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Appraisal Report 

Conclusion of Value Report 
 

July 31, 2019 

 

Dr. Sample: 

 

We have performed a valuation engagement, as that term is defined in the Professional Standards 

of the National Association of Certified Valuators and Analysts (NACVA) and the Statement on 

Standards for Valuation Services (SSVS) of the American Institute of Certified Public Accountants.  We 

performed valuation procedures on 100% ownership interest in Sample DMD PS as of May 31, 2019.  

The appraisal was performed solely to assist in the matter of determining on a going concern basis, 

the Fair Market Value of a 100% ownership of the business. The conclusion of value is to be used in 

support of business planning and the resulting estimate of value should not be used by any party for 

any other purpose. This appraisal report was conducted in accordance with Uniform Standards for 

Professional Appraisal Practices (USPAP) and in accordance with AICPA SSVS No. 1. The estimate of 

value that results from a valuation engagement is expressed as a conclusion of value.  

 

Based on our analysis, as described in this valuation report, the estimate of value of Sample DMD PS 

100% ownership interest as of May 31, 2019 was as follows: 

 

 

 Fair Market Value $      2,276,000 (MVIC)* 

 Less Long-Term Debt        (389,000) (rounded) 

 Equity Value $      1,887,000 (rounded) 

  
  

*This is the value of all invested capital in the business including, cash, accounts receivable, inventory, fixed 

assets, intangibles, less current liabilities.  The market value of invested capital is the value of both equity 

and debt.   

   

Extraordinary Assumptions 

There were no Extraordinary Assumptions made for this report. 

 

Hypothetical Conditions 

There were no Hypothetical Conditions used in this report. 

 

This conclusion is subject to the Statement of Assumptions and Limiting Conditions and to the 

Representation of the Valuation Analyst found later in this report.  We have no obligation to update 

this report or our conclusion of value for information that comes to our attention after the date of 

this report. 

 

Eric J. Blazekovic 
Eric J. Blazekovic, CPA, PFS, CVA 

Certified Valuation Analyst  
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Premise of Value 

The premise of value is the assumption regarding the circumstances in which an entity, or the entity’s 

assets, would be sold. The International Glossary of Business Valuation Terms defines the following 

premises:  

 

Going Concern Value - the value of a business enterprise that is expected to continue to operate into 

the future. The intangible elements of Going Concern Value result from factors such as having a 

trained workforce, an operational plant, and the necessary licenses, systems, and procedures in 

place.  

 

Liquidation Value – the net amount that would be realized if the business is terminated and the assets 

are sold piecemeal. Liquidation can be either “orderly” or “forced.”  

 

Orderly Liquidation Value – liquidation value at which the asset or assets are sold over a 

reasonable period of time to maximize proceeds received.  

 

Forced Liquidation Value – liquidation value, at which the assets or assets are sold as quickly 

as possible, such as at an auction.  

 

It was determined the highest value is a continuation of the business, thus a going concern value was 

utilized. 

 
Standard of Value  

The valuation engagement used the fair market value as the standard of value. Fair market value is 

defined in The International Glossary of Business Valuation Terms, issued by the American Institute 

of Certified Public Accountants (AICPA), and the National Associations of Certified Valuators and 

Analyst (NACVA) as: 

 

The price, expressed in terms of cash equivalents, at which property would change hands between a 

hypothetical willing and able buyer and a hypothetical willing and able seller, acting at arm’s length 

in an open and unrestricted market when neither is under compulsion to buy or sell and when both 

have reasonable knowledge of the relevant facts.  

 

Subsequent Events 

Generally, the valuation analyst should consider only circumstances existing at the valuation date 

and events occurring up to the valuation date to form his/her conclusion of value.  Subsequent events 

are indicative of conditions that were not known or knowable at the valuation date.  The valuation 

would not be updated to reflect those events or conditions.  The valuator did not, in the course of 

this engagement, note any subsequent events that would warrant disclosure in this report.  

 

Scope of Work 

The analysis and report are in compliance with the National Association of Certified Valuators and 

Analysts (NACVA) Professional Standards for conducting and reporting on business valuations.   

 

There were no restrictions or limitations in the scope of work or data available for this engagement. 
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Value Reconciliation 
 

 

The valuator considered the market, income and asset approaches to valuation and the applicability 

of discounts or premiums.   

 

Indication of Operating Value developed from the Market Approach = $ 1,592,000 

Indication of Operating Value developed from the Income Approach = $ 2,276,000 

Indication of Value developed from the Asset Approach = $ n/a 

 

 

 

Operating Value 

The operating value of a Company includes all assets (both tangible and intangible) that are necessary 

for the continued operations of the Company.  These figures include a “normal” level of working 

capital in addition to the value of intangibles and fixed assets.   

 

Market Approach 

The valuator considered the market approach and was able to gather comparable sale transactional 

data to develop price multiples for this industry, however the multiples are made up of many similar 

and dissimilar entities which skews the multiple. Additionally, the price multiples and transaction 

data found did not disclose information about the condition of the companies being sold, if it was in 

a distressed sale situation or not, what it’s historical sales or profit trends are doing, and other key 

information specific to those sales which are important for determining comparability. The valuator 

has not relied on the market approach for these reasons.   

 

Income Approach 

In the valuator’s opinion, the income approach value of $2,276,000 provides a credible indication of 

value.  The after-tax cash flows of $426,000 represents a rate of return of 21.72% (see “capitalization 

rate buildup”) on an investment of $2,276,000 given the long-term growth rate of 3%.  The income 

approach to value is a value specific to this business and the valuator will rely on the income 

approach.   

 

The valuator has relied on the 2016, 2017 and 2018 Federally filed tax returns on the accrual basis 

and the 2016, 2017, 2018 and year to date May 31, 2019 accrual based financial statements prepared 

by the Company. The valuator has made significant adjustments for owner’s compensation and 

discretionary expenditures based on management’s representations and analysis of tax returns and 

financial statements. Any decision maker having concerns about these representations should 

complete adequate due diligence to satisfy themselves of the credibility of financial data and 

operations. 

 

As a reasonableness check the valuator analyzed the loan terms that a hypothetical buyer could likely 

obtain and determined that the Company could support the indication of value developed from the 

income approach. 
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Working Capital  

Since the income approach assumes a normal level of working capital, if the subject company has a 

significantly higher or lower level, that excess or shortage is generally added to or subtracted from 

the operating value. Excess working capital indicates that an amount of assets could be removed 

from the business (distributed to owners) without jeopardizing the operations. A shortage of working 

capital indicates that to operate the business at normal working capital levels, a hypothetical 3rd 

party buyer would need to bring additional assets into the business. The valuator determined (exhibit 

1) the normal average working capital for the Company with revenues of $2,300,000 is $123,000. 

  

The figures below are as of May 31, 2019.   

 

Indication of Operating Value $  2,276,000 

Less Normal Working Capital       (123,000) 

Value of Goodwill & Equipment 2,153,000 

 

Values as of 5/31/2019 

Cash   131,184 

Accounts Receivable   177,716 

Inventory   29,027 

Less Current Liabilities         (215,297) 

MVIC  $ 2,276,000 (rounded) 

 

Note: Changes in working capital will affect the excess or shortage in working capital.  Most small 

businesses will sell as asset sales where the seller generally retains the cash, accounts receivable and 

accounts payable.  Working Capital is $122,630 as of May 31, 2019. 

 

Equipment Value $  223,000 (rounded) 

Goodwill   1,930,000 

Value of Goodwill & Equipment                    $       2,153,000     

 

Asset Approach 

The valuator considered the asset approach.  However, the premise of value for this valuation is 

going concern rather than forced or orderly liquidation.  This means that the company is assumed to 

remain in business and therefore would not be liquidating assets.  The asset approach does not 

provide a strong measure of goodwill or other intangible assets, which are more reasonably 

supported through the Company’s income stream.  For these reasons, the asset approach is not 

appropriate and will not be used to obtain an indication of value. 

 

Discounts 

The valuator considered discounts and premiums relating to control and marketability or liquidity.  

No discounts or premiums were applied (see “valuation adjustments” for details). 
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Industry & Economic Outlook 
 

The valuator found industry information on Dentists (NAICS Code 6212) from First Research.com.   

Industry Overview 

(Information about Industry) 

 

Competitive Landscape 

(Information about current Competitive Landscape) 

 

Products, Operations & Technology 

(Information about current Products, Operations & Technology) 

 

Technology 

(Information about current Technology used in Dental Practices) 

 

Sales & Marketing 

(Information about current Sales & Marketing for Dental Practices) 

 

Finance & Regulation 

(Information about current Financial & Regulatory Enviornment) 

 

Human Resources 

(Information about Human Resources in Dental Practices) 

 

Critical Issues 

(Information about Critical Issues in Dental Practices) 

 

Business Challenges 

(Information about current Business Challenges in Dental Practices) 

 

Business Trends 

(Information about current Business Trends in Dental Practices) 

 

Industry Opportunities 

(Information about Industry Opportunities for Dental Practices) 
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Company Summary 
 

 

(redacted)  
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Market Approach 

 

The valuator considered market approaches to valuation.  According to James Hitchner in Financial 

Valuation, the value obtained using the market approach is a function of the type of guideline 

company information used. When sales transactions are used (such as when using the guideline 

company transactions method), the resulting value is a controlling, marketable one.  It is controlling 

because it is based on acquisitions of entire companies.  When using publicly traded companies the 

result is a non-controlling liquid value. 

     

Guideline Public Company Method 

The valuator considered the guideline public company method.  However, the valuator does not 

believe that a comparison to public companies will be more credible than a comparison to a privately 

held company. Therefore, the valuator has not used this method, but has considered the guideline 

company transactions method instead.  
 

