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We realize that finding and buying a 

good business isn’t easy, and may be 

one of the most important decisions in 

your life. This guide is designed to 

answer many of your questions and 

help you understand that Valued 

Representation throughout this process 

is key to a successful transaction.

In 1979, VR set out to revolutionize the 

way businesses change hands. Today, 

we’re the innovative leader in the sale 

of privately held companies. With 

diligence and expertise, a commitment 

to our clients and unsurpassed profes-

sionalism, we are proud that “VR has sold 

more businesses in the world than 

anyone.”®

The entrepreneurial boom has changed 

the face of business. As this movement 

continues to surge forward, VR Business 

Sales, and VR Mergers & Acquisitions, 

remain at the forefront with Valued 

Representation. Everyday, more and 

more business buyers and sellers 

demand our proven skills and resources 

to help them succeed in an increasingly 

complex market.

If you are motivated by personal 

accomplishment, stimulated by challenge 

and want freedom to make your own 

decisions, then business ownership 

is for you.

At VR, our most important goal is for 

each transaction to stand the test of time 

by satisfying the needs and ambitions of 

both buyer and seller.

Congratulations 
on taking the first step to owning 
your own business.



1.

WHY DO BUYERS USE VR?

When entrepreneurs buy a business,

they buy much more than inventory,

equipment and fixtures. They buy a new

lifestyle or an opportunity to expand into 

new markets. 

By working with VR, you have the 

decided advantage of dealing with a 

global business intermediary organization. 

Each VR Business Intermediary 

combines his or her experience with the 

cumulative knowledge of the VR network 

and applies this service to your local 

market.

If you’re looking for a small- or mid-size business to buy, you probably have a lot of 
questions. Questions like….

HOW do I get started?

HOW do I find a business that matches my needs and expectations?

HOW do I get financial information from the seller?

WHAT is a business really worth?

WHAT strategy should I use when making an offer?

WITH whom can I discuss my expected return on my investment?

WHO will write the Purchase and Sale Agreement?

WHEN should I get an attorney or accountant involved?

HOW do I get the lease I want?

HOW can I be sure this is the right business for me?

HOW do I find Valued Representation?
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WHY BUY A BUSINESS?

Job Security

                     Financial Independence

Personal Growth and Satisfaction

        Control Your own Destiny

                   Pride of Ownership

                        Creative Freedom

                                                    Wealth Creation

VR outlines the process of buying a

business. The more a buyer knows

about this process, the more satisfied he

or she will be with the ultimate decision.

At VR, we explain what to look for, what

to question, what to expect throughout

the transaction, and therefore help you

fulfill your dream of business ownership.
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SERIOUS BUSINESS OWNERS USE VR.

1. World’s Premier Network

VR Has Sold More Businesses In The 

World Than Anyone.®

VR offices around the globe market 

your business both domestically and 

internationally, to an array of professional 

and sophisticated buyers.

2. VR’s Exposure

Through our proprietary Intranet system, 

VR is able to market your business 

directly to every office inside our 

organization and on a multitude of 

business for sale websites. Our own site 

www.vrbb.com gives exposure to your 

business through the most professional 

presence on the Web today.

3. Knowledge

While competitors consider this an

industry, VR has made it our profession

since 1979. Through the experience of

selling hundreds of thousands of

businesses, attracting the most qualified

people, and having a corporate culture

that puts emphasis on client needs, you

can rely on your VR professional to be

the best individual available to aid you in

the sales transaction.

Sometimes buyers wonder why an educated seller uses an intermediary to sell a
business. Here are some of the reasons smart sellers select Valued Representation 
through VR.
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most of his or her time trying to sell 

the business instead of actively 

managing it, profits and the value 

of the business can decline.

7. Documentation

We obtain needed information from the 

seller – the proper documentation so 

buyers can successfully navigate the 

purchase of a business.

8. Integrity

Our sellers know that we will not 

knowingly misrepresent their business to 

the buyer. They also know that we won’t 

mislead them when a fair offer comes in. 

