INDEX

10K Wizard, 298-299

A

AAA Chemical Company, 514
Acceptance form, 63, 72-74
Accountants (CPAs), as business appraisers, 9
Accounting practice
document checklist in, 98-99
history of practice, 869
reasonable compensation, 899-900
Accounting Standards Codification, 350
(Goodwill and other Intangible Assets), 4
Accounting Standards Codification 805
(Business Valuation), 4
Accounting Standards Codification 820
(Fair Value Measurements), 4
Accounting Standards Update (ASU) No. 2011-08, 705
Accounts payable, 391
and management’s forecast, 242
Accounts payable to inventory, 180
Accounts receivable, 241, 390, 878-879
law practice, 879
psychology practice, 878
tax-affecting, 879
Accredited by IBA (AIBA), 14
Accredited in Business Valuation {ARV), 2, 11
business experience requirement, 12
education requirement, 13
Accredited Member (AM), 14
Accredited Senior Appraiser (ASA), 14
Accredited Valuation Analyst (AVA), 14
Accrual accounting, 876-878
Accrued expenses, 242
Acquisitions, 2-3
Active investor, 967-969
Ad valorem taxes, 6
Adams v. Commissioner, 663
Adequate disclosure rules, 768-773
Adjusted book value
definition of, Appendix 2 (CD-ROM)
of tangible assets, 903-904
Adjusted book value method, 389-400
adjusting the balance sheet, 389-392

communication among appraisers, 393
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
“floor” value, 393
sample report, 395-400
tax affecting balance sheet, 392-393
Adjusted net asset method, 29
Adjusted restricted stock equivalent discount (ARSED),
570, 573
Administrative expenses, 1027-1028
Advisory services, Appendix 1 (CD-ROM)
After-tax income, 491-492
After-tax informaticn, 412-413
AICPA Code of Professional Conduct, 22-23
AICPA Congsulting Services Practice Aid 93-3, 57
AICPA Censu'ting Services Special Report 93-1,
5758
AJCTA Ethics Interpretation 101-3, 23
A:CPA Small CPA Firm Compensation Survey, 211
AICPA standards
business valuation, 19-21
client interest, 58
code of professional conduct, 57
communication with client, 59
due professional care, 57
planning and supervision, 57-58
professional competence, 57
sufficient relevant data, 58
understanding with the client, 58
AICPA Statement on Standards for Consulting Services
No. 1, Appendix 1 (CD-ROM), 57-59
client interest, 58
Code of Professional Conduct, 57
communication with client, 59
consulting services for attest clients,
Appendix 1 (CD-ROM)
definitions, Appendix 1 (CD-ROM)
due professional care, 57
effective dates, Appendix 1 (CD-ROM)
planning and supervision, 57-58
professional competence, 57
standards, Appendix 1 (CD-ROM)
sufficient relevant data, 58
understanding with the client, 58
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AICPA Statement on Standards for Valuation Services
No. 1
development, 24-34
introduction and scope, 19
overall engagement considerations, 21-24
scope of applicable services, 44-56
valuation report, 34-41
Alacra, 140-141, 369
Allocation of purchase price, 3-4, 49
Almanac of Business and Industrial Financial Ratios, 141
Alternatives, principle of, 101
AM, 406, 407
American Freightways, 309-315, 933
American Greetings Corp., 966
American Institute of Certified Public Accountants
(AICPA), 2, 11, 707
American Journalism Review, 146
American Society of Appraisers (ASA), 1, 11-14, 406
standards, 59
American Stock Exchange, 148
Amortization benefit, 723
Amusement parks, 260-270
Angel investors, 485
Anheuser Busch, 966
Annual earnings, 352
Annual gross, 352
Annual Report of the Council of Economic Advisers, 130
Anuhco, 933
Appeals and Review Memorandums (ARMs). 114-115
Appellate Review Memorandum 34 (ARM 54), 435, 438
Appendices, 638
in detailed report, 41
Statement on Standards for “/aiaation Services,
83-84
Appraisal, 87
description of subject, 88
effective dates of valuation, 89
IRS revenue rulings, 113-116
limited, 88
principles of
alternatives, 101
future benefits, 102-103
substitution, 102
purpose of, 110-111
qualified, 752
questionnaire, 150-154
scope of assignment, 86-88
service providers, 8-11
standards of value, 147
fair market value, 103-104
fair value, 107-108

intrinsic value, 109-110
investment value, 108
subsequent events, 111-113
valuation dates, 111-113
Appraisal assignment
considerations for litigation reports, 90
document request, 90-92
Appraisal Foundation, 1, 15
Appraisal Institute, 407
Appraisal methods, choice of, 656-657
Appraisal organizations, 11-15
American Institute of Certified Public
Accountants (AICPA), 11
American Society of Appraisers (ASA), 11-14
Appraisal Foundation, 15
Institute of Business Appraisers, Inc. (IBA), 14
National Association of Certified Valuation
Analysts (RTACVA), 14-15
Appraised value, Apeendix 2 (CD-ROM)
Appraisers, 8-11
accouitants, 9
busicess brokers, 9
Swsiness valuation analysts, 8
college professors, 10
designations of, 406-407
industry experts, 10
Internet, 10-11
investment bankers, 10
qualified, 752
real estate appraisers, 10
terminology, 394
working with, 406
Arab American Institute, 133
Arbitrage pricing theory
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Arithmetic Average Strike Put Model, 600
Arkansas Best, 309-315, 933
Arkansas Professional Corporation Act, 903
Arnold Industries, 309-315, 933, 948-949, 950
Articles of incorporation, 505-506
ASA, 406, 407
ASA Standards, Appendix 2 (CD-ROM)
Ashok Abbot model, 604-605
Asian protective put options, 600
Asking price, 363
Assembled workforce, fair value of, 732, 734
Asset accumulation approach. See Asset-based
approach
Asset light businesses, 388
Asset risk, 321, 461
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Asset sale, 350
Asset specificity, 162-163
Asset-based approach, Appendix 2 (CD-ROM),
387-407
advantages of, 388-389
common applications of, 387-388
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM), 29-30, 38
disadvantages of, 388-389
in minority interest valuation, 972, 970-971
and principle of substitution, 102
in professional practice valuation, 903-904
types of value, 502
valuation methods, 389-406
adjusted book value, 389-400
cost to create, 405-406
liquidation value, 401-405
in valuation of family limited partnerships, 762
Asset-based lenders, 485
Assets, 199-200
within business enterprises, 715
current, 199, 362
excess, 199, 969-972
fixed, 199, 362
intangible, 708-709
liquid, 199
noncurrent, 362
nonoperating, 208, 426, 638
Assumptions, Appendix 5 (CD-ROM), 23
A.T. Cross Co., 966
Attestation standards, 54
Automobile expenses, 212
Automotive industry, 166-172
AutoNation, 168
Autotrader, 168
Average, 224
Average collection period, 181
Average historical growth rate, 249-250
Avon Products, Inc., 966