Guideline Sales of Interests in Subject Entity 

The valuator considered the prior transactions method of valuation.  This valuation method evaluates 

prior transactions of the company’s stock and if the transactions are determined to be arm’s length 

transactions, the method develops a market value for the company based on those transactions. The 

practice was purchased in 2006 for $1.1 million, however given the amount of time that has passed, 

the valuator has not relied on this method. 

 

Guideline Company Transactions Method 

The valuator considered the guideline company transactions (comparable complete sale 

transactions) method of valuation.  This valuation method uses databases of sales of controlling 

interests in closely held businesses to obtain multiples that determine company value.  The valuator 

searched the DealStats database for NAICS Code 621210, and selected companies identified as 

Dental Offices for comparable transactions. The following table outlines the transactions. 

 
Transaction Summary 
 

 
 

Statistic Count Range Median Harmonic Mean Mean Coefficient of Variation

Sale Date 12 03/20/2010 — 12/31/2016

Net Sales 12 $2,026,000 — $2,404,793 $2,223,223 $2,220,005 

MVIC Price 12 $1,000,000 — $2,500,000 $1,561,000 $1,636,583 

EBITDA 12 $78,000 — $1,376,598 $706,471 $664,930 

Seller's Discretionary Earnings (SDE) 12 $696,801 — $2,065,721 $1,381,722 $1,402,178 

Gross Profit Margin 12 72.0% — 100.0% 100.00% 96.30%

SDE Margin 12 31.0% — 93.0% 61.00% 63.60%

EBITDA Margin 12 3.0% — 64.0% 30.00% 30.20%

Operating Profit Margin 12 0.0% — 64.0% 17.50% 25.00%

Net Profit Margin 12 0.0% — 64.0% 15.50% 24.20%

MVIC/Net Sales 12 0.49x — 1.08x 0.71 0.69 0.74 0.26

MVIC/Gross Profit 12 0.50x — 1.31x 0.71 0.71 0.78 0.32

MVIC/EBIT 12 0.8x — 260.3x 5 2.7 27.9 2.5

MVIC/EBITDA 12 0.8x — 15.4x 3.3 2.3 4.7 0.9

MVIC/SDE 12 0.5x — 2.3x 1.1 1.1 1.3 0.4

MVIC/Book Value of Invested Capital 8 0.5x — 1.9x 1 0.9 1 0.4
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DealStats defines MVIC as “the total consideration paid to the seller and includes any cash, notes, 

and/or securities that were used as a form of payment plus any interest-bearing liabilities the buyer 

assumed. The MVIC price includes the noncompete value and the assumption of interest-bearing 

liabilities and excludes: (1) the real estate value; (2) any earnouts (because they have not yet been 

earned and they may not be earned); and (3) the employment/consulting agreement values. In an 

Asset Sale, the assumption is that all or substantially all operating assets are transferred in the sale. 

In an Asset Sale, the MVIC may or may not include all current assets, noncurrent assets, and current 

liabilities (liabilities are typically not transferred in an asset sale). Transactions with information in 

the “Purchase Price Allocation” section will provide definitive information as to what was included in 

the asset sale. An appraiser can also look to the “Additional Notes” field to see whether a purchase 

price allocation is presented there. If no purchase price allocation is available for the transactions, 

the appraiser will need to use his or her experience and knowledge in the field and the buyer’s/seller’s 

knowledge and experience with his or her business to determine what is customarily transferred in 

an asset sale in that industry.”  

 

The valuator analyzed detail in the transactions and found that the transactions included working 

capital and inventory. Inventory is subtracted from MVIC to arrive at a figure comparable to that of 

BIZCOMPS (only fixed assets and intangibles). Therefore, the valuator has taken the product of 

projected net sales and the MVIC/Net Sales multiple and reduced it by the Company’s inventory as 

of the valuation date to produce a figure that is comparable to BIZCOMPS.   

 

The value indication based on the DealStats price multiple is developed as follows:  

 

         Projected Sales X Multiple =      MVIC 

 $ 2,300,000 X   0.71 = $ 1,633,000        (rounded) 

    Less Inventory        (29,000)  (rounded) 

                  Equals Comparable to BIZCOMPS  $ 1,604,000   (rounded) 

 

The valuator also searched the BIZCOMPS database for NAICS Code 621210, and selected companies 

identified as Dental Offices. The following table outlines the transactions. 

 

 
 

The value indication based on the BIZCOMPS Stats price multiple is developed as follows:  

 

 Projected Sales X Multiple = MVIC 

 $ 2,300,000 X     0.58 = $1,334,000 (rounded) 

 

Statistic Count Range Mean Median Harmonic Mean Coefficient of Variation

Sale Date 4 3/31/2010 - 8/31/2014 N/A N/A N/A N/A

Annual Gross 4 $2,005 - $2,351 2,169 2,161 N/A N/A

SDE 4 $4 - $755 333 286 N/A N/A

Sale Price (Excludes 4 $915 - $2,195 1,415 1,275 N/A N/A

SDE To Annual Gross 4 0.00 - 0.32 0.15 0.13 N/A N/A

Rent To Annual Gross 4 0.05 - 0.06 0.05 0.05 N/A N/A

Sale Price To Annual Gross 4 0.46 - 0.99 0.65 0.58 0.59 0.38

Sale Price To SDE 4 1.51 - 228.75 63.44 11.74 4.22 1.74

Financial values are ($000)
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The multiples used are based on the medians rather than means of the transactions. The valuator 

believes that when a sufficient number of comparable transactions can be found, the median will 

provide a more reliable indication of value because it will not be skewed by statistical outliers. 

 

Although accessible, a sales price to net profit multiplier was not used in the valuation.  In the 

valuator’s judgment, sales price to net profit multipliers are unreliable due to the wide variations in 

accounting methods and normalization adjustments used to determine net profit in private closely 

held businesses. However, in the valuator’s judgment, the sales price to net sales ratio is very reliable 

since variations in accounting for sales are minimal (when compared to net profit) and variations in 

accounting basis should not materially affect the ratio when developed based on a large enough 

population of transactions. 

 

Market Approach Summary of Value 

 

Operating value includes a normal level of working capital.  A review of detailed transaction data in 

DealStats shows that most transactions in this data base are asset sales and do not include cash, 

accounts receivable, or accounts payable. Normalized working capital from our “Working Capital 

Analysis” will be added to bring the value to an operating value (MVIC less excess assets).   

 

Average of DealStats and BizComps $     1,469,000 

Plus, Normal Working Capital   123,000 

Operating Value $       1,592,000   (rounded) 

 

 

Under the market approach, a business with no profit is considered just as valuable as one with good 

profits, which lacks credibility and market transactions don’t tell us if the “comparable” businesses 

earnings trend is decreasing or increasing.  Business value, just as with stock market value, is directly 

related to the expectation of future earnings and so the trend of earnings can have a significant 

impact on the sale value.  In main street business sale, historical earnings trends are relied on heavily 

in determining the perception of future earnings and thereby value.  
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Cost of Equity Build Up 
 

The buildup method for Cost of Equity Capital is a model that is composed of a risk-free rate and 

certain other risk premiums.  Each premium is based on the risk that an investor takes and the 

resulting reward.  These premiums are added together to achieve the total cost of capital.  The cost 

of capital is the expected rate of return that market participants require in order to attract funds to 

a particular investment.  The cost of capital is an opportunity cost and is a function of the investment 

not the investor.  It is stated in nominal after tax terms (after corporate taxes but before individual 

investor taxes).  The buildup of the rate is illustrated as follows: 

Components     

   

Riskless Rate  2.39% 

Equity Risk Premium 6.91% 

Industry Risk Premium 0.28% 

Size / Company Specific Premium 12.14% 

   

After-Tax Cost of Equity 21.72% 

  

 

Riskless (Risk-free) Rate: This is the rate that an investor should receive without taking significant 

risk.  The figure has been calculated in the Duff & Phelps Online Database and approximates the 20-

year U.S. Treasury Coupon Bond Yield as of the valuation date. 

 

Equity Risk Premium: This is the additional return that an investor expects to receive for investing in 

equities rather than risk-free assets.  This figure has been calculated in the Duff & Phelps Online 

Database and is based on long-term market data from 1926 through the valuation date. 

 

Industry Risk Premium:  Taken from Duff & Phelps Online Database (see sources of information for 

a specific reference). 

 

Size / Company Specific Premium: A company with less market capitalization is riskier than a large 

company.  Duff & Phelps has analyzed the size premiums for very small companies by breaking down 

the smallest 10% of stocks and showing that the size premiums increase drastically when dealing 

with very small companies (market capitalization of between $2.455 and $109.406 million).  The size 

premium for the Company can therefore be established based on the Duff & Phelps figures for the 

10z size category since this is the range that most closely reflects the Company’s position.   
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Income Approach 
 

Capitalization of Cash Flows Method (CCF) 

 

The capitalization of earnings method looks at the present value of anticipated future income or cash 

flows generated by the business. In effect, the valuator capitalizes the company's current earnings.  

Earnings projections, extrapolated from the company's accounting statements, are discounted using 

a capitalization rate (or multiplier) that takes into account a required risk-based rate of return and a 

factor for future growth.  The key is thoughtful forecasting, supported by articulated and reasonable 

assumptions. 

 

The valuator has determined a value based on the Duff & Phelps Build up Method for the Fair Market 

Value (see “capitalization rate buildup”). The Duff & Phelps cost of equity rate of 21.72% was reduced 

by an estimated 3% long term growth factor, yielding a capitalization rate of 18.72%. 

