financing a business acquisition

financing a business acquisition is a critical aspect of corporate growth strategies for
many entrepreneurs and organizations. Acquiring another business can facilitate
expansion, increase market share, and enhance revenue streams. However, financing such
acquisitions can be complex, requiring careful consideration of various funding options,
strategic planning, and financial analysis. This article will explore the different methods of
financing a business acquisition, the key considerations involved in each financing option,
and best practices for executing a successful acquisition strategy. By understanding these
elements, business owners and decision-makers can navigate the intricacies of financing
an acquisition effectively.
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Understanding Business Acquisition Financing

Financing a business acquisition involves securing the necessary funds to purchase
another company. This process is pivotal as it affects not only the acquirer's financial
health but also the future success of the merged entities. A clear understanding of the
valuation of the target company, the potential for growth, and the overall strategic fit
within the acquirer's portfolio is essential.

The financial landscape for business acquisitions can vary widely based on factors such as
industry, economic conditions, and the size of the companies involved. Therefore,
businesses must conduct thorough due diligence to ascertain the appropriate financing
method that aligns with their financial capabilities and strategic goals.

Additionally, understanding the regulatory environment and ensuring compliance with all
legal requirements is crucial. This comprehensive approach helps in mitigating risks
associated with the acquisition and achieving long-term success post-acquisition.

Types of Financing Options



When it comes to financing a business acquisition, there are several options available.
Each has its own advantages and disadvantages, and the choice often depends on the
specifics of the deal and the acquirer's financial situation. The most common financing
options include:

e Self-Financing: This involves using the acquirer's own capital, such as cash
reserves or liquid assets, to fund the acquisition. While this method avoids debt, it
may deplete essential resources.

e Debt Financing: Businesses can secure loans from banks or financial institutions to
finance the acquisition. This method allows companies to leverage their existing
assets but adds to their liabilities.

e Equity Financing: This involves raising capital by selling shares of the acquiring
company. While this can provide substantial funds, it also dilutes ownership.

e Seller Financing: In this arrangement, the seller finances a portion of the purchase
price, allowing the buyer to pay over time. This method can facilitate a smoother
transaction and align interests.

e Private Equity: For larger acquisitions, private equity firms can provide significant
funding in exchange for equity stakes. This option provides access to capital but
often requires giving up some control.

¢ Government Grants and Loans: Some government programs provide financial
assistance for business acquisitions, especially in targeted industries or regions.
These options often come with specific eligibility requirements.

Key Considerations When Financing Acquisitions

Choosing the right financing option for a business acquisition involves multiple
considerations. Here are some factors to keep in mind:

Valuation of the Target Company

Accurately valuing the target company is fundamental to determining how much financing
is needed. This process often involves analyzing financial statements, market conditions,
and future growth prospects. A proper valuation helps in negotiating the purchase price
and assessing the feasibility of various financing methods.



Financial Health of the Acquirer

The acquirer's financial stability is crucial in determining which financing options are
viable. Companies with strong cash flows and low debt levels may find it easier to obtain
favorable loan terms compared to those with weaker financial positions.

Market Conditions

Current economic conditions can significantly impact financing options. For instance,
during economic downturns, lenders may tighten their lending criteria, making it
challenging for businesses to secure debt financing. Conversely, a robust economy may
provide more favorable terms.

Strategic Fit

Considering how the acquisition aligns with the overall business strategy is essential. A
well-aligned acquisition is more likely to succeed and generate a return on investment,
which is crucial when evaluating financing options.

Best Practices for Financing Business
Acquisitions

Successfully financing a business acquisition requires careful planning and execution.
Here are some best practices to consider:

e Conduct Thorough Due Diligence: Before finalizing any acquisition, conduct
extensive due diligence to understand the financial, operational, and strategic
aspects of the target company.

 Engage Financial Advisors: Consulting with financial advisors can provide valuable

insights into the financing process and help identify the best funding options tailored
to the specific acquisition.

e Prepare a Detailed Financial Plan: A comprehensive financial plan that outlines
funding sources, projected cash flows, and repayment strategies is essential for
securing financing and guiding the acquisition process.