B

BAI Bank Compensation Study, 211
Baine P. Kerr, et ux. v. Commissioner, 758
Baker Hughes, 513
Balance sheet date, 362
Balance sheets, 198

adjusting, 389-392

analysis, 201

forecasts, 277-281

IRS revenue rulings, 626

tax affecting, 392-393
Bankruptcy, 2-3
Banks, 485
Bardahl analysis, 201-204
Bargaining power, 164
Barriers to entry, 162-163, 462
Barriers to exit, 163
Basic Business Appraisal, 104
BEARFACTS reports, 135
Beasley v. Beasley, 786
Before and after method, 1006-1008
Beige Book, 130
Bell curve, 227
Benefit streams, 409
appraisal, 412
and capital structure, 411-412
and capitalization rate, 422-426
forecasting, 415-421
and nature 5t business, 411-412
selecting, 411-412
valuation of, 412
Bernard 2iandelbaum et al. v. Commissioner, 972-976
Best Buy. 244
Bete, 484
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Beta-adjusted small stock premium, 449-450
Betas, 148-149
Bianca Gross v. Commissioner, 760
Bid-ask spreads, 602-603
Binomial option pricing model, 594
BizComps, 353-358
BizMiner, 141-142
Black Bear Trading Co., 1022-1034
Black-Scholes Option Pricing Model, 591-597
Blockage adjustment, 767
Blockage discount, 611-616
and closely held corporation, 628
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Bloomberg Financial Markets, 147
Bonds, 135-136, 445
Book income, 198
Book value of equity, 454
Book value of invested capital, 364
Borruso v. Communications Telesystems International,
930
Brands, 716
Breach of a legal duty, 1002
Broker name, 361
Brokerage accounts, 52
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Bruce Johnson study, 541
Build up method, 472
Builders Transport, 309-315, 933
Building depreciation, 649
Buildings, 391
Built-in capital gains, 654, 768
Built-in gains tax, 662
Bureau of Economic Analysis (BEA), 133, 135, 158
Bureau of Labor Statistics (BLS), 133
Business, destruction of, 1041, 1096
Business appraisers, 8-11
definition of, Appendix 2 (CD-ROM)
Business brokers, 370-372
as business valuation analysts, 9
Business combinations, 696-705
Business Cycle Indicators, 134
Business enterprise
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Business expenses, reimbursement of, 979
Business goodwill, 785
Business history checklist, 92-93
Business ownership interest, Appendix 5 (CD-ROM),
19, 27
Business Reference Guide, 31, 385
Business risk, 320
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
and discount rate, 461
Business Strategy Review, 174
Business type, 352
Business valuation
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Business valuation analysts, 8
Business Valuation Resources LLC, 148, 337, 353, 367
Business Week, 131
But for method, 1008-1019
Butler Pinker Calculator, 465-471
Buy-sell agreements, 5, 842-844
BV Resources, 135, 517

C

C corp. equivalent model, 675-677

C corporations, 525, 526-527, 585
conversion to S corporations, 662
embedded capital gains in, 525
investment holding period, 672
vs. pass-through entities, 689
tax affecting earnings of, 667-670

valuation of, 664
Calculated value, Appendix 5 (CD-ROM), 19
Calculation engagement, Appendix 5 (CD-ROM), 24,
27-28, 36, 42-43, 55, 79-83, 87
Calculation report, 42-43, 641
for calculation engagement, 35, 639
sections, 42-43
standards, Appendix 3 (CD-ROM)
suggested content for, 641
Calculations, 88
California Corporation Code, 926
Call option, 591
Capital
barriers to entry, 162
Capital appreciation, 102
Capital asset pricing model (CAPM), 472-479
assumptions, 475
for closely held vusiness, 477-479
components-af 473-477
definitior of, Appendix 2 (CD-ROM), Appendix
L (CD-ROM)
equation, 473
Slomnada formula, 475-476
Harris-Pringle formula, 476-477
theory, 472-473
Capital expenditures, 241, 273-274, 276-277, 652
Capital gains tax, 768
Capital structure, Appendix 2 (CD-ROM)
definition of, Appendix 4 (CD-ROM)
CapitallQ, 142
Capitalization, Appendix 2 (CD-ROM), 409-410
definition of, Appendix 4 (CD-ROM)
Capitalization factor, Appendix 2 (CD-ROM), 410
definition of, Appendix 4 (CD-ROM)
Capitalization of benefits method, Appendix 5
(CD-ROM), 28-29, 281, 421-427
Capitalization of earnings method, 410, 843
definition of, Appendix 4 (CD-ROM)
Capitalization rates, 410, 486-489
in capitalization of benefits method, 422-426
data sources, 488-489
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM), 486
deriving directly from market, 489-490
and discount rates, 486-487, 491, 497-498
dividend yield, 496-497
equation, 486
error in valuation report, 657
factors affecting selection of, 487-488
and growth rate, 487
IRS revenue rulings, 630
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mixed holdings, 495

pre-tax or after-tax, 491-492

vs. rate of return, 442
Capitalized returns method, 1105-1106
Car dealers, 166-172
Cars.com, 168
Cash, 104-105

and management’s forecast, 241
Cash accounting, 876-878
Cash and equivalents, 362, 390
Cash basis

conversion to GAAP, 197
Cash equivalent, 104-105
Cash flow, 200, 413-415

definition of, Appendix 2 (CD-ROM),

Appendix 4 (CD-ROM)

discretionary, 490

equity, 200

equity vs. invested capital, 415

forecast, 277-280

free, Appendix 2 (CD-ROM)

future, 102-103

gross, 414

invested capital, 200

loans, 485

long-term, 414-415

net, 414-415

short-term, 414-415
Cash flow from operations (CFO), 366
Cash to current liabilities, 180
CD&L, 946
Celebrity goodwill, 839-840
Census, Bureau of the, 133, 135
Census Information Center (CIC), 133
Center for Association Leadership, 137
Central Intelligence Agency, 132
Central tendency, 224-226, 235

deciles, 226

geometric mean, 225

harmonic mean, 225-226

mean, 224

median, 225

mode, 225

percentiles, 226

quartiles, 226

weighted arithmetic mean, 224-225
Central Trust v. United States, 282
Certified Business Appraiser (CBA), 14
Certified Valuation Analyst (CVA), 14
CFA Institute, 15
Chapter 14 guidelines, 753

family limited partnership report, 756-757
requirements, 116
Section 2701, 756-757
Section 2703, 757
Section 2704, 757
Charitable contributions, 7
Charitable remainder trust (CRT), 47, 50
Charles S. Foltz v. U.S. News & World Report, Inc.,
969-972
Chartered Financial Analyst (CFA), 15
ChemlLink Inc., 513
Christians v. Christians, 776
Chrysler, 166-167
Church v. United States, 758
Citizens Bank & Trust Co., Transferee v. Commissioner,
967
Class frequency, 224
Clients
expectationgaf, 22
responsibilities, 89
under¢tanding with, 23
Closely heid ousiness (CHB)
211 blockage discount, 628
capital asset pricing model, 477-479
valuation of, 50, 52, 625-626
Closely held corporations, 623
Closely held market, 348
Closely held stock, 388, 625
Coca-Cola Co., 966
Code of Professional Conduct, 22-23
Coefficient of variance, 227
Coefficient of variation, 232
College professors, as business appraisers, 10
Columbia Financial Advisors, Inc., 541
Common size financial statements, 176-179
definition of, Appendix 2 (CD-ROM), Appendix
4 (CD-ROM)
Common stock, 199
Community property rules, 775-840
Company name, 361
Comparability adjustments, 207
Comparable profit margin method, 30
Comparable profits method, Appendix 5 (CD-ROM)
Comparable uncontrolled transactions method,
Appendix 5 (CD-ROM), 30
Comparables, 118, 286
Comparative companies, 286
Comparative company analysis, 176
Compensation, 209-211
for family members, 212
Compensation Assessor, 210
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Compensation surveys, 142, 211
Competition, 249, 462
Competitive rivalry, 164-166
Competitive Strategy: Techniques for Analyzing
Industries and Competitors, 161
Compliance oriented engagements, 18
Compound growth rate, 182-183
CompusStat ExecuComp, 142
Conclusion of value, Appendix 5 (CD-ROM)
Conference Board, 134
Confidentiality agreements, 733
Conflict of interest, 22, 62-70
Congressional Budget Office, 130
Connecticut General Life Insurance Co., 536-538
Consor Intellectual Asset Management, 722
Consultations, Appendix 1 (CD-ROM)
Consulting agreement, 363
Consulting process, Appendix 1 (CD-ROM)
Consulting services, Appendix 1 (CD-ROM)
Consulting Services Executive Committee, 18
Consulting services practitioner, Appendix 1
(CD-ROM)
Contingent fee, 879-887
Contracts, 391
Contributory asset charge, Appendix 5 (CD-ROM)
Control
definition of, Appendix 4 (CD-ROM)
discount for lack of marketability, 532-533
prerogatives, 505
Control adjustments, Appendix 5 (CD-RO14), 207
Control investor, 967-969
Control premium, 505-515
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
issues, 507
protection of minority owners, 505-507
report, 507-514
Control Premium Study, 517
Control versus minority valuation, 970-971
Copyright Act of 1976, 716
Copyrights, 716
Correlation, 228-231
Correlation coefficient, 231
Cost approach, 38. See Asset-based approach
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
in valuation of intangible assets, 719
Cost of capital, 148-149
definition of, Appendix 4 (CD-ROM)
Cost of Capital Quarterly, 474, 480
Cost of goods sold, 270-273, 361