 

Projected Free Cash Flows $ 426,000  (From Appendix 1) 

Divided by Capitalization Rate              .1872 

Income Approach Operating Value $ 2,276,000  (rounded) 

 

Note:  The calculated operating value is the value of the total invested capital (assuming no material 

long-term debt).  Market Value of Invested Capital (MVIC) should inherently include all operating 

assets necessary to run the business. NOTE: there is a difference between the definitions of MVIC as 

used in the income approach and when used in the market approach when dealing with typical asset 

sales.  The indicated value using the income approach should include a normal level of working 

capital.   

 

 

Discounted Cash Flows Method (DCF) 

 

The DCF method is well-suited for valuing a company whose earnings can be reasonably predicted 

to follow a certain trend for a period of time, followed by another trend into perpetuity.  Based on 

the facts and circumstances, the valuator believes that the CCF Model is more appropriate.  
 

Loan Value Reasonableness Check 

 

The free cash flows of $426,000 per year support a loan value of $1,980,000 on a 5-year term with 

7.25% interest rate, 25% down payments and a 1.2 to 1 debt service ratio.  If the term is increased 

to 7 years then the free cash flow of $426,000 supports a loan value of $2,592,000.  The valuator 

believes that the reasonableness check supports the indication of value developed on the income 

approach.    
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Asset Valuation Approach 

 

The valuator considered asset valuation approaches.  The asset valuation approach is commonly used 

in forced or orderly liquidation of a business or in situations where tangible assets of the business 

are significant to its operations.  The difference between the income approach to value and the asset 

approach to value is commonly referred to as blue sky or goodwill.  A business whose asset approach 

to value exceeds its income approach to value will frequently liquidate since the monetary benefit is 

greatest.     

 

The asset approach restates each asset to its fair market value (FMV).  The valuator used 100% of 

the cost for cash and accounts receivable as the fair market value. Similarly, the valuator used 50% 

of equipment as fair market value and 0% for leasehold improvements. 

 

 

 
 

 

 

 

 

 

 

May 31, 2019 Adjustments Market Value

Assets

Current assets

Cash $ 131,184                     $ $ 131,184              

Accounts receivable 177,716                     177,716              

Inventories 29,027                        29,027                

Other current assets -                                   -                            

Total current assets 337,927                     337,927              

Property, Plant and Equipment 

Dental & Medical Equipment 297,978                     (148,989)           148,989              

Furniture & Fixtures 58,795                        (29,397)             29,397                

Computer Equipment 89,251                        (44,625)             44,625                

Leasehold Improvements 738,595                     (738,595)           -                            

Total property, plant and equipment 1,184,618                  223,012              

Other assets

Intangible Assets 1,676,790                  (1,676,790)       -                            

Total other assets 1,676,790                  -                            

$ 3,199,335                  (2,638,396)       $ 560,939              

Schedule of Adjusted Assets
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The valuator is not an equipment appraiser, should a liquidation be considered an equipment 

appraiser is recommend to obtain a more precise value of the equipment. 

 

Other considerations – off balance sheet items 

Unrecorded assets or liabilities may exist that are not recorded in the accounts.  Unrecorded assets 

may take the form of intangible assets or claims and unrecorded liabilities may take the form of 

contingencies, such as pending or threating litigation. The valuator is not aware of any such assets 

or liabilities.   

 

Summary of Asset Approach 

The valuator has presented the tangible assets at their orderly liquidation value.  Hitchner defines 

orderly liquidation as “The estimated gross amount, expressed in terms of money, that could be 

typically realized from a liquidation sale, given a reasonable period of time to find a purchaser (or 

purchasers), with the seller being compelled to sell on an as-is, where-is basis, as of a specific date.”  

The valuator has relied on representations of the book values of all of the assets and liabilities which 

was the starting point for the analysis.   

  

May 31, 2019 Adjustments Market Value

Liabilities

Current liabilities

Current maturity of long-term debt $ 202,781                     $ 202,781              

Other current liabilities 12,517                        $ 12,517                

Total current liabilities 215,297                     215,297              

Long-term liabilities 389,048                     389,048              

Total long-term liabilities 389,048                     389,048              

604,345                     604,345              

Net  value $ 2,594,989                  

Net operating assets (43,407)               

Non-operating assets (excess working capital) -                            

Adjusted net tangible assets (rounded) $ (43,000)               

Schedule of Adjusted Liabilities
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Valuation Adjustments – Discounts & Premiums 
 

 

The International Glossary of Business Valuation Terms defines the following discounts:   

 

Discount for Lack of Control - an amount or percentage deducted from the pro rata share of value of 

100% equity interest in a business to reflect the absence of some or all the powers of control.  

 

Discount for Lack of Marketability - an amount or percentage deducted from the value of an 

ownership interest to reflect the relative absence of marketability.  

 

Statement on Standards for Valuation Services No. 1 states that in a calculation engagement, the 

valuation analyst should consider “whether or not a business interest has ownership control 

characteristics and its degree of marketability.” 

 

Control Discount 

 

The benefit stream valued to obtain the indicated calculation of value was a control benefit stream 

and results in a control value.  The business interest being valued is a control interest.  The result is 

that no control discount or premium adjustment is appropriate in these circumstances.   

 

Liquidity (Marketability) Discount 

 

In general, a privately held company is less liquid than a publicly traded company.  A discount for lack 

of liquidity would be appropriate when the income approach is relied on for the conclusion of value 

because capitalization rates used in the income approach are derived from publicly traded (liquid) 

companies.   

 

According to Financial Valuation by James Hitchner, “Many analysts believe that discounts for lack 

of marketability or liquidity for controlling interests generally range from 0 to 20 percent depending 

on the facts and circumstances and the pre-discount valuation method employed”.  Further, 

“Marketability expresses the relative ease and promptness with which a security or commodity may 

be sold when desired, at a representative current price, without material concession in price merely 

because of the goal of a prompt sale.”   

 

The valuation analyst believes that when relying on the market approach, in most cases a discount 

for lack of liquidity would not be appropriate because as the result of price negotiations, the discount 

is already reflected in the completed transactions. 

 

The valuation analyst believes that when relying on the income or asset approach, a discount of up 

to 20 percent may apply depending on the facts and circumstances.   

 

The purpose of obtaining this valuation is to determine the fair market value.  No material concession 

in price is expected because a prompt sale is not required.  The facts and circumstances don’t warrant 

the application of a discount for lack of marketability.  
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Sources of Information Used in the Conclusion Engagement 
 

 

The following sources of information were used (or evaluated but not used) in this conclusion of 

value engagement. This is not a complete list of the sources of information that were used to produce 

the report however it represents the most relevant sources to assist the reader. 

 

 

1. Notes from Client Questionnaire 

2. Tax Returns Provided by Client 

3. Year to date financial statements Provided by Clients 

4. AICPA Statement on Standards for Valuation Services #1 

5. NACVA Professional Standards 

6. Market data from the current Duff & Phelps SBBI Valuation Yearbook 

7. Market data from the Deal Stats database 

8. Market data from BIZCOMPS database 

9. The Most Current Business Reference Guide 

10. RMA Annual Statement Studies – Financial Ratio Benchmarks 

11. First Research Industry Profiles 

12. Bureau of Labor Statistics Data 

13. BizMiner Research Data 

14. Loopnet.com 

15. Company Website 

 

The information provided by the Clients, Company management, or other representatives, in the 

course of this engagement, has been accepted without any independent verification.  This report is, 

therefore, dependent upon the information provided.  A material change in critical information relied 

upon in this report would be cause for a reassessment to determine the effect, if any, upon the 

conclusion.  The valuator has not provided attest services in regard to any of the sources.  
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Representation of the Valuation Analyst 
 

 

The parties for which the information and use of the valuation report is restricted are identified; the 

valuation report is not intended to be and should not be used by anyone else. The valuation analyst 

has no obligation to update the report or the opinion of value for information that comes to his 

attention after the date of the report.  
 

I certify that, to the best of my knowledge and belief: 

 

The statements of fact contained in this report are true and correct. 

 

The reported analyses, opinions, and conclusions are limited only by the reported assumptions and 

limiting conditions and are my personal, impartial, and unbiased professional analyses, opinions, and 

conclusions. 

 

I have no present or prospective interest in the property that is the subject of this report, and I have 

no personal interest with respect to the parties involved. 

 

I have performed no services, as an appraiser or in any other capacity, regarding the property that is 

the subject of this report within the three-year period immediately preceding acceptance of this 

assignment. 

 

I have no bias with respect to the property that is the subject of this report or to the parties involved 

with this assignment. My engagement in this assignment was not contingent upon developing or 

reporting predetermined results. 

 

My compensation for completing this assignment is not contingent upon the development or 

reporting of a predetermined value or direction in value that favors the cause of the client, the 

amount of the value opinion, the attainment of a stipulated result, or the occurrence of a subsequent 

event directly related to the intended use of this appraisal. 

 

My analyses, opinions, and conclusions were developed, and this report has been prepared, in 

conformity with the Uniform Standards of Professional Appraisal Practice. 

 

No one provided significant business and/or intangible asset appraisal assistance to the person 

signing this certification.  

 

 
 
Eric J. Blazekovic 
_________________________________ 
Eric J. Blazekovic, CPA, PFS, CVA 
Certified Valuation Analyst  
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Qualifications of the Valuation Analyst 
 

Eric J. Blazekovic, CPA, PFS, CVA 
 

Practice Overview 

Just 2% of business owners will achieve everything they dreamed of when 

they opened their business.  We call this rare, but highly successful group of 

business owners the “2% Club.”  At Griffiths, Dreher & Evans, we studied 

members of the 2% Club for several years and identified 5 key strategies they 

use in becoming a great success.  Our mission is to help business owners 

execute these 5 strategies and join the highly successful “2% Club.”  