¢ Negotiate Terms Carefully: Whether dealing with lenders, investors, or sellers,
negotiating favorable terms can significantly impact the overall cost and success of
the acquisition.



e Monitor Post-Acquisition Performance: After the acquisition, continuously
monitor financial performance to ensure that the acquisition meets its intended
objectives and financial projections.

Conclusion

Financing a business acquisition is a multifaceted process that requires careful
consideration of various funding options, strategic alignment, and financial health. By
understanding the different financing methods available and the key considerations
involved, businesses can make informed decisions that enhance their growth prospects
and operational efficiency. Implementing best practices in the acquisition process ensures
that organizations can navigate the complexities of financing effectively, positioning
themselves for long-term success in their respective markets.

Q: What is the best way to finance a business
acquisition?

A: The best way to finance a business acquisition depends on various factors, including the
acquirer's financial situation, the size of the acquisition, and the market conditions.
Common methods include self-financing, debt financing, equity financing, and seller
financing. Each has its advantages and should be evaluated based on the specific
circumstances of the acquisition.

Q: How does seller financing work?

A: Seller financing involves the seller providing a loan to the buyer to cover a portion of
the purchase price. This arrangement allows the buyer to pay back the loan over time,
often with interest. It can facilitate the acquisition process by reducing the upfront cash
required and aligning the seller's interests with the buyer's success.

Q: What are some risks associated with financing a
business acquisition?

A: Risks associated with financing a business acquisition include over-leveraging, which
can strain cash flow, integration challenges post-acquisition, and potential misvaluation of
the target company. Additionally, external factors such as market downturns can impact
the acquirer's ability to service debt or achieve projected growth.

Q: How important is due diligence when financing an



acquisition?

A: Due diligence is critical when financing an acquisition as it helps uncover potential
liabilities, evaluate the target company's true value, and assess its operational and
financial health. Thorough due diligence minimizes risks and enables more informed
financing decisions.

Q: Can government programs assist in financing
business acquisitions?

A: Yes, various government programs can assist in financing business acquisitions,
particularly through grants, loans, or favorable terms for small businesses or specific
industries. Eligibility requirements vary, and it is essential to research available programs
that align with the acquisition goals.

Q: What role do financial advisors play in financing
acquisitions?

A: Financial advisors play a crucial role in providing expertise and guidance throughout
the acquisition process. They can assist in evaluating financing options, conducting due
diligence, preparing financial projections, and negotiating terms, ultimately helping to
ensure a successful acquisition.

Q: Is it better to finance an acquisition with debt or
equity?

A: The choice between debt and equity financing depends on the specific circumstances of
the acquisition and the acquirer's financial position. Debt financing can allow for retaining
ownership but increases liabilities, while equity financing may dilute ownership but does
not require repayment. The best option should align with the acquirer's long-term strategy
and financial goals.

Q: What are the potential benefits of acquiring another
business?

A: The potential benefits of acquiring another business include increased market share,
enhanced product offerings, access to new customers, improved operational efficiencies,
and revenue growth. A successful acquisition can significantly bolster a company's
competitive position in its industry.



Q: How should a company prepare for an acquisition?