Cost of money, 444

Cost of sales, 649

Cost segregation study, 50
Cost to create method, 405-406
Court of equity, 780
Covenant Transport, 914
Credit lines, 391

Cumulative voting, 506
Current assets, 199, 362
Current liabilities, 199, 200
Current price per share, 1086
Current ratio, 179-180, 364
Customer list

fair value of, 728-730

Customer related intangibles

fair value of, 730-731

Customers

D

bargaining power of, 164

D&P Study 450-457

Dalles G oup of America, Inc., 663-664
Dailws v. Commissioner, 663-664
Daumages

analysis using ex-post methodology, 1036-1040

calculations, 1009-1013, 1036, 1040, 1083-1086

litigation, 7

mitigation of, 1020

related to a wrongful termination claim,
1091-1093

Damned Lies and Statistics, 236
Data analysis, 157-221

economic analysis, 157-161, 320

financial analysis, 176-197
common size financial statements, 176-179
comparative company analysis, 176
comparative industry analysis, 183-194
EBIT to total assets, 180
financial ratios, 179-183
operational analysis, 195-197
trend analysis, 194

financial statement adjustments, 197-220
Bardahl analysis, 201-204
comparability adjustments, 207
conversion to GAAP, 197
discretionary adjustments, 208-213
historical balance sheet analysis, 201
historical income statement analysis, 201
nonoperating/nonrecurring adjustments,

208
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normalization adjustments, 204-207
tax return adjustments, 198
industry analysis, 161-173
minority interest valuations, 213
operational analysis, 195-197
discretionary costs, 196-197
financial statement consistency, 197
gross profit analysis, 195-196
subject company analysis, 173
SWOT analysis, 173-175
Data gathering, 117-155
external information, 128-155
internal information, 117-127
publicly traded guideline company data, 143-145
on site interview, 149-155
transaction data, 145-146
DataMasters Computer Industry Salary Survey, 211
Date of sale, 363
Date sale initiated, 363
Daubert, William, et al. v. Merrell Dow Pharmaceuticals,
Inc., 7
Debt capital, 200
Debt free income, 650-651
Debt-to-equity ratio, 180
Deceased shareholder, 903
Deciles, 226
Decorative Stone Company, Inc., 980-992
Deferred tax liability, 723
Deferred taxes, 392
Deficient operating assets, 31
Delaware Block Method, 923-924, 935
Delaware Open MRI Radiology Assoriutes PA. v.
Howard B. Kessler, et al., 664,,992-999
Dental practices, 889-895
Depreciation, 273-274, 276-277, 652
Depreciation cost, 650
Descriptive statistics, 224
Destruction of business, 1041, 1096
Detailed report, 36-41, 640
appendices and exhibits, 41
conclusion of value, 40-41
excess operating assets, 39
financial statement, 38
introduction, 36
nonfinancial information, 38
nonoperating assets, 39
qualifications of valuation analyst, 40
representation of information, 39
representation of valuation analyst, 39
sections, 36
source of information, 37

standards, Appendix 3 (CD-ROM)

valuation adjustments, 39

valuation approaches and methods, 38

for valuation engagement, 34, 639

Dialogweb, 140, 144
Discount for lack of marketability (DLOM), 531-608

and anticipation of liquidity event, 576

Ashok Abbot model, 604-605

bid-ask spreads, 602-603

case, 972-976
company’s background and history, 974
company’s management, 975
control in transferred shares, 975
costs of public offering, 975-976
dividend policy, 974
financial statement analysis, 974
holding period for stock, 975
private ve:public sales of stock, 974
redempiion policy, 975
restrictions on stock transferability, 975

for contipi, 532

costs.of 1lotation, 589-590

deinition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM), 531

deriving, 654

and dividend yield, 575

and economic cycle, 576

factors in application of, 606

FMV DLOM Calculator, 564-580

IRS revenue rulings, 115

in minority interest valuation, 970-971

option pricing models, 591-602
binomial, 594
Black-Scholes, 591-594, 595-597
Longstaft, 597-599
Merton, 594-595

Pluris DLOM database, 580

pre-IPO studies, 581-582

and prior transactions, 576

Quantitative Marketability Discount Model,
583-588

restricted stock studies, 533-563
Bruce Johnson, 541
Columbia Financial Advisors, Inc., 541
FMYV, 539
Gelman, 536
Mabher, 538
Management Planning, 540
Moroney, 536-538
SEC Institutional Investor, 533, 537
Silber, 539
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Standard Research Consultants, 539 error in valuation report, 657
Trout, 538-539 key person, 609-610
Trugman Valuation Associates, Inc., for lack of control, Appendix 2 (CD-ROM),
541-563 Appendix 4 (CD-ROM), 515-524, 763-765
Willamette Management Associates, Inc., for lack of liquidity, Appendix 2 (CD-ROM)
539 for lack of voting rights, Appendix 2
risk comparison, 575 (CD-ROM), Appendix 4 (CD-ROM)
and saleability, 575 from net asset value, 519-524
Valuation Advisors” Lack of Marketability nonvoting stock, 528-530
Discount Study, 582-583 private company, 606-609
in valuation of family limited partnerships, shareholder level, 503
765-766 types of, 502
yield spread between short- and long-term for uncertainty of litigation, 617-618
bonds, 603-604 and valuation adjustments, 31
Discount rates, 443-486 Discretionary adjustments, 208-213
application of, 472 automobile expenses, 212
calculating compensation for family members, 212
blended methods, 486 entertainment cxvenses, 211
build up method, 472 interest expense, 212-213
capital asset pricing model, 472-479 officer’s and owner’s compensation, 209-211
factor rating method, 480 owner's perquisites, 211
price to earnings reciprocal plus growth, rent evpense, 212
479-480 Discretiunary cash flow, 490
private cost of capital model, 483-486 Discietionary costs, 196-197
weighted average cost of capital, 481-483 Discretionary earnings, 364
and capitalization rates, 486-487, 491, 497-498 definition of, Appendix 2 (CD-ROM)
components of, 444-471 Dismal Scientist, The, 134
equity risk premium, 446-448 Disqualified shareholder, 903
risk free rate of return, 444-446 Dissolution statutes, 908
size premium, 448-457 Distress sale, 106
specific company risk premium, 460-461 Dividend yield, 584-585
definition of, Appendix 2 (CD-2CM), Dividend-paying capacity, 627-628
Appendix 4 (CD-ROM), 410, 443 Dividends, 102, 974
deriving directly from market, 489-490 Divorce complaint, date of, 779
for economic damages, 498-499 Divorce valuations, 775-840
error in valuation report, 657 celebrity goodwill, 839-840
Discounted cash flow method, 924 conclusion of value, 783
definition of, Appendix 2 (CD-ROM), data gathering and analysis, 780-781
Appendix 4 (CD-ROM), 410 definition of value in, 776-778
Discounted future benefits method, 29, 281, 427-430, explaining the valuation in, 783
430-431 noncompete agreements, 787-839
Discounted future earnings method, 410, 431-432 normalization adjustments, 782-783
definition of, Appendix 2 (CD-ROM), income taxes, 783
Appendix 4 (CD-ROM) stockholder loans, 782-783
Discounted future returns method, 1105-1106 unreported revenues, 782
Discounting, 409 professional licenses, 839
Discounts of professional practices, 783-787
ASA Standards, Appendix 2 (CD-ROM) role of valuation analyst in, 775-776
blockage, 611-616, 628 valuation as of a specific date, 780
for embedded capital gains, 525-528 valuation dates, 778-780

