the legal constraints that may un

enthusiasm and the projected pro
threaten the project. It is onlyme

enterprise.

4
1.04  Comprehensiye Risk As ent

e 1tab111ty and e

By examinin SS e project, one is able to evaluate

the comprehe 1nherent in ject. The quality of a decision is
proportiona 0 prior to making a decision. Urging the

8sess and determi associated with carrying out the project

respect of starting-up the enterprise. It goes

e weak points beforehand, the client will be able
is knowledge before the enterprise is even started-up

ould such threats beeome a reality. Conversely, a client who fails to foresee the potential
itfalls and to formulaté\a re§ponse plan to confront such events may destroy his enterprise

ill ensure that the opportunity is exploited to its full potential. This
ssment of the resources required to properly execute the mission of the
ows from the business project.