We approach selling each business as if 

we were selling our own. Working side by 

side with the seller, we guide him or her 

through the process until he or she 

reaches their goal: to obtain a fair price 

from a qualified buyer.

4. Qualifying

Owners ask us to introduce only qualified 

buyers to their business. Based on our 

knowledge of buyers’ and sellers’ needs, 

we can match the right buyer with the 

right businesses and suggest sources 

of financing if needed through our 

lending relationships. 

5. Confidentiality

We realize the importance of maintaining 

confidentiality and negative effects a 

breach in this relationship may cause to 

the value of a business. We have a  

competitive advantage over the owner 

selling his or her own business since 

they have great difficulty keeping the 

sale process secret from key employees, 

customers, suppliers and competitors. If 

any of these people learn that the owner 

is contemplating a sale, the business 

value can decrease.

6. Time

It can take a business owner several 

years to sell without a professional 

business intermediary and Valued 

Representation. If the owner spends 

ENGAGE VALUED REPRESENTATION THROUGH VR
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BUYING VS. START-UP

A Proven Location

The Right Product

Management

Buying an existing business has allowed

someone else to take the high initial risks

and costs of starting a business. Buying 

an established business provides you 

with two of the necessary components of 

success – a proven location (customer 

base) and the right product. You provide 

the third ingredient – management.

Most established businesses continue to be successful.

WHY?

Poor Location

Low Product Quality

Under Capitalized

No Management Skills

Purchasing a business with a proven 

track record can decrease your risk 

and increase your life style.

Government surveys show over 75% of start-up businesses
fail in the first 3 years.

WHY?



6.

FINANCING.

In most small- and mid-size private business purchases, the seller
provides some form of financing. This has several advantages
over bank financing. 

Bank - Set interest rate
Seller - Negotiable interest rate

Bank - Difficult credit checks
Seller - Simple credit checks

Bank - Long approval process
Seller - Short approval process

Bank - Your home and personal collateral for loan
Seller - Business as collateral

Bank - No seller commitment to future success of business
Seller - Greater seller commitment to your success

Bank - Narrow pool of money resources
Seller - Seller is resource
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RISK VS. PRICE

Some buyers look for the “perfect” 

business (high profits, low risk, great 

potential, easy to run, no problems, etc.). 

If they can ever find a business like that, 

the price will be very high, and they will 

be competing with well-financed industry 

professionals and corporate buyers to 

purchase the business.

Other buyers look for very inexpensive 

businesses, often closed down or failing. 

These businesses are very risky and 

may involve a significant additional 

investment to make them profitable. 

They are usually best left to industry 

professionals or corporate buyers who 

can afford the cost and the risk.

Most of the businesses VR sells are in 

the “Safety Zone.” These businesses 

are priced lower than the “perfect” 

business, if it exists, but are less risky 

than the closed or failing business. 

These businesses also offer equilibrium 

between potential and risk. The key is to 

locate a business that is well 

established, but has some identifiable 

opportunities to improve. This way the 

business will be affordable and you reap 

the benefits and profits from the 

improvements you have implemented.
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METHODS FOR PRICING A BUSINESS.

2. Asset Method

A combination of “Furniture, Fixtures and 

Equipment” (FF&E), the inventory and a 

multiple of Discretionary Earnings (DE).

3. Gross Sales Method

3- to 12-months gross sales; again 

depending on the business, the economy 

and the industry trend.

4. Comparable Sales/Market Method

This method compares sales of similar 

businesses and also the valuation 

multiples from these acquisitions. 

An adequate number of comparable 

companies is necessary to produce 

credible results. Price is usually related 

to cash flow and varies with the 

financing terms agreed upon. Price will 

also depend on the type of business, 

the value of the assets, general 

attractiveness of the business and 

future potential, among other factors. 

True market value is what a buyer 

agrees to pay and a seller agrees to 

accept (without undue pressure).