 

We are focused on business owners with less than $10 million of annual sales.  As a firm of certified 

valuation analysts who perform over 200 business valuation engagements per year, we provide 

regular valuation feedback to our business owner clients on how their day to day decisions affect the 

value of their biggest investment, their small business.      

  

Professional Experience 

2017 – Present  

Griffiths, Dreher & Evans, PS, CPAs, formerly Griffiths & Company, PS, CPAs 

 

Education 

2018 BA in Professional Accounting, Eastern Washington University  

 

2018 BA in Finance, Eastern Washington University 

 

Professional Designations 

2019 CPA – Certified Public Accountant, State of Washington 

 

2019 CVA – Certified Valuation Analyst, National Association of Certified Valuators and Analysts  

 

2019 PFS – Personal Financial Specialist, American Institute of Certified Public Accountants 

 

Professional Affiliations 

American Institute of Certified Public Accountants (AICPA) 

 

National Association of Certified Valuators and Analysts (NACVA) 

 

Community Engagement 

2019 – Present 

CHS Business and Marketing Advisory Board 

 

 

SAMPLE



Griffiths, Dreher & Evans, PS, CPAs    
INVESTMENT ADVISORS | CPAs 

DENTAL PRACTICE SPECIALIST TEAM 
Business Valuation | Business Sales | Investment Management 

   

 
  

     20 

 

Exhibits 

 

 

Exhibit 1 – Financial Statements, Adjustments, Analysis, Company Projections 

Exhibit 2 – General Assumptions and Limiting Conditions 

Exhibit 3 – International Glossary of Business Valuation Terms 

 

SAMPLE



Sample DMD PS

Conclusion of Value 05/31/2019

Financial Statements & Adjustments   

 

Sales Growth 1.48% 6.98% 12.30%

Tax Return

(Accrual Basis)

Tax Return

(Accrual Basis)

Tax Return

(Accrual Basis)

Financial 

Statements

(Accrual Basis) Forecasted 

Dec 31, 2016 Dec 31, 2017 Dec 31, 2018 May 31, 2019 next period

Income Statement  

Net Sales  1,886,483$            1,914,418$            2,048,065$            890,333$               2,300,000$            

Cost of Goods 130,083                 103,693                 132,918                 112,635                 

Gross Profit 1,756,400              1,810,725              1,915,147              777,697                 

Net Income per books 232,755                 343,555                 462,597                 293,150                 

Adjustments

Adj #1 (26,735)                  (218,118)                (216,147)                (175,268)                

Adj #2 (388)                        (3,163)                     (6,531)                     (10,502)                  

Adj #3 7,470                      16,179                    6,720                      2,271                      

Adj #4 -                          -                          -                          -                          

Adj #5 58,401                    54,619                    49,022                    17,098                    

271,503                 193,073                 295,661                 126,749                 

Income Tax Affect (28,747)                  11,357                    (24,349)                  (10,438)                  

242,756                 204,430                 271,313                 116,311                 

Adj #6 176,759                 151,028                 269,469                 -                               

Adj #7 (59,235)                  (60,112)                  (64,309)                  (27,956)                  

Free Cash Flow to MVIC 360,280                 295,346                 476,473                 88,355                    426,000                 

Free Cash Flow as a % of sales 19.10% 15.43% 23.26% 9.92% 18.52%

271,503                 193,073                 295,661                 126,749                 

Adj #6 176,759                 151,028                 269,469                 -                                

Adj #7 (59,235)                  (60,112)                  (64,309)                  (27,956)                  

Pre-Tax Free Cash Flow to MVIC 389,027                 283,988                 500,822                 98,793                    443,000                 

Pre-Tax Free Cash Flow as a % of sales 20.62% 14.83% 24.45% 11.10% 19.25%

Year Weight Free Cash % After Tax Product Pre Tax Product

2016 1 19.10% 19.10% 20.62%

2017 2 15.43% 30.85% 29.67%

2018 3 23.26% 69.79% 73.36%

May 31, 2019 1 9.92% 9.92% 11.10%

7 129.67% 134.75%

Weighted Average 18.52% 19.25%

Before Tax Normalizing Adjustments

Normalized Net Income After Tax

Before Tax Normalizing Adjustments

The tax rate is determined by creating a fictional percentage to represent federal corporate tax at the entity level and dividend tax at the shareholder level to arrive at

the same equivalent figure that would be left in the pockets of a shareholder.

The Company is organized as a S-Corporation and files on the accrual basis of accounting. The valuator received the 2016, 2017 and 2018 Federally filed tax returns and 2016, 2017, 2018 and

year-to-date May 31, 2019 financial statements prepared by the Company on the accrual basis, as well as Company-prepared production reports. The valuator relied on the Company

supplied sources of information in conducting the valuation.

Industry Indicators

US consumer prices for medical care commodities, which may impact dentist operational costs for equipment and supplies, decreased 0.7% in May 2019 compared to the same period in

2018.

US consumer prices for medical care services, an indicator of profitability for dentists offices and clinics, rose 2.8% in May 2019 compared to the same month in 2018.

US personal income, which drives consumer ability to pay for dental services, rose 3.9% in March 2019 compared to the same month in 2018.

Industry Forecast

US personal consumption expenditures at dentists offices and clinics are forecast to grow at an annual compounded rate of 6% between 2019 and 2023. Data Published: January 2019

Management represented the Company is expecting to maintain its growth, and management projects 2019 income to be around $2.3M. Based on discussions with management and the

Company's year-to-date revenue, the valuator finds this projection to be reasonable and will rely on it for next period revenues. The valuator has applied the weighted average free cash flow

to sales (below) to forecast the next periods free cash flow. A weight of 1 has been applied to the most recent period, as the period represents an incomplete year and can not be relied on as

heavily as Federally filed tax returns.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   
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Financial Statements & Adjustments

Adjustment Details

Adj #1 Owner's Compensation

Production  Dec 31, 2016  Dec 31, 2017  Dec 31, 2018  May 31, 2019 

Dr. Sample  $               744,885  $           1,282,936  $               824,457  $               500,764 

35% of Production collected 35% 35% 35% 35%

Fair Market Value  $               260,710  $               449,028  $               288,560  $               175,268 

Dr. Sample  Dec 31, 2016  Dec 31, 2017  Dec 31, 2018 May 31, 2019

Actual Wages  $               233,975  $               230,910  $                 72,413  $                           -   

Fair Market Value                   260,710                   449,028                   288,560                   175,268 

Adjustment  $               (26,735)  $             (218,118)  $             (216,147)  $             (175,268)

Adj #2 Payroll Taxes

Payroll Tax Adjustment Dec 31, 2016 Dec 31, 2017 Dec 31, 2018 May 31, 2019

Actual Wages 233,975$               230,910$               72,413$                 -$                        

FMV 260,710                 449,028                 288,560                 175,268                 

Social Security Limit 118,500                 118,500                 127,200                 128,400                 

Additional SS Subject Wages -                          -                          54,787                    128,400                 

Additional Social Security Tax (6.2%) -                          -                          3,397                      7,961                      

Additional Medicare Tax (1.45%) 388                          3,163                      3,134                      2,541                      

Total Adjustment 388$                       3,163$                    6,531$                    10,502$                 

Adj #3 Discretionary Expenses

Dec 31, 2016 Dec 31, 2017 Dec 31, 2018 May 31, 2019

Meals & Entertainment 6,220$                    8,320$                    6,720$                    2,271$                    

Officer Life/Disability Insurance -                          -                          -                          -                          

Charitable Contributions 1,250                      7,859                      -                          -                          

Total Adjustment  $                    7,470  $                 16,179  $                    6,720  $                    2,271 

The valuator has adjusted the benefit stream for the payroll taxes from adjustment #1. The valuator has taken into consideration Social Security tax limits for 

each applicable period. 

Conclusion of Value 05/31/2019

Dr. Sample spends around 50 hours per week in the business, with 40 of those hours dedicated to patient care and the rest being spent on administrative and

other management duties. In determining a fair level of wages for Dr. Sample, the valuator has used a figure of 35% of production collected, as this is common in

the industry. The valuator has relied on client prepared production reports and has used the production amount net of any adjustments. 

The valuator notes that the industry average of owner's compensation as a percentage of revenue is 19.56% over the periods analyzed, as compared to an

average of 9.33% for Dr. Sample and Sample DMD PS. This disparity further supports the valuator's adjustment of owner's compensation. 

The valuator has added back expenses that are not necessary to the Company's operations. Discretionary expenses include meals and charitable giving. The

valuator has not added back the cost of officer life/disability insurance, as such insurance is common in the industry and the valuator does not believe that the

amount expensed is unreasonable. The valuator has also adjusted the cash flows to account for income and expenses incurred due to related party transactions

and the sale of an asset in 2018. During discussions with management, management represented that there were no other major discretionary/non-operational

expenses contained in the Company's financial statements or tax returns. 
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Conclusion of Value 05/31/2019

Financial Statements & Adjustments

Adjustment Details

Adj #4 Rent Expense

 Dec 31, 2016  Dec 31, 2017  Dec 31, 2018 May 31, 2019

Rent Expense  $               151,461  $               154,053  $               153,520  $                 64,305 

Fair Market                   151,461                   154,053                   153,520                      64,305 

Adjustment                                 -                                 -                                 -                                 - 

Adj #5 Interest

 Dec 31, 2016  Dec 31, 2017  Dec 31, 2018  May 31, 2019 

Interest Income  $                        (17)  $                        (25)  $                        (19)  $                          (9)

Interest Expense                      58,418                      54,644                      49,041                      17,107 

Net Adjustment  $                 58,401  $                 54,619  $                 49,022  $                 17,098 

Adj #6 Depreciation and Amortization Expense

Adj #7 Capital Maintenance

The valuator has added back depreciation and amortization since they are non-cash item.