A: A company should prepare for an acquisition by conducting a thorough analysis of its
financial health, defining strategic goals, identifying potential target companies, and
assembling a team of advisors. A well-structured plan that includes a detailed financial
strategy and integration plan is crucial for a successful acquisition.
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first deal or seeking to refine your existing M&A strategy, this book will empower you with the
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Grunau distills the complexities of the purchase and sale of businesses into a plain English and
common sense-format that will allow inexperienced buyers or sellers to confidently spot and
navigate potential minefields in the transaction. Undoubtedly, the book can allow its reader to make
better decisions-ones that will lead to successful results, profitability and peace of mind! -Thomas
Lombardi, Founding Partner, Palmer, Lombardi, Donohue Law Firm Learn the ins and outs of buying
privately held businesses and take the first step to accomplishing your dreams and becoming a
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of experience, explains how you, too, can become your own boss. In this comprehensive guide on
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owning your own future, you'll learn: How to finance an acquisition with Small Business
Administration financing; How to use your 401K or IRA funds to buy a business without penalties or
taxes; How to write offers; How to conduct due diligence; How to develop a 100-day and first-year
plan; How to develop an exit strategy; And much more! Unveil the mystery and secrets behind how
deals are really done that only the insiders know. With this book, the process is demystified with
step-by-step practical examples, tools, and tips that are easy to follow and apply. Whether you are
ready to search for the right business, obtain financing, or determine the value of what you want to
buy, Grunau carefully guides you every step of the way. It's time to stop sitting on your hands; it's
time to Own Your Future.
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providing students with the ability to discern the most promising opportunities in the digital sphere.
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industries by analyzing trends and assessing market demands. Further, the course teaches how to
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In the Scoping section, students develop the skills to critically evaluate financial health and
performance metrics, ensuring they can assess the viability of potential purchases.Conducting due
diligence is critical to any acquisition, as students will explore key investigative techniques to verify
a business's legitimacy and market position. Understanding legal considerations forms a critical
pillar of the course, equipping learners with the knowledge required to prepare robust purchase
agreements and navigate regulatory requirements seamlessly.The skill of negotiation is paramount,
and students will master tactics that lead to successful deal closure. Our resources emphasize the
importance of negotiation and agreements, teaching effective methods to finalize and close deals.
Post-acquisition, the course covers crucial areas such as transition planning to ensure a seamless
handover and maintaining operational stability. By implementing effective support structures,
students will prepare to address any emerging challenges smoothly.Finally, strategies for business
improvement and operational changes are explored thoroughly, enabling students to identify growth
opportunities and optimize operations effectively. The course concludes by teaching how to measure
success and analyze returns on investment, ensuring that your business acquisition leads to
rewarding outcomes. Upon completion, students will have transformed into confident
decision-makers, capable of navigating the complexities of online business acquisitions with
precision and foresight.

financing a business acquisition: Changes to SBA financing programs needed for
revitalization of small business manufacturers United States. Congress. House. Committee on
Small Business, 2003

financing a business acquisition: Accounting for Financial Instruments Emanuel
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shifts within the industry, rapid changes in information technology, trends toward business
combinations, statutory laws, and global competition have contributed to breaking down the
geographic and product barriers that once separated traditional financial institutions from other
financial entities. This complete authoritative resource is designed for all financial professionals
involved in business valuations, mergers, and acquisitions, and includes: * How operations are
regulated * How organizations are valued and why they merge * Related accounting standards *
Merger and acquisition processes * The Gramm-Leach-Bliley Financial Modernization Act of 1999 *
Target bank analysis and tax requirements . . . and much more. Written by an expert in the field,
Financial Institutions, Valuations, Mergers, and Acquisitions is an essential tool for keeping up with
the increasing and crucial changes in the financial services industry.
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David A. Broadwin, 1997 Disk contains forms from the printed text in WordPerfect 5.1 format.
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hard to build a company from the ground up, or perhaps you've turned around an underperforming
firm. You're ready to cash in on your hard work, but what exactly do you need to do? To ensure a
smooth transition, protect your brand, and get the best price, you must do homework. Whether you
handle the sale yourself or hire a professional, a basic understanding of the process will help you
make the right decisions. Ted Folkert, a seasoned entrepreneur, draws upon his diverse business
dealings so you can - transfer ownership of small, midsize, and large companies; - avoid pitfalls that
could lengthen the selling process; and - make simple changes to boost the value of your business.
Folkert has owned manufacturing operations, public parking facilities, real estate firms, and more,
and his case studies of failed transactions and successful transactions can give you the knowledge to
make the right moves in real-life situations. Regardless of the size of your business, you need to
know how to determine its value, prepare for a sale, and protect your interests as you enter the
negotiation process. Get the tools you need to succeed in Selling Your Company.
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Amir, Marco Ghitti, 2021-02-02 Mergers and acquisitions (M&As) reshape the corporate landscape
helping companies expand market share and gain a strategic advantage. The ability to understand
and analyze these transactions is a crucial skill. The first step in acquiring that skill is being able to
gather and analyse information on M&As from public sources, such as financial statements. This
textbook helps its readers better analyze M&A transactions using information provided in financial
statements. Covering accounting and reporting of consolidations, goodwill, non-controlling interests,
step acquisitions, spin-offs, equity carve-outs, joint ventures, leveraged buyouts, disposal of
subsidiaries, special purpose entities, and taxes, it focuses on the link between underlying economic
events and the information in financial statements and how this link affects the assessment of
corporate performance. The first part of the book provides description of the accounting rules
governing M&A transactions, while the second part includes cases of M&A transactions. Each case
focuses on a different element of an M&A transaction, and it is followed by a detailed solution with a
complete analysis. Unlike other books in this field, this textbook focuses exclusively on accounting
and financial analysis for graduate and upper undergraduate level courses in financial analysis,
corporate finance, and financial accounting.