Most small business owners have been 

creative to minimize taxes, therefore, 

their books and records must be Recast 

or Normalized to reflect the true picture 

of the businesses money-making 

capabilities. This means working to add 

back to profitability all of the legally 

taken charges to expenses that weren’t 

absolutely necessary. Your VR Business 

Intermediary will be happy to explain this 

process in greater detail.

There are many methods of
pricing a business. The most
commonly used are:

1. Cash Flow Method

A multiple of the annual cash flow (which 

we refer to as Discretionary Earnings or 

“DE,” or Earnings Before Interest and 

Taxes or “EBIT”). This multiple can vary 

widely depending on the business, the 

economy and the industry trend.
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HOW TO DETERMINE THE CORRECT
PRICE OF A BUSINESS.

The monetary investment you have in

the business is considered the down

payment. After that, the business pays

for itself from cash flow. So actually, you

are receiving the benefit of leveraging.

Therefore, if you can buy a business

with the amount you have for your down

payment, and the business makes the

debt payments, and you still earn your

desired income…

…congratulations, you 
have found a business 
worth acquiring.
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WHAT’S AN OFFER TO PURCHASE?

If any of the contingencies in an offer 

are not met within the time frame you 

set, the offer is void and your deposit is 

returned to you.

Most offers also have conditions 
imposed on the seller, such as:

Providing a non-compete agreement

Agreeing to a specified training period 

for the buyer

Confidentiality of the terms and 

conditions of the sale

Most Offers to Purchase have 

contingencies, that is, they become void 

unless certain things happen.

All offers are contingent 
upon, or subject to:

Your price and terms being accepted

An offer could also be 
contingent upon:

Books and records approved 

(to your satisfaction) 

All equipment being in working condition 

Assignment of lease 

The business being sold free and clear 

of debt 

Ability to get necessary licenses 

and permits

Business passing necessary inspections

An Offer to Purchase is just that – an offer. If it is not accepted
by the seller within the time limit you set, your offer is void.
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FINANCING THE BUSINESS ACQUISITION.

Seller Financing

One of the simplest and best ways to 

finance the acquisition of a business is to 

work closely with the seller. The terms 

offered by sellers are usually more 

flexible and more agreeable to the buyer 

than those from a third-party.

Bank/Institutional Financing

Bank/Institutional Financing offers 

buyers attractive loan terms and interest 

rates while eliminating or reducing the 

need for the seller to carry a note. 

This means a lower down payment and 

lower debt service for the buyer, which 

translates into more net income for the 

buyer. Both of these factors make 

Bank/Institutional Financing attractive.

Valued Representation by your VR

Intermediary will include exploring these

and other types of favorable financing

options available to you as a qualified

buyer. During the buyer qualification

process, VR will council you and help

manage your expectations once an offer is

accepted by the seller.

The epidemic of corporate downsizing

has made business ownership a more 

attractive proposition than ever before. 

As increasing numbers of prospective 

buyers embark on the process of 

becoming independent business owners, 

many voice a common concern: How do 

I finance the acquisition?

Buyer’s Personal Equity

In most small- and mid-size business 

acquisitions this is a key element. 

Anywhere from 20% to 50% of capital 

needed to purchase a business comes 

from the buyer.
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THE 20 STEP BUYING PROCESS.

businesses, and select some that appeal 

to you and which you are qualified to 

acquire. You will have the ability to review 

confidential business profiles that, in part, 

summarize the business, its financial 

information, facility and lease information.

5. Business Presentation 

We present to you the businesses you 

are interested in and discuss the 

opportunity surrounding each. These 

initial presentations can vary from digital 

presentations in our boardrooms, to 

actual on-site visits as the information 

process moves forward. It is critical to 

remember when visiting any business, 

that the fact it is for sale is highly 

confidential and you must be careful 

to maintain this confidentiality during 

the visit.

6. Meeting with the Seller

A meeting between you, the seller and 

your VR Intermediary may take place if 

you are interested in obtaining more 

information regarding the business, and 

seriously consider it as a candidate for 

acquisition. This gives you the chance to 

ask questions you may have about how 

the business operates and allow 

the seller to feel comfortable in who is 

acquiring their business.