The building is self-rented, however management represents that the level of rent charged to Sample DMD PS is fair market value. The valuator reviewed

Loopnet.com for comparable properties and found a range of $15.00 to $21.00 per square foot. Given the number of square feet the Company operates out, of

the rent appears reasonable at approximately $17.35 per square foot. No adjustment will be made. 

The valuator has adjusted the benefit stream for capital maintenance using the industry average 3.14% of net revenues.

The valuator has added back interest costs to get to a benefit stream free of financing costs. Any interest income is subtracted from the

benefit stream since it is unrelated to the operations of the Company. 
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Conclusion of Value 05/31/2019

Company Trend Analysis

2016 Bizminer 621210 (Offices of Dentists) in Spokane, WA $1M-$2.49M,  36 firms analyzed

2017 Bizminer 621210 (Offices of Dentists) in Spokane, WA $1M-$2.49M,  41 firms analyzed

2018 Bizminer 621210 (Offices of Dentists) in Spokane, WA $1M-$2.49M,  38 firms analyzed

 Dec 31, 2016 Dec 31, 2017 Dec 31, 2018 May 31, 2019

2016 

NAICS 621210 

SPO $1M-$2.49M

2017 

NAICS 621210 

SPO $1M-$2.49M

2018 

NAICS 621210 

SPO $1M-$2.49M

Cash 136,641$               52,508$                 4,465$                   131,184$               25,059$                 31,242$                 31,380$                 

Accounts Receivable 124,053                 125,293                 139,116                 177,716                 98,967                   123,272                 123,985                 

Inventory 26,859                   27,128                   29,027                   29,027                   58                           74                           73                           

Other Current Assets -                              8,985                      -                              -                              21,710                   27,042                   27,211                   

Total Current Assets 287,553                 213,914                 172,608                 337,927                 145,794                 181,630                 182,649                 

Net Fixed Assets 379,696                 348,734                 330,224                 330,224                 294,973                 379,442                 375,100                 

Other Non-Current Assets 632,798                 523,834                 414,870                 414,870                 136,636                 175,761                 173,724                 

Total Assets 1,300,047$           1,086,482$           917,702$               1,083,021$           577,403$               736,833$               731,473$               

Accounts Payable -$                            -$                            -$                            -$                            8,141$                   10,242$                 10,387$                 

Other Current Liabilities 56,107                   214,306                 249,217                 215,297                 79,393                   100,873                 96,701                   

Total Current Liabilities 56,107                   214,306                 249,217                 215,297                 87,534                   111,115                 107,088                 

Long Term Liabilities 959,351                 624,371                 520,908                 389,048                 322,538                 411,374                 387,900                 

Other Long-Term Liabilities -                              -                              -                              -                              -                              -                              -                              

Net Worth 284,589                 247,805                 147,577                 478,675                 167,331                 214,344                 236,485                 

Total Liabilities & Net Worth 1,300,047$           1,086,482$           917,702$               1,083,021$           577,403$               736,833$               731,473$               

Working Capital 231,446$               (392)$                     (76,609)$                122,630$               58,260$                 70,515$                 75,561$                 

Common Size Financials

Dec 31, 2016 Dec 31, 2017 Dec 31, 2018 May 31, 2019

2016 

NAICS 621210 

SPO $1M-$2.49M

2017 

NAICS 621210 

SPO $1M-$2.49M

2018 

NAICS 621210 

SPO $1M-$2.49M

Balance Sheet

Cash 10.51% 4.83% 0.49% 12.11% 4.34% 4.24% 4.29%

Accounts Receivable 9.54% 11.53% 15.16% 16.41% 17.14% 16.73% 16.95%

Inventory 2.07% 2.50% 3.16% 2.68% 0.01% 0.01% 0.01%

Other Current Assets 0.00% 0.83% 0.00% 0.00% 3.76% 3.67% 3.72%

Total Current Assets 22.12% 19.69% 18.81% 31.20% 25.25% 24.65% 24.97%
Fixed Assets 29.21% 32.10% 35.98% 30.49% 51.09% 51.50% 51.28%

Other Non-Current Assets 48.68% 48.21% 45.21% 38.31% 23.66% 23.85% 23.75%

Total Assets 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Accounts Payable 0.00% 0.00% 0.00% 0.00% 1.41% 1.39% 1.42%

Other Current Liabilities 4.32% 19.72% 27.16% 19.88% 13.75% 13.69% 13.22%
Total Current Liabilities 4.32% 19.72% 27.16% 19.88% 15.16% 15.08% 14.64%

Long Term Liabilities 73.79% 57.47% 56.76% 35.92% 55.86% 55.83% 53.03%

All other Non-Current 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Net Worth 21.89% 22.81% 16.08% 44.20% 28.98% 29.09% 32.33%

 Total Assets Liabili4es and Net Worth 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Note:  The valuator reclassifies loans to/from shareholders and related party items as equity.
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Sample DMD PS

Company Trend Analysis

 Dec 31, 2016 Dec 31, 2017 Dec 31, 2018 May 31, 2019

2016 

NAICS 621210 

SPO $1M-$2.49M

2017 

NAICS 621210 

SPO $1M-$2.49M

2018 

NAICS 621210 

SPO $1M-$2.49M

Business Revenue 1,886,483$            1,914,418$            2,048,065$            890,333$               1,421,626$            1,515,972$            1,511,032$            

Cost of Sales 130,083                 103,693                 132,918                 112,635                 140,741                 149,323                 148,988                 

Gross Margin 1,756,400              1,810,725              1,915,147              777,697                 1,280,885              1,366,649              1,362,044              

Officers Comp 233,975                 230,910                 72,413                   -                              273,079                 296,979                 300,242                 

Salary-Wages 540,929                 674,572                 769,732                 288,923                 339,074                 368,836                 372,772                 

Rent 151,461                 154,053                 153,520                 64,305                   67,673                   73,525                   74,343                   

Taxes Paid 92,801                   119,686                 38,444                   46,130                   50,468                   54,878                   55,455                   

Advertising 60,840                   24,844                   10,480                   20,861                   14,217                   15,463                   15,564                   

Benefits-Pensions 32,037                   48,133                   -                              -                              47,220                   51,391                   51,828                   

Repairs 4,270                      846                         1,832                      -                              12,227                   13,341                   13,448                   

Bad Debts -                              -                              -                              -                              1,422                      1,516                      1,511                      

Other SG&A Exp. 348,931                 159,507                 357,107                 47,229                   256,805                 279,242                 282,261                 

EBITDA 467,915                 549,202                 781,088                 310,248                 218,700                 211,478                 194,620                 

Amort-Deprec-Depl 176,759                 151,028                 269,469                 -                              44,926                   48,814                   47,446                   

Operating Expenses 1,523,645              1,467,170              1,452,550              484,547                 1,107,111              1,203,985              1,214,870              

Operating Income 291,156                 398,174                 511,619                 310,248                 173,774                 162,664                 147,174                 

Interest Income 17                           25                           19                           9                             142                         152                         151                         

Interest Expense 58,418                   54,644                   49,041                   17,107                   22,321                   24,256                   24,328                   

Other Income -                              -                              -                              -                              35,114                   36,687                   36,114                   

Pre-Tax net Profit 232,755                 343,555                 462,597                 293,150                 186,709                 175,247                 159,111                 

Income Tax -                              -                              -                              -                              56,102                   51,596                   39,358                   

After Tax Net Profit 232,755                 343,555                 462,597                 293,150                 130,607                 123,651                 119,753                 

Discretionary Owner Earnings 701,907                 780,137                 853,520                 310,257                 448,612                 469,444                 467,441                 

Dec 31, 2016 Dec 31, 2017 Dec 31, 2018 May 31, 2019

2016 

NAICS 621210 

SPO $1M-$2.49M

2017 

NAICS 621210 

SPO $1M-$2.49M

2018 

NAICS 621210 

SPO $1M-$2.49M

Business Revenue 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Cost of Sales 6.90% 5.42% 6.49% 12.65% 9.90% 9.85% 9.86%