financing a business acquisition: Advances in Mergers and Acquisitions Cary L. Cooper,
Sydney Finkelstein, 2012-01-02 Focuses on the studies of the advances in mergers and acquisitions




from scholars in different countries, with different research questions, relying on different
theoretical perspectives. This title helps scholars think about mergers and acquisitions in different
ways.

financing a business acquisition: Black Enterprise , 1991-04 BLACK ENTERPRISE is the
ultimate source for wealth creation for African American professionals, entrepreneurs and corporate
executives. Every month, BLACK ENTERPRISE delivers timely, useful information on careers, small
business and personal finance.

financing a business acquisition: Mergers, Acquisitions and International Financial
Regulation Daniele D'Alvia, 2021-11-29 This is a much-needed work in the financial literature, and
it is the first book ever to analyse the use of Special Purpose Acquisition Companies (SPACs) from a
theoretical and practical perspective. By the end of 2020, more than 240 SPACs were listed in the
US (on NASDAQ or the NYSE), raising a record $83 billion. The SPAC craze has been shaking the
US for months, mainly because of its simplicity: a bunch of investors decides to buy shares at a fixed
price in a company that initially has no assets. In this way, a SPAC, also known as a blank check
company, is created as an empty shell with lots of money to spend on a corporate shopping spree.
Could the trend be here to stay? Are SPACs the new legitimate path to traditional IPO? This book
tackles those questions and more. The author provides a thorough analysis of SPACs including their
legal framework and how they are used as a risk mitigation tool to structure transactions. The main
objectives of the book are focused on finding a working definition for SPACs and theorising on their
origins, definition, and evolution; identifying the objectives of financial regulation within the context
of the recent financial crisis (2007-2010) and the one that is currently unfolding (Covid-19); and also
describing practical examples of SPACs through a comparative study that, for the first time, outlines
every major capital market on which SPACs are listed, in order to identify a possible international
standard of regulation. The book is relevant to academics as well as policymakers, international
financial regulators, corporate finance lawyers as well as to the financial industry tout court.

financing a business acquisition: Financial Accounting in an Economic Context Jamie
Pratt, Michael F. Peters, 2017-01-10 Financial Accounting, 10th Edition, by Jamie Pratt and Michael
Peters, provides students with a clear understanding of financial accounting by framing accounting
processes in the context of real world business practices. It builds solid foundations in the
mechanics of preparing the financial statements and the theories underlying the accounting
measures of performance so that students can clearly understand the economic consequences
associated with financial accounting choices. Pratt & Peters Financial Accounting explores key
themes of measurement, decision-making, and economic factors.--Publisher description

financing a business acquisition: The SBA Loan Book Charles H Green, 2010-12-18 Spurred
by President Obama, the Small Business Association has stepped up its loan program to companies
around the nation. But to receive an SBA-guaranteed loan, firms must navigate a complex course of
processes, qualifications, documentation, and approvals. You need this new edition of Charles
Green's invaluable book to chart the best way to apply for and get an SBA loan. Green wastes no
time in showing: Why an SBA loan guarantee is a good option in tough economic times How to
choose the right bank at a time when many banks have failed and credit is tight What the new rules
and regulations say about the paperwork and documentation loan applicants must supply In today's
turbulent economic climate, solid financial backing is the key to small business survival. And this
fully updated guide to SBA loans will help you land it.