entity level, 503 date agreed to, 779
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divorce complaint, 779
gift or inheritance, 779
marriage, 779
separation, 779
trial, 779-780
valuation methods, 780
valuation process, 781
Document checklist, 94-99
accounting practice, 98-99
law practice, 96-98
medical practice, 94-96
multiple, 94
standards, 94
Document request
multiple checklist, 94
standard checklist, 94
Documentation, 33-34
Done Deals, 366-367
Dot Com, Inc., 1042-1086
Dow Jones index, 136
Down payment, 363
Duff & Phelps LLC Risk Premium Report, 331, 450-457,
465
Dugan v. Dugan, 385, 784, 786-787
Dun & Bradstreet Information Services, 142
Dupont analysis, 181

E

Earning capacity, 409
Earnings, 388
Earnings before interest and taxes (b7, 364
Earnings before interest, taxes, depreciation, and
amortization (EBITDA), 364
Earnings before taxes (EBT), 362
Earnings per share (EPS), 333
Earnings projections “as damaged”, 1014-1015
Earnings projections “as if no damage”, 1017-1019
Earnings to price ratio, 489-490
EBIT to total assets, 180
Economagic, 134
Economic analysis, 157-161
Economic benefits
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Economic conditions, 462
Economic damages, 281-282, 498-499, 1001-1116
cases, 1022-1034
lost profits, 1001-1003
lost profits analysis, 1003-1115
sample report, 1095-1115

damages calculations, 1040, 1083-1086
Economic data, 128-136
international information, 132
Internet sources, 131-136
market data, 135-136
national information, 132-135
publications, 129-131
sources of, 129
state and local information, 135
Economic indicators, 129
Economic life
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Economic Outlook Update, 135
Economic Report of the President, 130
Economic Research Institute (ERI), 142, 209, 946
Economic risk, 320, 461
Economies of scale, 163
Economy.com, 134
EdgarOnline, 147, 298-299, 304
Edmunds, 148
Effective-acte, 37, 43, 89
Efficieni market theory, 473
Eisexberg v. Commissioner, 526
El>ctronic Data Gathering Analysis and Retrieval
(EDGAR), 147
Elkus v. Elkus, 840
Elliots, Inc. v. Commissioner, 932
Emanuel Balsamides, Sr, et. al. v. Protameen Chemicals,
Inc., et. al., 916
Embassies, 132
Embedded capital gains, 526
discount for, 525-528
in pass-through entities, 527-528
tax issues, 526-527
Eminent domain actions, 7
Employee stock ownership plan (ESOP), 5, 120, 970
Employees
nature, extent, and scope of work, 977
reasonable compensation for, 976-992
salaries, 978
Employment agreements, 363, 506, 733
Encyclopedia Britannica, 140
Encyclopedia of Trade Associations, 137
Engagement, 60-71
acceptance form, 63, 72-74
accepting, 62-71
assumptions and limiting conditions, 83-84
calculation, 24, 35, 42-43, 55, 87
conflicts of interest, 62-70
hypothetical conditions, 25
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learning about, 61-62

limited, 87

litigation, 45-46

personal financial planning, 55-56

purpose and function of, 70

retainer agreement, 65-69, 75-79

scope of assignment, 71

tax, 46-54

time required, 71

type of report, 71

types of, 24

valuation, 24, 40-41, 43, 55
Engagement letters, 71-86

acceptance form, 72-74

calculation agreement, 79-83

client responsibilities, 89

considerations for litigation reports, 90

description of appraisal subject, 88

effective dates of valuation, 89

payment terms, 89

retainer agreement, 75-79

scope of assignment, 86-88

standard of value, 88

type of report, 89

Engagement to estimate value, Appendix 5 (CD-ROM)

Enterprise goodwill, 785
Entertainment expenses, 211, 649
Entity level discounts, 503
Entry barriers, 162-163
Equipment, 119-120
Equitable distribution rules, 775-840
Equity, 70, 199
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Equity capital, 200
Equity cash flow, 200
Equity discount rate, 653
Equity net cash flows
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Equity price, 363
Equity risk premium (ERP), 446-448
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
forecasted data, 446
historical data, 446
size adjusted, 452
supply side, 447
Estate of Albert Strangi v. Commissioner, 758
Estate of Andrews v. Commissioner, 532

Estate of Artemus D. Davis v. Commissioner, 673

Estate of Dailey v. Commissioner, 528
Estate of Davis v. Commissioner, 526
Estate of Dunn v. Commissioner, 527
Estate of Feldmar v. Commissioner, 610
Estate of Frazier Jelke v. Commissioner, 527
Estate of Harper v. Commissioner, 759
Estate of Huntsman v. Commissioner, 610
Estate of Jones v. Commissioner, 528

Estate of Joyce C. Hall v. Commissioner, 287, 965-967

Estate of Jung v. Commissioner, 112

Estate of Kirkpatrick, 282

Estate of Marie J. Jensen v. Commissioner, 527
Estate of Mitchell v. Commissioner, 610

Estate of Oakley J. Hall, 940

Estate of Reichardt v. Commission, 759

Estate of Rodriguez v. Commissioner, 610

Estate of Samuel I. Newhouse v. Commissioner, 107, 665,

967-969
Estate of Stone v. Gevamission, 759
Estate of Strang. v. Commissioner, 759
Estate of Wil'lian Luton, 392
Estate of Yoager v. Commissioner, 610
Estate'piinning, 48
Estae tax, 4, 48, 50, 52-53
Estate valuations

case law, 753

Chapter 14 guidelines, 753

family limited partnership report, 753-773

penalties for undervaluation, 751-752
Revenue Ruling 59-60, 753
valuation report, 753
Estimated estate tax, 48
Ethics Interpretation No. 101-3, 58
European protective put options, 600
Exacto Spring Corporation v. Commissioner, 945
Excess assets, 199, 969-972
Excess earnings
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Excess earnings method, 114, 430-439
background and drawbacks, 435-439

vs. capitalization of earnings method, 843

definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)

guidelines, 432-433

IRS revenue rulings, 435-439

model, 433

rate of return on tangible assets, 434-435

rates of return proof, 436

Excess operating assets, Appendix 5 (CD-ROM), 31, 39

Executive Compensation Assessor, 142
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Exhibits, 638
in detailed report, 41
Exit barriers, 163
Experience curve, 162
Exponential trend line, 259
External information, 128-155
economic data, 128-136
industry data, 136-143
publicly traded guideline company data, 143-145
External transactions, 844-845