Cost of Sales - Labor Portion ($) 0.00% 0.00% 0.00% 0.00% 1.16% 1.14% 1.15%

Gross Margin 93.10% 94.58% 93.51% 87.35% 90.10% 90.15% 90.14%

Officers Comp 12.40% 12.06% 3.54% 0.00% 19.21% 19.59% 19.87%

Salary-Wages 28.67% 35.24% 37.58% 32.45% 23.85% 24.33% 24.67%

Rent 8.03% 8.05% 7.50% 7.22% 4.76% 4.85% 4.92%

Taxes Paid 4.92% 6.25% 1.88% 5.18% 3.55% 3.62% 3.67%

Advertising 3.23% 1.30% 0.51% 2.34% 1.00% 1.02% 1.03%

Benefits-Pensions 1.70% 2.51% 0.00% 0.00% 3.32% 3.39% 3.43%

Repairs 0.23% 0.04% 0.09% 0.00% 0.86% 0.88% 0.89%

Bad Debt 0.00% 0.00% 0.00% 0.00% 0.10% 0.10% 0.10%

Other SG&A Exp. 18.50% 8.33% 17.44% 5.30% 18.06% 18.42% 18.68%

EBITDA 24.80% 28.69% 38.14% 34.85% 15.38% 13.95% 12.88%

Amort-Deprec-Depl 9.37% 7.89% 13.16% 0.00% 3.16% 3.22% 3.14%

Operating Expenses 80.77% 76.64% 70.92% 54.42% 77.88% 79.42% 80.40%

Operating income 15.43% 20.80% 24.98% 34.85% 12.22% 10.73% 9.74%

Interest Income 0.00% 0.00% 0.00% 0.00% 0.01% 0.01% 0.01%

Interest Expense 3.10% 2.85% 2.39% 1.92% 1.57% 1.60% 1.61%

Other Income 0.00% 0.00% 0.00% 0.00% 2.47% 2.42% 2.39%

Pre-Tax net Profit 12.34% 17.95% 22.59% 32.93% 13.13% 11.56% 10.53%

Income Tax 0.00% 0.00% 0.00% 0.00% 3.95% 3.40% 2.60%

After Tax Net Profit 12.34% 17.95% 22.59% 32.93% 9.19% 8.16% 7.93%

Discretionary Owner Earnings 37.21% 40.75% 41.67% 34.85% 31.56% 30.97% 30.94%

Conclusion of Value 05/31/2019
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Sample DMD PS

Financial Ratios

Dec 31, 2016 Dec 31, 2017 Dec 31, 2018 May 31, 2019

2016 

NAICS 621210 

SPO $1M-$2.49M

2017 

NAICS 621210 

SPO $1M-$2.49M

2018 

NAICS 621210 

SPO $1M-$2.49M

Financial Ratios: Cash Flow-Solvency

Accounts Payable: Business Revenue (%) 0.00% 0.00% 0.00% 0.00% 0.57% 0.68% 0.69%

Current Liabilities: Net Worth 0.20                        0.86                        1.69                        0.45                        0.52                        0.52                        0.45                        

Current Ratio 5.13                        1.00                        0.69                        1.57                        1.67                        1.63                        1.71                        

Cost of Goods: Accounts Payables -                          -                          -                          -                          17.29                      14.58                      14.34                      

Days Payable -                          -                          -                          -                          21.11                      25.04                      25.45                      

Quick Ratio 4.65                        0.83                        0.58                        1.43                        1.42                        1.39                        1.45                        

Working Capital Turnover 16.30                      16.57                      (53.20)                    38.69                      23.14                      24.40                      21.50                      

Total Liabilities: Net Worth 3.57                        3.38                        5.22                        1.26                        2.45                        2.44                        2.09                        

Financial Ratios: Profitability

EBITDA: Business Revenue (%) 24.80% 28.69% 38.14% 34.85% 15.38% 13.95% 12.88%

Pre-Tax Return On Assets (%) 17.90% 31.62% 50.41% 27.07% 32.34% 23.78% 21.75%

Pre-Tax Return on Net Worth (%) 81.79% 138.64% 313.46% 61.24% 111.58% 81.76% 67.28%

Pre-Tax Return on Business Revenue (%) 12.34% 17.95% 22.59% 32.93% 13.13% 11.56% 10.53%

Discretionary Owner Earnings 37.21% 40.75% 41.67% 34.85% 31.56% 30.97% 30.94%

Financial Ratios: Efficiency-Debt-Risk

Assets: Business Revenue 0.69                        0.57                        0.45                        1.22                        0.41                        0.49                        0.48                        

Days Receivables 24.00                      23.89                      24.79                      30.14                      25.41                      29.68                      29.95                      

Sales: Working Capital 8.15                        -                          -                          7.26                        24.40                      21.50                      20.00                      

Days Working Capital 44.78                      -                          -                          20.80                      14.96                      16.98                      18.25                      

Fixed Assets: Net Worth 1.33                        1.41                        2.24                        0.69                        1.76                        1.77                        1.59                        

Net Working Capital: Business Revenue 0.12                        (0.00)                       (0.04)                       0.14                        0.04                        0.05                        0.05                        

 

Sample DMD PS

Conclusion of Value 05/31/2019

Projected Sales 2,300,000$         

(426,000)             

Projected Cash Outflows 1,874,000           

Daily expenses 5,134                   

Projected Cash Outflows 1,874,000           

Less Estimated Payroll & Taxes (995,665)             

Equals expenses that can be carried in Accounts Payable 878,335              

72,192$              

30 days worth of payroll related expenses 82,972$              
Total 30 days worth of operating expenses (Normal Working Capital) 155,000$            (rounded)

Although the Company's working capital as of the valuation date is $122,620, the Company has historically been able to maintain its operations and working capital needs without outside injections of capital or 

lines of credit. For this reason, the valuator will consider the Company's working capital as of 5/31/2019 to be normal and will not make an adjustment.

Less Projected Pre-Tax Cash Flows 

30 days worth of non-payroll related expenses (amount carried in Accounts Payable)

Note: Working capital is measured at a point in time and this value may vary throughout the year. The Company experiences seasonality, meaning their working capital will fluctuate significantly 

depending on the time of the year. 

A company can be endowed with assets and profitability but short of liquidity if its assets cannot readily be converted into cash. Positive working capital is required to ensure that a firm is able

to continue its operations and that it has sufficient funds to satisfy both maturing short-term debt and upcoming operational expenses. The management of working capital involves managing

inventories, accounts receivable and payable, and cash.

Excess working capital indicates that an amount of assets could be removed from the business (distributed to owners) without jeopardizing the operations. A shortage of working capital

indicates that to operate the business at normal working capital levels, a hypothetical 3rd party buyer would need to bring additional assets into the business. The goal of working capital

management is to ensure that the firm is able to continue its operations and that it has sufficient cash flow to satisfy both maturing short-term debt and upcoming operational expenses.

Conclusion of Value 05/31/2019

Working capital represents operating liquidity available to a business. Along with fixed assets such as plant and equipment, working capital is considered a part of operating capital. Net working

capital is calculated as current assets minus current liabilities.  

Working Capital

The valuator has analyzed the Company's cash flows below to determine working capital needs and to identify a potential excess or shortage of working capital. 
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Exhibit 2 

 

Statement of General Assumptions and Limiting Conditions 
 

 

1. The estimate of value will represent our professional, unbiased opinion based on the 

data we are able to obtain by agreement to prepare the estimates of value.  We will not 

audit, compile, or review any financial statements, forecasts, or financial data.  All 

projections are representations of management.  Accordingly, unless otherwise 

specified, our opinion will be subject to the validity of the underlying data submitted.  

Our engagement cannot be relied on to disclose errors, fraud, or other illegal acts that 

may exist, nor will we be responsible for the impact on our services of incomplete, 

missing, or withheld information, or mistaken or fraudulent data provided from any 

source or sources. 

 

2. The estimates of value arrived at herein are valid only for the stated purposes as of the 

date of valuation. 

 

3. Financial statements and other related information provided by Client, or 

representatives, in the course of this engagement, have been accepted without any 

verification as fully and correctly reflecting the enterprise’s business conditions and 

operating results for the respective periods, except as specifically noted herein.  

Griffiths, Dreher & Evans, PS, CPAs, has not audited, reviewed or compiled the financial 

information provided to us and accordingly we express no audit opinion or any other 

form of assurance on this information. 

 

4. Public information and industry and statistical information have been obtained from 

sources we believe to be reliable.  However, we make no representation as to the 

accuracy or completeness of such information and have performed no procedures to 

corroborate the information. 

 

5. We do not provide assurance on the achievability of the results forecasted by client 

because events and circumstances frequently do not occur as expected; differences 

between actual and expected results may be material; and achievement of the 

forecasted results is dependent on actions, plans, and assumptions of management. 

 

6. The estimates of value arrived at herein are based on the assumption that the current 

level of management expertise and effectiveness would continue to be maintained, and 

that the character and integrity of the enterprise through any sale, reorganization, 

exchange, or diminution of the owners’ participation would not be materially or 

significantly changed. 

 

7. The report and the estimates of value arrived at herein are for the exclusive use of our 

client and for the sole and specific purposes as noted herein.  They may not be used for 

any other purpose or by any other party for any purpose.  Furthermore the report and 
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estimates of value are not intended by the author and should not be construed by the 

reader to be investment advice in any manner whatsoever.  The estimates of value 

represent the considered opinion of Griffiths, Dreher & Evans, PS, CPAs, based on 

information furnished to them by Client and other sources. 

 

8. Neither all nor any part of the contents of this report should be disseminated to the 

public through advertising media, public relations, news media, sales media, mail, direct 

transmittal, or any other means of communication without the prior written consent 

and approval of Griffiths, Dreher & Evans, PS, CPAs. 

 

9. Future services regarding the subject matter of this report, including, but not limited to 

testimony or attendance in court, shall not be required of Griffiths, Dreher & Evans, PS, 

CPAs unless previous arrangements have been made in writing. 

 

10. Griffiths, Dreher & Evans, PS, CPAs, is not an environmental consultant or auditor, and 

we take no responsibility for any actual or potential environmental liabilities.  Any 

person entitled to rely on this report, wishing to know whether such liabilities exist, or 

the scope and their effect on the value of the property, is encouraged to obtain a 

professional environmental assessment.  Griffiths, Dreher & Evans, PS, CPAs does not 

conduct or provide environmental assessments and has not performed one for the 

subject property. 