financing a business acquisition: Getting a Business Loan Ty Kiisel, 2013-11-04 Describes
alternative lending sources for small businesses, as well as traditional funding sources.

financing a business acquisition: Starting a Business When You're Afraid to Michaela
Cavallaro, 2021-01-12 Do you want to be your own boss? Here are all of the facts, tips and tricks of
the trade you need to know to open and operate your own business This comprehensive guide
provides all of the information you need to evaluate your big idea, find the perfect space, hire the
right staff, and get a steady stream of customers coming in the door. From legal and accounting, to
HR and inventory management, StartiYour Own Business and Be Free guides entrepreneurs through




the essential steps and strategies to launch a company that will stand the test of time.

financing a business acquisition: Acquire & Grow: Outsmart the Startup Game by
Buying Small Businesses Julian Mateo Reyes, 2025-09-05 The startup world promotes a difficult
path. Founders are told to build something from nothing, facing high risks and a great chance of
failure. This approach often requires years of hard work before any profit is made. There is a more
direct path to owning a profitable company. Acquire & Grow shows you how to bypass the startup
phase entirely by buying an existing small business. You can start with a company that already has
customers, employees, and positive cash flow from your first day. This book provides a clear plan to:
Find good, profitable businesses that are currently for sale. Analyze any business to understand its
true financial health. Structure deals and secure financing with little upfront cash. Negotiate
purchase terms that favor you as the buyer. Apply simple strategies to grow the business after you
take over. This guide is for anyone who wants to be an entrepreneur without the extreme risks of
starting from scratch. It gives you a practical system for finding, buying, and growing a company.
Stop building from zero. Start with a business that already works. Click the BUY NOW button to
learn the smarter path to business ownership.

financing a business acquisition: Raises.com Guide: Starting Your Real Estate or
Business Acquisitions Private Equity Firm Natu Myers, 2023-01-03 The official Raises.com
step-by-step summary for real estate investors and business buyers explains how to create funds and
raise capital rapidly. This is the culmination of practical lessons learned after Natu Myers and his
team helped over 200 real estate investors and business buyers create and close over $200m for
their new real estate syndications, real estate funds, and business acquisitions in less than two
years.
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Association. National Institute, 2007
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needs. Get more information about funding your business with

Loans | U.S. Small Business Administration Find out which SBA-guaranteed loan program is
best for your business, then use Lender Match to be matched to lenders. The U.S. Small Business
Administration (SBA) helps small businesses

What is financing? - PayPal US Financing is the process of receiving funds from a lender to help
make a purchase and then paying those funds back over time. For example, someone may want to
finance big

Small Business Financing - City of Minneapolis We can match what they lend you, up to
$75,000. Each package has unique eligibility requirements and repayment terms. We work with
private lenders to fund the growth

Financing: What It Means and Why It Matters - Investopedia Financing allows you to raise
cash to fund business activities, make investments, or make purchases. There are two types of
financing: debt financing and equity financing

Financing - Overview, Types, and Key Considerations What is Financing? Financing refers to
the methods and types of funding a business uses to sustain and grow its operations. It consists of
debt and equity capital, which are used to carry

Finance | Definition, Types, & Facts | Britannica Money Finance, of financing, is the process of
raising funds or capital for any kind of expenditure. It is the process of channeling various funds in



the form of credit, loans, or invested capital to those

Synchrony Financing Options for Consumers - Synchrony When it comes to paying for your
purchases, Synchrony gives you a robust suite of financing options. Find the one that works for you.
Buy the things you love. Browse our partners for

Financing 101: Understanding the Basics of Business - Razorpay Learn the basics of
business financing with our detailed guide. Understand types of financing, how it works & why it's
important for businesses

FINANCING Definition & Meaning - Merriam-Webster The meaning of FINANCING is the act
or process or an instance of raising or providing funds; also : the funds thus raised or provided
Small Business Loans - Compare Loan Types and Start Your Explore our small business
financing options and find out how to use small business loans and credit to finance your business
needs. Get more information about funding your business with