F

F Korbel & Bros., Inc., 663
Fact Set Mergerstat/BVR Control Premium Study, 146
Factiva, 147
Factor rating method, 480
Factors, 485
FactSet Mergerstat, LLC, 368
FactSet Mergerstat/BVR Premium Study, 517
Fair cash value, 912, 926
Fair market rent, 649
Fair market value, 103-104
considerations for, 622
in continued use with assumed earnings, 394
in continued used with earnings analysis, 394
definition of, Appendix 2 (CD-ROM), Appendix
4 (CD-ROM), 394, 622, 656, 693
in divorce valuations, 5, 777
vs. fair value, 108
installed, 394
NEBEDISM factors, 114
of publicly traded companicec, 51
removed, 394
Fair rental, 650
Fair value, 107-108
definition of, Appendix 5 (CD-ROM), 107,
692-693, 908-910
in divorce valuations, 777
vs. fair market value, 108
and minority interests, 213
and minority shareholders, 907-908
and shareholder disputes, 908-910, 912-916
Fair value measurements, 692-695
definition of fair value, 692-693
highest and best use, 695
in impairment testing, 705-706
market participants, 694-695
most advantageous market, 694
principal market, 694
Fairness opinions, 8

definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Family limited partnership (FLP), 753-773, 923-924
advantages of, 754-755
cases, 760
Chapter 14 guidelines, 756-757
definition of, 754
documents needed in appraisal report, 755-756
embedded capital gains, 528
factors to consider in valuation, 760-761
IRS adequate disclosure rules, 768-773
Revenue Ruling 59-60, 756
Section 2036 considerations, 758-760
valuation adjustments, 762-768
blockage, 767
built-in capital gains tax, 768
discount for lack of control, 763-765
discount fer lack of marketability, 765-766
fracticinal interest, 767
market absorption, 767
marketable securities, 763-764
portfolio, 767
real estate, 764-765
restricted securities, 767
valuation assignment, 755, 758
valuation methodology, 761-762
valuation of, 48, 49-50
written report, 768
Family members, 754
compensation for, 212
Fannon model, 685-687
FASB ASC 350, Intangibles-Goodwill and Other, 706,
712
FASB ASC 805, Business Combinations, 696-705, 712
FASB ASC 820, Fair Value Measurement, 692-695
definition of fair value, 692-693
highest and best use, 695
market participants, 694-695
most advantageous market, 694
principal market, 694
Fast food restaurants, 374-375
Federal Open Market Committee (FOMC), 158
Federal Reserve, 130, 134
Federal Reserve Board, 159-160
Federal Reserve Bulletin, 130
Federal Reserve District Banks, 134
Federal Rules of Civil Procedure (FRCP), 642
FedStats, 132-133
Fees, 89
FetchXL, 147-148, 299
Financial Accounting Standards Board (FASB), 4
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Financial Accounting Standards Statement No. 95, 277 Finite population, 224

Financial analysis, 176-197 Fintel, 142
common size financial statements, 176-179 Firm name, 361
comparative company analysis, 176 First in, first out (FIFO), 390
comparative industry analysis, 183-194 First Research, 140
EBIT to total assets, 180 Fixed asset turnover, 364
error in valuation report, 657 Fixed assets, 199, 362
financial ratios, 179-183 Fixed charge coverage, 364
operational analysis, 195-197 FMV DLOM Calculator, 564-580
trend analysis, 194 case study, 577-580
Financial Decision Making, 938 data analysis, 565
Financial forecast, 237-238 degree of liquidity and discounts, 566
Financial information, 27-28, 127 discount determination methodology, 570-574
Financial Institutions Reform, Recovery, and discounts by industry, 566
Enforcement Act of 1989 (FIRREA), 2, 633 DLOM determination methodology, 569-570
Financial projection, 238 inflation adjustment, 564
Financial ratios, 179-183 investment risk and discounts, 566
average collection period, 181 market volatility-and discounts, 567-569
cash to current liabilities, 180 selection critevia, 564-565
current ratio, 179-180 stock maike: volatility, 564
database calculations, 364 FMYV Opinicns, Inc., 539
debt-to-equity, 180 Forced liguication value, 394, 401
guideline companies, 308-316 deinition of, Appendix 2 (CD-ROM),
inventory holding period, 181 Appendix 4 (CD-ROM)
inventory turnover, 181 Fcrecasted data, 446
quick ratio, 180 Forecasts
times interest earned, 180-181 balance sheet, 277-281
Financial reporting capital expenditures, 273-274, 276-277
allocation of purchase price for, 3-4 cost of goods sold, 270-273
identification of intangible assets for, 768-709 court acceptance, 282-284
valuation in, 691-709 depreciation, 273-274, 276-277
Financial risk, 320-321, 461 discounting projected lost profits, 1034
definition of, Appendix 2 (CD-ROM), interest expense, 273-274
Appendix 4 (CD-ROM) management, 238-247
Financial statement adjustments, 197-220 operating expenses, 273, 274-275
ASA Standards, Appendix 2 (CD-ROM) preparing, 247-248
Bardahl analysis, 201-204 vs. projection, 237-238
comparability adjustments, 207 sales, 248-260
conversion to GAAP, 197 standards, 281-282
discretionary adjustments, 208-213 Forensic and Valuation Services (FVS), 11
historical balance sheet analysis, 201 Form 10-K, 304
historical income statement analysis, 201 Form 10-KA, 304
nonoperating/nonrecurring adjustments, 208 Form 10-Q, 304
normalization adjustments, 204-207 Form 10-QA, 304
tax return adjustments, 198 Form 8-K, 304
Financial statements, 198-200 Formal report, 640
consistency, 197 Formula approach. See Excess earnings method
description of, 6 Forward Air Corp., 946
in detailed report, 38 Fractional interest adjustment, 767
Financial Valuation, 944 Free cash flow

Financing, 5-6 definition of, Appendix 2 (CD-ROM)
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FreeLunch.com, 134

Frequency distribution, 224
Fundamental analysis, 110, 931
Furman v. Commissioner, 610

Future benefits, principle of, 102-103
Future value, 105

G

G&]J Pepsi-Cola Bottlers, Inc., 663
Gale Research, 137
Gelman study, 536
General Counsel Salary Survey, 211
General document request, 90-92
General Motors, 166-167
General Utilities Doctrine, 392, 525
Generally accepted accounting principles (GAAP), 4,
197
Geometric mean, 225, 250
Georgia-Pacific factors, 721-722
Georgia-Pacific v. U.S. Plywood Corp., 721-722
Gift
date of, 779
tax deductions, 7
Gift tax, 4, 53, 115
Gift valuations
case law, 753
Chapter 14 guidelines, 753
family limited partnership report, 752773
penalties for undervaluation, 751752
valuation report, 753
Gilbert v. M.P.M. Enterprises, 930
Glass industry, 1096-1105
Global GT LP and Global GT Ltd v. Golden Telecom,
Inc., 448
Going-concern value
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Goldman Sachs, 968
Golub v. Golub, 840
Goodwill, 628
celebrity, 839-840
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
personal, 735-750, 785
practice, 785
professional, 784, 785
Goodwill value
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)