 

11. Griffiths, Dreher & Evans, PS, CPAs has not determined independently whether the 

Company valued in the report is subject to any present or future liability relating to 

environmental matters (including, but not limited to CERCLA/Superfund liability) nor the 

scope of any such liabilities. Griffiths, Dreher & Evans, PS, CPAs valuation takes no such 

liabilities into account, except as they have been reported to Griffiths, Dreher & Evans, 

PS, CPAs by the Company valued in the report or by an environmental consultant 

working for the Company, and then only to the extent that the liability was reported to 

us in an actual or estimated dollar amount. Such matters, if any, are noted in the report. 

To the extent such information has been reported to us, Griffiths, Dreher & Evans, PS, 

CPAs has relied on it without verification and offers no warranty or representation as to 

its accuracy or completeness. 

 

12. Griffiths, Dreher & Evans, PS, CPAs has not made a specific compliance survey or 

analysis of the subject property to determine whether it is subject to, or in compliance 

with, the American Disabilities Act of 1990, and this valuation does not consider the 

effect, if any, of noncompliance. 

 

13. No change of any item in this appraisal report shall be made by anyone other than 

Griffiths, Dreher & Evans, PS, CPAs, and we shall have no responsibility for any such 

unauthorized change. 
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14. Unless otherwise stated, no effort has been made to determine the possible effect, if 

any, on the subject business due to future Federal, state, or local legislation, including 

any environmental or ecological matters or interpretations thereof. 

15. We have conducted interviews with the current management of the Company valued in 

the report concerning the past, present, and prospective operating results of the 

company. 

 

16. Except as noted, we have relied on the representations of the owners, management, 

and other third parties concerning the value and useful condition of all equipment, real 

estate, investments used in the business, and any other assets and liabilities, except as 

specifically stated to the contrary in this report.  We have not attempted to confirm 

whether or not all assets of the business are free and clear of liens and encumbrances or 

that the entity has good title to all assets. 

 

17. If prospective financial information approved by management has been used in our 

work, we have not examined or compiled the prospective financial information and 

therefore, do not express an audit opinion or any other form of assurance on the 

prospective financial information or the related assumptions. Events and circumstances 

frequently do not occur as expected and there will usually be differences between 

prospective financial information and actual results, and those differences may be 

material. 
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Exhibit 3 

 

 

INTERNATIONAL GLOSSARY OF BUSINESS VALUATION TERMS 

 

To enhance and sustain the quality of business valuations for the benefit of the profession and 

its clientele, the below identified societies and organizations have adopted the definitions for 

the terms included in this glossary.  

   

The performance of business valuation services requires a high degree of skill and imposes upon 

the valuation professional a duty to communicate the valuation process and conclusion, in a 

manner that is clear and not misleading. This duty is advanced through the use of terms whose 

meanings are clearly established and consistently applied throughout the profession.  

  

If, in the opinion of the business valuation professional, one or more of these terms needs to be 

used in a manner that materially departs from the enclosed definitions, it is recommended that 

the term be defined as used within that valuation engagement.  

  

This glossary has been developed to provide guidance to business valuation practitioners by 

further memorializing the body of knowledge that constitutes the competent and careful 

determination of value and, more particularly, the communication of how that value was 

determined.  

  

Departure from this glossary is not intended to provide a basis for civil liability and should not be 

presumed to create evidence that any duty has been breached.  

  

American Institute of Certified Public Accountants  

American Society of Appraisers  

Canadian Institute of Chartered Business Valuators  

National Association of Certified Valuation Analysts  

The Institute of Business Appraisers                  

 

Adjusted Book Value Method - a method within the asset approach whereby all assets and 

liabilities (including off-balance sheet, intangible, and contingent) are adjusted to their fair 

market values (NOTE: In Canada on a going concern basis).  

  

Adjusted Net Asset Method - see Adjusted Book Value Method.  

  

Appraisal - see Valuation.  

  

Appraisal Approach - see Valuation Approach.  

  

Appraisal Date - see Valuation Date.  

  

Appraisal Method - see Valuation Method.  
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Appraisal Procedure - see Valuation Procedure.  

  

Arbitrage Pricing Theory - a multivariate model for estimating the cost of equity capital, which 

incorporates several systematic risk factors.  

  

Asset (Asset-Based) Approach - a general way of determining a value indication of a business, 

business ownership interest, or security using one or more methods based on the value of the 

assets net of liabilities.  

 

Beta - a measure of systematic risk of a stock; the tendency of a stock's price to correlate with 

changes in a specific index.  

  

Blockage Discount - an amount or percentage deducted from the current market price of a 

publicly traded stock to reflect the decrease in the per share value of a block of stock that is of a 

size that could not be sold in a reasonable period of time given normal trading volume.  

 

Book Value - see Net Book Value.  

  

Business - see Business Enterprise.  

  

Business Enterprise - a commercial, industrial, service, or investment entity (or a combination 

thereof) pursuing an economic activity.  

  

Business Risk - the degree of uncertainty of realizing expected future returns of the business 

resulting from factors other than financial leverage. See Financial Risk.  

  

Business Valuation - the act or process of determining the value of a business enterprise or 

ownership interest therein.  

  

Capital Asset Pricing Model (CAPM) - a model in which the cost of capital for any stock or 

portfolio of stocks equals a risk-free rate plus a risk premium that is proportionate to the 

systematic risk of the stock or portfolio.  

  

Capitalization - a conversion of a single period of economic benefits into value.  

  

Capitalization Factor - any multiple or divisor used to convert anticipated economic benefits of a 

single period into value.  

  

Capitalization of Earnings Method - a method within the income approach whereby economic 

benefits for a representative single period are converted to value through division by a 

capitalization rate.  

  

Capitalization Rate - any divisor (usually expressed as a percentage) used to convert anticipated 

economic benefits of a single period into value.  
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Capital Structure - the composition of the invested capital of a business enterprise, the mix of 

debt and equity financing.  

  

Cash Flow - cash that is generated over a period of time by an asset, group of assets, or business 

enterprise. It may be used in a general sense to encompass various levels of specifically defined 

cash flows. When the term is used, it should be supplemented by a qualifier (for example, 

"discretionary" or "operating") and a specific definition in the given valuation context.  

  

Common Size Statements - financial statements in which each line is expressed as a percentage 

of the total. On the balance sheet, each line item is shown as a percentage of total assets, and 

on the income statement, each item is expressed as a percentage of sales.  

  

Control - the power to direct the management and policies of a business enterprise.  

  

Control Premium - an amount or a percentage by which the pro rata value of a controlling 

interest exceeds the pro rata value of a non-controlling interest in a business enterprise, to 

reflect the power of control.  

  

Cost Approach - a general way of determining a value indication of an individual asset by 

quantifying the amount of money required to replace the future service capability of that asset.  

  

Cost of Capital - the expected rate of return that the market requires in order to attract funds to 

a particular investment.  

  

Debt-Free - we discourage the use of this term. See Invested Capital.  

  

Discount for Lack of Control - an amount or percentage deducted from the pro rata share of 

value of 100% of an equity interest in a business to reflect the absence of some or all of the 

powers of control.  

  

Discount for Lack of Marketability - an amount or percentage deducted from the value of an 

ownership interest to reflect the relative absence of marketability.  

  

Discount for Lack of Voting Rights - an amount or percentage deducted from the per share 

value of a minority interest voting share to reflect the absence of voting rights.  

  

Discount Rate - a rate of return used to convert a future monetary sum into present value.  

  

Discounted Cash Flow Method - a method within the income approach whereby the present 

value of future expected net cash flows is calculated using a discount rate.  

  

Discounted Future Earnings Method - a method within the income approach whereby the 

present value of future expected economic benefits is calculated using a discount rate.  
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Economic Benefits - inflows such as revenues, net income, net cash flows, etc.  

  

Economic Life - the period of time over which property may generate economic benefits.  

  

Effective Date - see Valuation Date.  

  

Enterprise - see Business Enterprise.  

  

Equity - the owner’s interest in property after deduction of all liabilities.  

  

Equity Net Cash Flows - those cash flows available to pay out to equity holders (in the form of 

dividends) after funding operations of the business enterprise, making necessary capital 

investments, and increasing or decreasing debt financing.  

  

Equity Risk Premium - a rate of return added to a risk-free rate to reflect the additional risk of 

equity instruments over risk free instruments (a component of the cost of equity capital or 

equity discount rate).  

  

Excess Earnings - that amount of anticipated economic benefits that exceeds an appropriate 

rate of return on the value of a selected asset base (often net tangible assets) used to generate 

those anticipated economic benefits.  

  

Excess Earnings Method - a specific way of determining a value indication of a business, 

business ownership interest, or security determined as the sum of a) the value of the assets 

derived by capitalizing excess earnings and b) the value of the selected asset base. Also 

frequently used to value intangible assets. See Excess Earnings.  

  

Extraordinary Assumptions - an extraordinary assumption is an assumption which if found to be 

false could alter the resulting opinion or conclusion 

 

Fair Market Value - the price, expressed in terms of cash equivalents, at which property would 

change hands between a hypothetical willing and able buyer and a hypothetical willing and able 

seller, acting at arms length in an open and unrestricted market, when neither is under 

compulsion to buy or sell and when both have reasonable knowledge of the relevant facts. 

{NOTE: In Canada, the term "price" should be replaced with the term "highest price"}  

  

Fairness Opinion - an opinion as to whether or not the consideration in a transaction is fair from 

a financial point of view.  

 

Financial Risk - the degree of uncertainty of realizing expected future returns of the business 

resulting from financial leverage. See Business Risk.  

  

Forced Liquidation Value - liquidation value, at which the asset or assets are sold as quickly as 

possible, such as at an auction.  
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Free Cash Flow - we discourage the use of this term. See Net Cash Flow.  

  

Going Concern - an ongoing operating business enterprise.  