Loans | U.S. Small Business Administration Find out which SBA-guaranteed loan program is
best for your business, then use Lender Match to be matched to lenders. The U.S. Small Business
Administration (SBA) helps small businesses

What is financing? - PayPal US Financing is the process of receiving funds from a lender to help
make a purchase and then paying those funds back over time. For example, someone may want to
finance big

Small Business Financing - City of Minneapolis We can match what they lend you, up to
$75,000. Each package has unique eligibility requirements and repayment terms. We work with
private lenders to fund the growth

Financing: What It Means and Why It Matters - Investopedia Financing allows you to raise
cash to fund business activities, make investments, or make purchases. There are two types of
financing: debt financing and equity financing

Financing - Overview, Types, and Key Considerations What is Financing? Financing refers to
the methods and types of funding a business uses to sustain and grow its operations. It consists of
debt and equity capital, which are used to carry

Finance | Definition, Types, & Facts | Britannica Money Finance, of financing, is the process of
raising funds or capital for any kind of expenditure. It is the process of channeling various funds in
the form of credit, loans, or invested capital to those

Synchrony Financing Options for Consumers - Synchrony When it comes to paying for your
purchases, Synchrony gives you a robust suite of financing options. Find the one that works for you.
Buy the things you love. Browse our partners for

Financing 101: Understanding the Basics of Business - Razorpay Learn the basics of
business financing with our detailed guide. Understand types of financing, how it works & why it's
important for businesses

FINANCING Definition & Meaning - Merriam-Webster The meaning of FINANCING is the act
or process or an instance of raising or providing funds; also : the funds thus raised or provided
Small Business Loans - Compare Loan Types and Start Your Explore our small business
financing options and find out how to use small business loans and credit to finance your business
needs. Get more information about funding your business with

Loans | U.S. Small Business Administration Find out which SBA-guaranteed loan program is
best for your business, then use Lender Match to be matched to lenders. The U.S. Small Business
Administration (SBA) helps small businesses

What is financing? - PayPal US Financing is the process of receiving funds from a lender to help
make a purchase and then paying those funds back over time. For example, someone may want to
finance big

Small Business Financing - City of Minneapolis We can match what they lend you, up to
$75,000. Each package has unique eligibility requirements and repayment terms. We work with
private lenders to fund the growth

Financing: What It Means and Why It Matters - Investopedia Financing allows you to raise



cash to fund business activities, make investments, or make purchases. There are two types of
financing: debt financing and equity financing

Financing - Overview, Types, and Key Considerations What is Financing? Financing refers to
the methods and types of funding a business uses to sustain and grow its operations. It consists of
debt and equity capital, which are used to carry

Finance | Definition, Types, & Facts | Britannica Money Finance, of financing, is the process of
raising funds or capital for any kind of expenditure. It is the process of channeling various funds in
the form of credit, loans, or invested capital to those

Synchrony Financing Options for Consumers - Synchrony When it comes to paying for your
purchases, Synchrony gives you a robust suite of financing options. Find the one that works for you.
Buy the things you love. Browse our partners for

Financing 101: Understanding the Basics of Business - Razorpay Learn the basics of
business financing with our detailed guide. Understand types of financing, how it works & why it's
important for businesses

FINANCING Definition & Meaning - Merriam-Webster The meaning of FINANCING is the act
or process or an instance of raising or providing funds; also : the funds thus raised or provided
Small Business Loans - Compare Loan Types and Start Your Explore our small business
financing options and find out how to use small business loans and credit to finance your business
needs. Get more information about funding your business with

Loans | U.S. Small Business Administration Find out which SBA-guaranteed loan program is
best for your business, then use Lender Match to be matched to lenders. The U.S. Small Business
Administration (SBA) helps small businesses

What is financing? - PayPal US Financing is the process of receiving funds from a lender to help
make a purchase and then paying those funds back over time. For example, someone may want to
finance big

Back to Home: https://ns2 .kelisto.es



https://ns2.kelisto.es