Grabowski model, 675-685
Grabowski-King Study, 450
Grantor retained annuity trust (GRAT), 47
Graphs, 235, 643
Greater New York Automobile Dealers Association, 168
Grimes v. Vitalink, 930
Gross domestic product (GDP), 158-160
Gross income, 50
Gross profit, 361, 364
Gross profit analysis, 195-196
Gross profit margin, 364
Gross v. Commissioner, 663
Growth rate, 333-335, 487
Growth risk, 332-333
Guide to Business Valuations, 62
Guideline companies, 118, 286
case, 965-967
data sources, 145-145
error in valization report, 657
financial infsrmation, 147-148
financ al ratio analysis, 308-316
mersed or acquired, 148
ci1ine databases, 299-300
publicly traded, 143, 147-148
selection of, 657
Guideline company transactions method, Appendix 5
(CD-ROM), 30, 38
Guideline public company method, 286-316
active trading and penny stocks, 301-302
advantages of, 335-336
ASA Standards, Appendix 2 (CD-ROM)
assessment factors, 287
business description, 300
checklist, 288-289
comparative worksheet, 290-292
definition of, Appendix 2 (CD-ROM), Appendix
4 (CD-ROM)
disadvantages of, 336
industry research, 300
list of potential guideline companies, 294-300
management interview, 294-295
market approach, 38
in market approach to valuation, 30
publicly traded information, 305-316
SIC code search, 295-299
size criteria, 301
stock pricing reports, 302-303
valuation multiple worksheet, 292-294
Guideline transactions method, Appendix 2
(CD-ROM)
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H

Hallmark Cards, Inc., 965-967
Hamada formula, 475-476

Handbook of Small Business Valuation Formulas and

Rules of Thumb, 385
Harmonic mean, 225-226, 232
Harris-Pringle formula, 476-477
Heartland Express, 309-315
Heartland Transport, 933
Heck v. Commissioner, 663
Hello Metro, 135

Helpin v. Trustees of University of Pennsylvania, 499

HFB method, 780
High financial risk, 451

Highest and best use analysis, 86, 323, 402-406, 695

Historical balance sheet analysis, 201
Historical cost, 719
Historical data, 446
Historical income statement analysis, 201
Holding company

definition of, Appendix 2 (CD-ROM)
Holman v. Commissioner, 760
Homogeneity

assumption of, 233-234
Hoover’s Company Database, 147
Hoover’s Online, 299
Hourly rates, 89
Hypothetical conditions

definition of, Appendix 5 (CD-ROM)
Hypothetical conditions, in engagement, 25

I

IBA market database, 349-353
Ibbotson Associates, 131
IBM, 514, 966
Identifiable tangible assets, 391
IFA, 407
IFAA, 407
IFAC, 407
IFAS, 407
Impairment testing, 705-706
Implementation services, Appendix 1 (CD-ROM)
Ina F. Knight v. Commissioner, 758
Incentive stock option plans, 6
Income
after-tax, 491-492
pre-tax, 491-492
Income approach, 38, 409-439
advantages of, 411

with after-tax information, 412-413
ASA Standards, Appendix 2 (CD-ROM)
capitalization of benefits method, 28-29
and cash flow, 413-415
definition of, Appendix 2 (CD-ROM), Appendix
4 (CD-ROM)
disadvantages of, 411
discounted future benefits method, 29
for forecasts, 281
future benefit streams, 415-421
methods
capitalization of benefits, 421-427
discounted future benefits, 427-430
excess earnings, 430-439
with pretax information, 412-413
and principle of substitution, 102
selecting benefit streams in, 411-412
capital structure, 411-412
natureof business, 411-412
purpose and function of appraisal, 412
¢uLject of valuation, 412
tvpes.of value, 502
in valuation of family limited partnerships,
762
in valuation of intangible assets, 718
value in, 410-411
valuing invested capital in, 413
Income statement date, 361
Income statements
analysis, 201
normalization of, 213-221
Income tax basis
conversion to GAAP, 197
Income taxes, 4
allocation of purchase price, 3
in divorce valuations, 783
Incremental expenses, 1022-1034
administrative expenses, 1027-1028
indirect production costs, 1026-1027
methodological defects, 1022-1025
recalculation of losses, 1028-1032
unverified/unverifiable, 1025-1026
Incremental income, Appendix 5 (CD-ROM)
Indirect production costs, 1026-1027
Industry analysis, 161-173
automotive industry, 166-172
bargaining power of customers, 164
bargaining power of suppliers, 164
competitive rivalry, 164-166
threat of new entrants, 162
threat of substitute products or services, 163-164
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Industry conditions, 462
Industry data, 136-143
Industry method, 384-385
Industry Norms & Key Business Ratios, 142
Industry risk premium, 471
Industry rule of thumb method, 901-902
Industry trends, 246-247
Inferential statistics, 224
Infinite population, 224
Inflation, 249
Informal report, 35
Inheritance
date of, 779
In-House Counsel Average Salaries, 211
Initial public offerings, 6, 581-582, 589-590, 975
Institute of Business Appraisers, Inc. (IBA), 14, 349
CBA accreditation, 14
junior accreditation, 14
MCBA designation, 14
standards, 59
Insurance claims, 7
Intangible assets, 712-714
amortization benefit, 723
ASA Standards in valuation of, Appendix 2
(CD-ROM)
within business enterprises, 714
characteristics of, 714
considerations, 29
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM), 362,712
fair value measurements
acquired software, 730, 751
assembled workforce, 732, 734
customer list, 728, 730
customer related intangibles, 730-732
lead schedule, 728-729
noncompete agreements, 731, 733
financial reporting assignments, 717
identification for financial reporting, 708-709
intellectual property, 716
market approach valuation, 30
ownership information, 27
reasonable royalty rate, 721-723
valuation of, 6, 19
cost approach, 719
income approach, 718
market approach, 718
remaining useful life analysis, 720-721
resources, 711-712
Intangible personal property, market value of, 49
Integra Financial Benchmarking Data, 142, 183-194

balance sheet, 190
cash flow analysis, 191
common size balance sheet, 189
common size income statements, 187
compensation source, 211
income statement, 188
industry data, 177, 195
login screen, 184
overview, 186
ratios, 192, 193
SIC code and sales size selection, 184
summary screen, 185
Integrity, 57
Intellectual property, 712, 716
Intellectual Property Research Associates, 722
Interest, 200, 498
Interest expense, 212-213, 362
Intermediate-term boids, 445
Internal Board of Examiners, 14
Internal information, 117-127
financ al information, 127
ronvirancial information, 117-127
Internzai ate of return
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Internal Revenue Code (IRC)
Section 1031, 3
Section 1060, 3
Section 2036(c), 4
Section 2703, 5
Section 303, 4
Internal transactions, 383-384, 844-845
International Glossary of Business Valuation Terms, 712
International Trade Administration, 132
Internet, 10-11
Internet Public Library, 140, 146-147
Interview, on-site, 149-155
Intrinsic value, 109-110, 931
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
in divorce valuations, 777
Inventory, 362, 390
Inventory accounting, 305-306
Inventory holding period, 181
Inventory turnover, 181, 199, 364
Invested capital, 70, 200
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Invested capital cash flow, 200
Invested capital method, 319-335
asset risk, 321
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business risk, 320

economic risk, 320

financial risk, 320-321

legal risk, 321

market risk, 321

operating risk, 320

pricing multiples in, 323-324

regression analysis, 324

regulatory risk, 321

SGLPTL analysis, 324-329

technological risk, 321

valuation considerations, 322-323
Invested capital net cash flows

definition of, Appendix 4 (CD-ROM)
Investment bankers, as business appraisers, 10
Investment Company Act of 1940, 536
Investment risk

definition of, Appendix 2 (CD-ROM),

Appendix 4 (CD-ROM)

Investment value, 108

definition of, Appendix 4 (CD-ROM)
Investment value approach. See Income approach
Investments: An Introduction to Analysis &

Management, 944
Investors

classes of, 967-969
Iowa curves, 720
Italian restaurants, 373

J

J.B. Hunt Transport Services, 309-375; 474

J.H. Rutter Rex Manufacturing Co. v. Commissioner, 945
Judith E. Bernier v. Stephen A. Bernier, 664
Jurisdictional exception, 47-48