  

Going Concern Value - the value of a business enterprise that is expected to continue to operate 

into the future. The intangible elements of Going Concern Value result from factors such as 

having a trained work force, an operational plant, and the necessary licenses, systems, and 

procedures in place.  

  

Goodwill - that intangible asset arising as a result of name, reputation, customer loyalty, 

location, products, and similar factors not separately identified.   

 

Goodwill Value - the value attributable to goodwill.  

 

Guideline Public Company Method - a method within the market approach whereby market 

multiples are derived from market prices of stocks of companies that are engaged in the same 

or similar lines of business, and that are actively traded on a free and open market.  

  

Hypothetical Conditions - a hypothetical condition is an assumption made contrary to fact, but 

which is assumed for the purpose of discussion, analysis, or formulation of opinions. 

 

Income (Income-Based) Approach - a general way of determining a value indication of a 

business, business ownership interest, security, or intangible asset using one or more methods 

that convert anticipated economic benefits into a present single amount.  

  

Intangible Assets - non-physical assets such as franchises, trademarks, patents, copyrights, 

goodwill, equities, mineral rights, securities and contracts (as distinguished from physical assets) 

that grant rights and privileges, and have value for the owner.  

  

Internal Rate of Return - a discount rate at which the present value of the future cash flows of 

the investment equals the cost of the investment.  

  

Intrinsic Value - the value that an investor considers, on the basis of an evaluation or available 

facts, to be the "true" or "real" value that will become the market value when other investors 

reach the same conclusion. When the term applies to options, it is the difference between the 

exercise price or strike price of an option and the market value of the underlying security.  

  

Invested Capital - the sum of equity and debt in a business enterprise. Debt is typically a) all 

interest bearing debt or b) long-term interest-bearing debt. When the term is used, it should be 

supplemented by a specific definition in the given valuation context.  

  

Invested Capital Net Cash Flows - those cash flows available to pay out to equity holders (in the 

form of dividends) and debt investors (in the form of principal and interest) after funding 

operations of the business enterprise and making necessary capital investments.  

  

SAMPLE



Griffiths, Dreher & Evans, PS, CPAs    

INVESTMENT ADVISORS | CPAs 
DENTAL PRACTICE SPECIALIST TEAM 

Business Valuation | Business Sales | Investment Management 

 

Investment Risk - the degree of uncertainty as to the realization of expected returns.  

  

Investment Value - the value to a particular investor based on individual investment 

requirements and expectations. {NOTE: in Canada, the term used is "Value to the Owner"}.  

  

Key Person Discount - an amount or percentage deducted from the value of an ownership 

interest to reflect the reduction in value resulting from the actual or potential loss of a key 

person in a business enterprise.  

  

Levered Beta - the beta reflecting a capital structure that includes debt.  

  

Limited Appraisal - the act or process of determining the value of a business, business 

ownership interest, security, or intangible asset with limitations in analyses, procedures, or 

scope.  

  

Liquidity - the ability to quickly convert property to cash or pay a liability.  

  

Liquidation Value - the net amount that would be realized if the business is terminated and the 

assets are sold piecemeal. Liquidation can be either "orderly" or "forced."  

  

Majority Control - the degree of control provided by a majority position.  

  

Majority Interest - an ownership interest greater than 50% of the voting interest in a business 

enterprise. 

  

Market (Market-Based) Approach - a general way of determining a value indication of a 

business, business ownership interest, security, or intangible asset by using one or more 

methods that compare the subject to similar businesses, business ownership interests, 

securities, or intangible assets that have been sold.  

  

Market Capitalization of Equity - the share price of a publicly traded stock multiplied by the 

number of shares outstanding.  

  

Market Capitalization of Invested Capital - the market capitalization of equity plus the market 

value of the debt component of invested capital.  

  

Market Multiple - the market value of a company's stock or invested capital divided by a 

company measure (such as economic benefits, number of customers).  

  

Marketability - the ability to quickly convert property to cash at minimal cost.  

  

Marketability Discount - see Discount for Lack of Marketability.  
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Merger and Acquisition Method - a method within the market approach whereby pricing 

multiples are derived from transactions of significant interests in companies engaged in the 

same or similar lines of business.  

  

Mid-Year Discounting - a convention used in the Discounted Future Earnings Method that 

reflects economic benefits being generated at midyear, approximating the effect of economic 

benefits being generated evenly throughout the year.  

  

Minority Discount - a discount for lack of control applicable to a minority interest.  

  

Minority Interest - an ownership interest less than 50% of the voting interest in a business 

enterprise.  

  

Multiple - the inverse of the capitalization rate.  

  

Net Book Value - with respect to a business enterprise, the difference between total assets (net 

of accumulated depreciation, depletion, and amortization) and total liabilities as they appear on 

the balance sheet (synonymous with Shareholder's Equity). With respect to a specific asset, the 

capitalized cost less accumulated amortization or depreciation as it appears on the books of 

account of the business enterprise.  

  

Net Cash Flows - when the term is used, it should be supplemented by a qualifier. See Equity 

Net Cash Flows and Invested Capital Net Cash Flows.  

   

Net Present Value - the value, as of a specified date, of future cash inflows less all cash outflows 

(including the cost of investment) calculated using an appropriate discount rate.  

  

Net Tangible Asset Value - the value of the business enterprise's tangible assets (excluding 

excess assets and non-operating assets) minus the value of its liabilities.  

  

Non-Operating Assets - assets not necessary to ongoing operations of the business enterprise. 

{NOTE: in Canada, the term used is "Redundant Assets"}.  

  

Normalized Earnings - economic benefits adjusted for nonrecurring, non-economic, or other 

unusual items to eliminate anomalies and/or facilitate comparisons.  

  

Normalized Financial Statements - financial statements adjusted for nonoperating assets and 

liabilities and/or for nonrecurring, non-economic, or other unusual items to eliminate anomalies 

and/or facilitate comparisons.  

  

Orderly Liquidation Value - liquidation value at which the asset or assets are sold over a 

reasonable period of time to maximize proceeds received.  

  

Premise of Value - an assumption regarding the most likely set of transactional circumstances 

that may be applicable to the subject valuation; e.g. going concern, liquidation.  
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Present Value . the value, as of a specified date, of future economic benefits and/or proceeds 

from sale, calculated using an appropriate discount rate.  

  

Portfolio Discount - an amount or percentage deducted from the value of a business enterprise 

to reflect the fact that it owns dissimilar operations or assets that do not fit well together.  

  

Price/Earnings Multiple - the price of a share of stock divided by its earnings per share.  

  

Rate of Return - an amount of income (loss) and/or change in value realized or anticipated on 

an investment, expressed as a percentage of that investment.  

 

Redundant Assets - see Non-Operating Assets.  

  

Report Date - the date conclusions are transmitted to the client.  

  

Replacement Cost New - the current cost of a similar new property having the nearest 

equivalent utility to the property being valued.  

  

Reproduction Cost New - the current cost of an identical new property.  

  

Required Rate of Return - the minimum rate of return acceptable by investors before they will 

commit money to an investment at a given level of risk.  

  

Residual Value - the value as of the end of the discrete projection period in a discounted future 

earnings model.  

  

Return on Equity - the amount, expressed as a percentage, earned on a company’s common 

equity for a given period.  

  

Return on Investment - see Return on Invested Capital and Return on Equity.  

  

Return on Invested Capital - the amount, expressed as a percentage, earned on a company’s 

total capital for a given period.  

  

Risk-Free Rate - the rate of return available in the market on an investment free of default risk.  

  

Risk Premium - a rate of return added to a risk-free rate to reflect risk.  

  

Rule of Thumb - a mathematical formula developed from the relationship between price and 

certain variables based on experience, observation, hearsay, or a combination of these; usually 

industry specific. 
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Special Interest Purchasers - acquirers who believe they can enjoy post-acquisition economies 

of scale, synergies, or strategic advantages by combining the acquired business interest with 

their own.  

  

Standard of Value - the identification of the type of value being used in a specific engagement; 

e.g. fair market value, fair value, investment value.  

  

Sustaining Capital Reinvestment - the periodic capital outlay required to maintain operations at 

existing levels, net of the tax shield available from such outlays.  

  

Systematic Risk - the risk that is common to all risky securities and cannot be eliminated 

through diversification. The measure of systematic risk in stocks is the beta coefficient.  

  

Tangible Assets - physical assets (such as cash, accounts receivable, inventory, property, plant 

and equipment, etc.).  

  

Terminal Value - see Residual Value.  

  

Transaction Method - see Merger and Acquisition Method.  

  

Unlevered Beta - the beta reflecting a capital structure without debt.  

  

Unsystematic Risk - the risk specific to an individual security that can be avoided through 

diversification.  

  

Valuation - the act or process of determining the value of a business, business ownership 

interest, security, or intangible asset.  

  

Valuation Approach - a general way of determining a value indication of a business, business 

ownership interest, security, or intangible asset using one or more valuation methods.  

 

Valuation Date - the specific point in time as of which the valuator's opinion of value applies 

(also referred to as "Effective Date" or "Appraisal Date").  

  

Valuation Method - within approaches, a specific way to determine value.  

  

Valuation Procedure - the act, manner, and technique of performing the steps of an appraisal 

method.  

  

Valuation Ratio - a fraction in which a value or price serves as the numerator and financial, 

operating, or physical data serves as the denominator.  

  

Value to the Owner - see Investment Value.  

  

Voting Control - de jure control of a business enterprise.  
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Weighted Average Cost of Capital (WACC) - the cost of capital (discount rate) determined by 

the weighted average, at market value, of the cost of all financing sources in the business 

enterprise's capital structure.   
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