1. Commitment

Your commitment to purchase a business 

at price and terms consistent with the 

marketplace is a major undertaking.

2. Non-Disclosure Agreement (NDA)

You sign a Non-disclosure Agreement 

thereby promising to maintain 

confidentiality for all the information 

provided to you on the businesses we 

review, discuss or present.

3. Buyer Profile  

By completing the Buyer Profile, you are 

providing us with information about 

yourself such as a resume, financial 

statements and available capital to invest. 

The more we know about you, the more 

likely it is we can find a business for 

which you are qualified to acquire. The 

more information we provide to the seller 

and financing sources, the stronger your 

negotiating position.

Note:

Both the NDA and Buyer Profile are

required before we disclose confidential 

information regarding a business.

4. Opportunity Review

Together we discuss and review various 

types of industries and specific 
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amendments, if necessary, you have 

mutual acceptance and it then becomes 

a contingent Purchase Agreement.

11. Due Diligence and Inspection

At this stage the examination of financial 

records and other operational, inventory, 

management and lease reviews take 

place. The due diligence and inspection 

stages are critical for the buyer to confirm 

that what the seller has claimed to be is 

truthful and accurate, and meets the 

conditions of your offer.

12. Contingency Removal

You remove all contingencies as each is 

resolved or met in the Agreement. Once 

completed, it is a binding agreement.

13. Escrow

Your VR Intermediary will send the

Purchase Agreement and other documents 

to the escrow company who then drafts the 

escrow documents and deposits the earnest 

money deposit check into their trust account. 

Escrow is “open” as soon as both buyer and 

seller have signed the escrow documents. 

Depending on where you live or are acquiring 

the business, this process may be handled by 

parties other than an escrow company. Your 

VR Intermediary can inform you – in detail – 

what to expect in your market.

7. Offer to Purchase

With the assistance of your VR 

Intermediary, the next step is to prepare 

an Offer to Purchase on our standard 

Purchase Agreement for the business. 

A Letter of Intent may be used on larger 

valued transactions. An Offer to Purchase 

or Letter of Intent will include an earnest 

money check along with contingencies that 

are to be satisfied during Due Diligence.

8. Present Offer

The VR Intermediary presents your offer to 

the seller and takes the time necessary to 

explain the terms and conditions of your 

offer to the seller and their decision makers.

9. Background

With your approval, your VR Intermediary 

provides to the seller your background, 

financial information, experience and point 

of view in arriving at the offering price, 

and terms and conditions. Favorable 

background information about you will result 

in favorable consideration to your offer.

10. Acceptance or Counter Offer

The seller will either accept the Offer to 

Purchase as it is written, or will present 

a counter offer. Once buyer and seller 

agree to all terms and conditions of the 

sale, sign all counter offers and

THE 20 STEP BUYING PROCESS (cont.)



14.

17. Note & Equipment Lease 

The VR Intermediary will work with you, 

the seller, and your legal representative 

to have any agreed upon notes and 

equipment leases assigned to you or 

your new corporate entity.

18. Inventory

Arrangements are made for you and 

the seller to count and price the 

inventory if it applies to the business 

you are acquiring. If it is a large or 

complex inventory it may be necessary 

to outsource this function to an 

inventory service.

19. Closing

Signing of the final closing documents 

may be done in person or, in many cases, 

via courier, e-mail or fax. These arrange-

ments will be agreed upon by all parties 

prior to closing. 

20. Training

Agreed upon training with the seller 

commences after the closing and during 

the change of possession. The terms and 

length of seller involvement training is 

agreed to as part of the executed 

Purchase Agreement.

14. Lien Search

The legal representation for the buyer or 

the escrow company performs a lien 

search on the business to identify any 

secured creditors. Liens to secured 

creditors will be removed prior to closing. 

During the lien search there will also be 

an investigation for tax clearances.

