
Understanding the Steps 
Examining the Negotiations Involved in an Acquisition 
 

When you’re looking at purchasing a business, you should have a 

game plan in place. VR Business Sales has worked with many 
entrepreneurs as well as private equity firms in mergers, 

divestments and acquisitions. Many buyers will make an offer on a 
business, but it’s the due diligence and the other steps that are 

critical in making sure you are not overpaying for something that 

lacks the value and growth potential in the long term.  
 
With decades of experience in dealing with all types of transactions, 
VR Business Sales will educate you and facilitate the acquisition 

process to ensure no stone is left unturned. During an initial consultation at your local VR office, your VR 
business intermediary will disclose the many aspects of the transaction process. This includes valuing the 

business and examining whether earnings have not peaked. There are four valuation benchmarks to be 

aware of: 
 

1.) Discounted Cash Flow; 
2.) Price/Earnings Ratio – Ensuring that it doesn’t exceed its corresponding growth rate; 

3.) Price to Book Value Ratio – This will prevent you as the buyer from giving an offer that’s 

more than what the business is worth; 
4.) Price to Sales Ratio – This will help for specific industry comparisons. 

 
VR will assist you in applying these benchmarks before making an offer on the business, giving you 

certain parameters to follow. 
 

Structuring a Transaction 

There are five key elements that you should be implementing to structure the transaction: 
 

 Cash; 

 Stock; 

 Notes; 

 Escrow; and 

 Non-Compete Agreement. 

 
Although there are many other points that may need to be considered in the transaction, the above five 

are essential. 

 
Negotiating All the Odds and Ends before Presenting an Offer 

When going through the transaction process, you will want to hold off on giving an offer until the end. 
First and foremost, you will want to approach any pending issues such as: 

 
 Lease agreements with landlords and owned real estate; 

 Employment agreements; and 

 Length of non-compete agreements. 

 

There are a few ways to finance the acquisition. This includes using cash for business’ net worth, while 

using other assets for the goodwill portion. Notes are also used as a source of payment as well as seller 
financing if that party agrees to the latter during negotiations. Understanding how you will be paying for 

the business has to be determined before you can submit an offer. 
 



A key advantage to using VR Business Sales is the manner in which the VR business intermediary keeps 

negotiations going in a forward progression. Part of the art of negotiating lies in understanding all the 
minor issues that are critical to deal beneath the surface – otherwise known as the iceberg principle. 

There are always concessions in a deal, which is part of the bargaining process. Both sides have to be 
able to communicate their terms, come to an agreement where they will be able to fit within the 

framework of the transaction. VR will help you as the buyer communicate the basis used in the 

foundation to the seller, so that a rationale can be reached for the price that is offered and agreed upon. 
 

 
 

 
 

 

 
 