K

Kaczkowski v. Bolubasz, 499

Key person discount, 609-610
definition of, Appendix 2 (CD-ROM),

Appendix 4 (CD-ROM)

Kimbell v. U.S., 759

ktMINE, 723

Kumbho Tire Company, Ltd., et al. v. Patrick Carmichael,
etal,7

L

Lack of control discounts, 515-519, 520-524, 763-765
Land, 390-391

highest and best use of, 86
Larry Mann v. ABCD, Inc., 1022-1034
Last in, first out (LIFO), 305-306, 390
Law practice
accounts receivable, 878
contingent fee, 879-887
document checklist in, 96-98
reasonable compensation, 896-899
work in process, 879-887
Law]obs, 211
Lawson Mardon Wheaton, Inc. v. Smith, 915
Lead schedule, 728-729
Leasehold improvements, 391
Leasehold interests, 391
LeBeau v. N.G. Bancorporation, 926
Legal duty, breach of a, 1002
Legal risk, 321, 461
Lenox Inc., 966
Less-than-truckloaa (LTL) carriers, 914
Letter of transntittai, 634
Letter report. 55
Letter stoclr, 553
Leverca eta
definition of, Appendix 4 (CD-ROM)
LexisNexis, 140
Liabilities, 200
current, 199, 200
interest bearing, 199, 200
noninterest bearing, 199
nonoperating, 208, 638
Liabilities assumed, 363
Library costs, 888
Licensing Economic Review, 722
Limited appraisal, 88
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Limited engagement, 87
Limited liability corporation (LLC), 50, 364
Limiting conditions, 23
definition of, Appendix 5 (CD-ROM)
Linear trend line, 250-256
Linton v. U.S., 760
Liquid assets, 199
Liquidation value, 401
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
in place in use, 394
Liquidation value method, 401-405
highest and best use analysis, 402-406
Liquidations, 2-3
Liquidity
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definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Litigation exemptions, 46
Litigation support, Appendix 2 (CD-ROM)
Litigations, 7, 45-46
discount for uncertainty of, 617-618
professional standards, 58
reports, 90
Local economy, 160
Location of business, 462
Logarithmic trend line, 256-258
Long term debt, 391
Long term liabilities, 199
Longstaft Model, 597-599
Long-term bonds, 445
Long-term debt to assets, 364
Long-term debt to equity, 364
Long-term equity anticipation securities (LEAPs),
600-601
Long-term liabilities, 362
Lopez v. Lopez, 778, 786
Losses, recalculation of, 1028-1032
Lost profits, 1001-1003
analysis, 1003-1115
computation, 1006-1008
computation for reasonableness,
1040-1041
documentation, 1004-1006
documents from opposing side, 10051006
forecasts and projections, 1021
incremental revenues and expenses,1020
mitigation of damages, 1020
net earnings, 1021
objectives of assignment, 1003-1004
period of recovery, 1020
plaintiff or defense, 1090
postrial, 1040
prejudgment interest, 1021
pretrial, 1036
projected lost revenues after trial, 1021
for startup business, 1042-1086
variable cost of lost revenues, 1020
elements of, 1001-1003
breach of legal duty, 1002
causation, 1002
damages related to defendant’s actions, 1003
types of damages, 1003
Lost revenues, variable cost of, 1020
Lotus Development Corp., 514
LTM (latest twelve months), 307, 323
Lumber industry, 177-179

M

Machinery and equipment, 391
Macy’s, 244-245
Mad Auto Wrecking Inc. v. Commissioner, 209, 932,
976-992
Magazines, 131
Mabher study, 538
MAL, 407
Majority control
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Majority interest, Appendix 2 (CD-ROM)
definition of, Appendix 4 (CD-ROM)
Managed care contracts, 871
Management
depth of, 462
and discount for lack of marketability, 975
quality of, 467
Management Planuing, Inc., 540
Managemer('s forecast, 238-247
compaay specific factors, 239-240
an.! economic conditions, 242-246
and industry trends, 246-247
Marital dissolution, 4-5
Market absorption adjustment, 767
Market approach, 285-346, 318
ASA Standards, Appendix 2 (CD-ROM)
definition of, Appendix 2 (CD-ROM), Appendix
4 (CD-ROM)
guideline public company method, 38, 286-316
industry method, 384-385
internal transactions, 383-384
invested capital method, 319-335
merger and acquisition (transaction) method,
347-372
overview of, 285-286
and principle of substitution, 102
transaction analysis, 372-384
qualitative analysis, 373-377
quantitative analysis, 378-379
types of value, 502
valuation methods, 30
valuation multiples, 316-319
price to book value, 318-319
price to cash flow, 317
price to dividend, 318
price to net earnings, 317
price to pretax earnings, 317
price to sales, 318
in valuation of family limited partnerships, 762
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in valuation of intangible assets, 718
Market capitalization of equity
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Market capitalization of invested capital, Appendix 2
(CD-ROM)
definition of, Appendix 4 (CD-ROM)
Market multiple
adjustments to, 330-331
definition of, Appendix 4 (CD-ROM)
growth risk, 332-333
size risk, 331-332
Market participants, 694-695
Market risk, 321, 461
Market transaction database
BizComps, 353-358
business brokers, 370-372
Done Deals, 366-367
IBA market database, 349-353
Mergerstat/BVR’s Control Premium Study, 368
Pratt’s Stats, 358-366
Public Stats, 367-368
Thomson Financial Mergers & Acquisitions,
368-370
Market value of equity, 453
Market value of invested capital (MVIC), 363, 364
Market volatility adjustment, 570, 572-573
Marketability discounts, 765-766
definition of, Appendix 4 (CD-ROM)
Marketable securities, 390, 763-764
MarketMap, 148
Markets, 119
Marriage, date of, 779
Master Certified Business Appraiser (MCBA), 14
Max Rothenberg & Company CPAs, 40
McDonald’s, 966
McSparron v. McSparron, 839
Mean, 224
in average historical growth rate, 250
calculation of, 232
geometric, 225
harmonic, 225-226, 232
Measures of variability, 235
Mechanical Products Company, Inc., 121-127
Median, 225, 232
Medical Devices, 211
Medical practice, 870-871
document checklist in, 94-96
reasonable compensation, 899-901
Medicare reimbursement analysis, 874
Mercedes-Benz, 168-170

Mercer Capital, 135, 583
Mergent Online, 143-144
Merger and acquisition method, 347-372
advantages of, 379-382
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
market transaction database
BizComps, 353-358
business brokers, 370-372
Done Deals, 366-367
IBA market database, 349-353
Mergerstat/BVR’s Control Premium Study,
368
Pratt’s Stats, 358-366
Public Stats, 367-368
Thomson Financial Mergers &
Acquisitions, 368-370
Mergers, 2-3
Mergerstat Review;15-146
Mergerstat/BVE’s ‘Zontrol Premium Study, 368
Merton Mod'el; 594-595
Metro Leasing and Development Corp v. Commissioner,
240
Mez.anine funds, 485
MLES Communication, 514
MicroBilt Corporation, 141-142, 177, 183-194, 195
Mid-year discounting
definition of, Appendix 2 (CD-ROM), Appendix
4 (CD-ROM)
Mills v. Electric Auto-Lite Co., 924
Minority discounts
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Minority interest
definition of, Appendix 4 (CD-ROM)
and excess assets, 969-972
valuation of, 213
Minority shareholders, 5-6
and fair value, 907-908
protection of, 505-507
Mobile Mini, Inc., 946
Mode, 225
Model Act, 912
Modified Gross model, 677-679
Modified traditional model, 677
Monetary Policy Report to Congress, 130
Monte Carlo simulation, 260
Moody’s Analytics, 134
Moonlighting, 55
Morningstar, Inc., 131, 331-332, 447, 448, 451
Morningstar Document Research, 147
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Moroney, Beissner & Co., 536-538
Moroney study, 537
Most advantageous market, 693, 694
Motor Cargo Industries Inc., 947
Moving average trend line, 260
M.S. Carriers, 309-315, 933
Multiple-of-revenue method, 384
Multiples
adjustments to, 330-331
definition of, Appendix 2 (CD-ROM)
growth risk, 332-333
pricing, 323-324
SGLPTL analysis, 324-329
size risk, 331-332
Municipal bonds, 523