15. Business License

During the escrow period the buyer, 

with their aid of their advisors, will be 

obtaining liability insurance for the 

business, workers’ compensation 

insurance (if required), all necessary 

business licenses, employer identification 

numbers and form the appropriate 

business entity.

16. Lease Assignments

The seller’s landlord may require the 

assignment of the existing lease or an 

entirely new one. You will, with the seller 

and the landlord, obtain the necessary

documentation for closing. This is 

another critical step and one of your 

remaining contingencies. It is important 

to provide the landlord with a complete 

personal financial statement, resume 

and lease application promptly. 

THE 20 STEP BUYING PROCESS (cont.)
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THE FINANCIAL REVIEW.

work with your VR Intermediary to locate 
other qualified businesses.

4. Why not do the financial 
review before I make an offer?

Some buyers have expressed a desire to 

perform a detailed financial audit before 

making an offer. Later they found that 

the audit didn’t replace the need to be 

comfortable with the business and be 

truly interested in it. They wasted a lot of 

time analyzing the books and records 

only to find that they couldn’t agree with 

the seller on price and terms, or that the 

type of business just didn’t suit them. 

We developed the financial review 

contingency as a compromise to bridge 

the gap between the buyer’s concerns 

and the seller’s needs. We understand 

the buyer’s need to verify the books 

before buying the business. We also 

know that it could damage the seller to 

have confidential information released to 

strangers or potential competitors. By 

using the financial review contingency, 

a buyer can make an offer in perfect 

safety and the seller is assured that he 

is dealing with a serious party.

The financial review need not be complicated, but the process
does generate questions from buyers and sellers. Some typical
questions from buyers are:

1. What is a financial review?

You have the opportunity to review the 

books and records of the business and 

verify the information with which you 

have  been presented. You may also have 

additional questions for the seller. If you 

are satisfied with the information and the 

authenticity, you release the financial 

contingency and proceed to the next 

step in your purchase of the business.

2. How long does such a review 
normally take?

The time varies based on the complexity 

of the business records. Many businesses 

can be reviewed in one meeting, while 

others may take longer due to the 

number of people you may be working 

with in your due diligence process.

3. What if I find something I 
don’t like?

The contingencies in the Offer to 
Purchase have to be met. If not, you have 
the right to make a different offer, or 
cancel your offer and get your earnest 
money refunded. At that time you would 
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CONTINGENCIES.

Giving you the flexibility to negotiate.

EARNEST MONEY/DEPOSIT MONEY.

For example, most Offers to Purchase 

are contingent upon financial review. 

If your review of the financial records 

turned up something inconsistent with 

the contingencies in the offer, you would 

not be obligated to proceed with the sale 

and your earnest money (deposit) would 

be returned.

   Earnest money indicates to 
   the seller you are a serious   
   buyer.

   Earnest money is held in  
   Escrow/Trust Accounts in 
   compliance with local law. 

   You must be completely 
   satisfied before removing  
   contingencies.

   Earnest money is returned 
   if your contingencies are not  
   removed in the specified 
   time period.

Contingencies give you the flexibility to 

negotiate price and terms with the seller, 

but not be obligated to proceed with the 

sale unless the issues of concern are 

dealt with to your satisfaction.

Earnest money is evidence of a buyer’s 

seriousness when making an offer on a 

business. In return, the seller takes the 

business off the market while the buyer 

removes the contingencies in the offer. If 

any of the contingencies are not 

removed, the earnest money is returned 

to the buyer.
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WHAT SELLERS LIKE TO SEE.

2. A Fair Offer

A fair offer is one that realistically 

satisfies the needs of both you and the 

seller. Sometimes this results in an offer 

that is different from the listed terms. 

We help develop a win-win Offer to 

Purchase. A word of caution: What about 

unreasonable offers? They can damage 

your relationship with the seller, possibly 

reducing your chances of getting the 

business for a fair price.

3. Reasonable Down Payment

Every buyer wants to conserve cash, but 

a very low down payment can indicate a 

buyer’s lack of commitment to the 

business. The number one concern of 

sellers is the safety of taking a note from 

the buyer. If the seller questions a buyer’s 

commitment or seriousness about the 

business, the seller may not negotiate 

seriously with that buyer.

4. Quick Removal of 
Contingencies

It’s to everyone’s advantage to proceed 

through the contingency removal phase 

in a quick but thorough fashion.

Buying a business is not easy and 

you will have questions and concerns. 

Selling a business creates just as many 

questions and concerns for the seller. 

You can often get a significantly better 

price and terms by being aware of the 

seller’s needs and removing some of 

his/her uncertainties.

1. Resume and Financial 
Statement

The more information the seller has on 

your experience, qualifications and 

financial situation, the more likely he/she 

will be to accept your offer to purchase. 

By extending financing to you, the seller 

is acting as your banker and he needs to 

feel comfortable with you. Remember, 

once the seller accepts your offer, 

he is committed, but you still have 

contingencies to remove before 

moving ahead.
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TRANSFERRING THE BUSINESS.

The Escrow or Closing Representative.

transferring ownership of the business. 

Specialists in the field of business 

transfers, perform their services at 

very competitive rates. Some buyers 

and sellers choose to have their own 

legal representative review the 

details of the transaction. At VR, 

we encourage you to do so.

Everywhere around the globe has its own 

methods to assist and protect the buyer, 

seller and intermediary when transferring 

the business. Most are some type of 

trust officer, but known by different 

names in different areas. Our examples 

will use the name Escrow or Closing 

Representatives to describe this trust 

officer. We recommend the use of 

someone experienced (if available), 

to assist the seller and buyer in

Prorates and pays the rent, 
deposits, taxes and other 
expenses if requested.

Files and records documents 
with appropriate authorities.

This person is completely neutral. 
He represents neither the buyer 
nor the seller. He will not 
represent one party against the 
other and he does not represent 
the Business Intermediary.

Creates all necessary 
closing documents.

Performs a lien search on the 
business to make sure clear title 
can be given.

Makes sure that secured creditors 
are satisfied.
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QUESTIONS & ANSWERS.

3. Are there tax benefits in
buying a business?

Usually you can take a tax deduction for 

depreciation on the fair market value of 

all furniture, fixtures and equipment at a 

much faster rate than real estate. The 

Covenant Not to Compete and the value 

of training are tax deductible, frequently 

at high levels. Finally, most businesses 

have deductible expenses that add to the 

owner’s cash flow.

To those standing at the crossroads, 

ready to act, VR is positioned to 

offer buyers a full-range of business 

opportunities today.

Turn your dream into reality by 
succeeding in the purchase of your 
own business with the help of 
Valued Representation through VR.

1. What is Goodwill?

Goodwill is the difference between the 

total value of a business and the value of 

inventory, equipment and other “hard” 

assets. Every business has goodwill 

unless it is closed down or failing badly. 

The amount to pay for goodwill depends 

on the cash flow of the business and its 

general attractiveness. If buyers did not 

pay for goodwill, sellers might as well 

sell off their equipment and close down 

rather than sell as an on-going business.

2. What is Cash Flow?

We usually define cash flow as profit 

before income tax, depreciation, interest, 

and owner’s compensation and other 

benefits. This is the amount of money the 

owner has available to pay himself, to 

invest in additional equipment, to make 

the note payments on the business and 

pay taxes. We analyze the cash flow of 

each business to put it on an even 

footing with similar businesses, no matter 

how the owner takes the profits out of 

the company.

There is no better time than now 

to join the thousands of potential 

entrepreneurs who have moved 

forward from their points of 

transition to achieve their own  

personal success through the

acquisition of a business.



VR Has Sold More 
Businesses In The World  

Than Anyone.®

EACH OFFICE IS INDEPENDENTLY OWNED AND OPERATED. VR ©2008
EACH OFFICE IS INDEPENDENTLY OWNED AND OPERATED. VR ©2008



EACH OFFICE IS INDEPENDENTLY OWNED AND OPERATED. VR ©2008