N

NACVA Professional Standards, Appendix 3
(CD-ROM)
Naked statistics, 235
NASDAQ, 136, 145, 149
National Association of Certified Valuation Analysts
(NACVA), 2, 14-15
standards, 59
National Association of Independent Fee Appraisers,
407
National Economic Research Associates, Inc., 53¢
National Economic Review, 135
National economy, 158-160
National Income and Products Acceunts (NIPA), 131
National Technical Information Scrvice, 139
NEBEDISM, 114
Nelson’s Directory of Investment Research, 147
Net assets
definition of, Appendix 2 (CD-ROM)
Net book value
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Net cash flow
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Net earnings, 1021
Net income, 362
definition of, Appendix 2 (CD-ROM)
Net present value
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Net profit margin, 364
Net sales, 361, 364

Net tangible asset value
definition of, Appendix 4 (CD-ROM)
Net tangible assets
definition of, Appendix 2 (CD-ROM)
Net worth, 199
Neuman v. Neuman, 778
New York Stock Exchange, 148
Newspapers, 131, 146-147
Newspapers.com, 146
Non cash charges, 361
Nonbeta-adjusted small stock premium, 449-450
Noncompete agreements, 363, 731, 733, 787-839
Noncurrent assets, 362
Nonfinancial information, 26, 117-127
in detailed report, 38
equipment, 119-120
form of organization, 118
markets and mavketing, 119
ownership cf business, 118-119
personnel. 120
physical facilities, 119
procucts and services, 119
2t valuation report, 636-637
economic data, 637
industry data, 637
subject company data, 636-637
Nonoperating adjustments, 208
Nonoperating assets, 31, 39, 199, 208, 426, 638
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Nonoperating liabilities, 208, 638
Nonrecurring adjustments, 208
Nonvoting stock discount, 528-530
Normalization adjustments, 204-207
Normalized earnings
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Normalized financial statements
definition of, Appendix 4 (CD-ROM)
Normalizing adjustments, 207
North American Industry Classification System
(NAICS), 139, 296-297
Northern Trust Co., Transferee v. Commissioner, 967
Notes payable, 391
Number of employees, 361
Nursing school, 274-277
balance sheet forecast, 279
cash flow forecast, 280
deferred rent amortization, 275
depreciation and capital expenditures, 276
expense forecast, 274-277
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Q)

Objectivity, 57

O’Brien v. O’Brien, 839

Obsolescence, 31

Occupational Safety and Health Administration
(OSHA), 295-296

Officer’s and owner’s compensation, 209-211

Oil field chemical industry, 513

Old Dominion, 933, 948-949, 950

On site interview, 149-155

One-man business, 625-626

Online databases, 299-300

Open market, 105-106

Operating assets, 199
excess/deficient, 638

Operating company
definition of, Appendix 2 (CD-ROM)

Operating expenses, 273-275, 649-650

Operating profit, 361

Operating profit margin, 364

Operating risk, 320, 461

Operational analysis, 195-197
discretionary costs, 196-197
financial statement consistency, 197
gross profit analysis, 195-196

Oppressed shareholders’ statutes, 318, 908

Oppression, 318

Options, 591
Arithmetic Average Strike Put Model, 609
Asian protective put options, 600
binomial option pricing model, 554
Black-Scholes Option Pricitig 1vodel, 591-594
European protective put options, 600
Longstaft Model, 597-599
long-term equity anticipation securities, 600-601
Merton Model, 594-595

Oral report, 43, 641

Orderly liquidation value, 394, 401
definition of, Appendix 2 (CD-ROM),

Appendix 4 (CD-ROM)

Organization for Economic Cooperation and
Development, 132

OTR Express, 309-315, 933

Out of pocket expenses, 1036-1040

Outliers, 234

Over-the-counter stocks, 536

Owner’s compensation, 352, 361

Owner’s perquisites, 211

Ownership information, 27, 118-119

P

Pacific CMA, Inc., 946
PAM Transportation, 933, 948-949, 950
Panduit Corp v. Stahlin Bros. Fibre Works, Inc., 721
Papercraft Corp., 966
Paramount Farms, 164
Partial ownership interests, Appendix 2 (CD-ROM)
Partner’s equity, 199
Partnership, 199, 364
Partnership agreements, 506
Partnership Profiles, Inc., 764-765
PAS, 211
Passive investor, 967-969
Pass-through entities, 661-690
vs. C corporation, 689
cases, 663-664
characteristics ¢f 661-662
control vs. minority, 666
distributing vs. nondistributing, 667-671
embedded capital gains in, 527-528
income 1ax rates, 671
myvestment holding period, 671
models, 675-688
C corp. equivalent, 675-677
Fannon, 685-687
Grabowski, 675-685
modified Gross, 677-679
modified traditional, 677
Treharne, 683-685
Van Vleet, 680-682
premium, 673-674
purpose of assignment, 666
standard of value, 665-666
tax affecting earnings of, 667-670
tax benefits, 674
timing of valuation, 672
valuation of, 664-665
Patents, 162, 716
Payment terms, 89
Penny stocks, 301-302
Pension plan, 979
Pension Protection Act of 2006, 752
Penske Automotive Group, 167-168
Pep Boys, 244
Percentiles, 226, 232
Period of recovery, 1020
Periodicals, 146-147
Perks, 211
Perpetuity growth rate, 653
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Personal financial planning (PFP), 55-56
Personal goodwill, 735-750, 785
Personnel, 120
Physical facilities, 119
Physicians Search, 211
Piscopo v. Piscopo, 778, 839-840
Pitchbook, 299, 337-346
Pitchbook/BVR Guideline Public Company Comps
Tool™ , 148
Pizzerias, 373
Planar Systems, Inc., 946
Planning oriented engagements, 18
Pluris DLOM database, 580
Plywood industry, 177-179
Polynomial trend line, 258-259
Population, 223-224
Porter’s Five Forces, 161-166
bargaining power of customers, 164
bargaining power of suppliers, 164
competitive rivalry, 164-166
threat of new entrants, 162

threat of substitute products or services, 163-164

Portfolio adjustment, 767
Portfolio discount
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Post-hoc rationalization, 235-236
Power trend line, 259
Practice goodwill, 785
Pratt’s Stats, 358-366, 380-382
Pre-adjustment value, Appendix 5 (CD-ROM)
Preemptive rights, 506
Preferred stock, 115, 199
Prejudgment interest, 1021
Premise of value, 86
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Premium offered, 518
Premiums
ASA Standards, Appendix 2 (CD-ROM)
control, 505-515
error in valuation report, 657
and valuation adjustments, 31
Prepaid expenses, 241, 390
Prepaid insurance, 887-888
Present value
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Present-value theory, 104-105
Pre-tax income, 491-492

Pre-tax information, 412-413
Price, 106
Price index, 158
Price to book value, 318-319
Price to cash flow, 317
Price to dividend, 318
Price to earnings, 352, 914
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM), 352
Price to earnings reciprocal plus growth, 479-480
Price to net earnings, 317
Price to pretax earnings, 317
Price to sales, 318
Pricewaterhouse Coopers Study, 450
Principal market, 693, 694
Principle of alternatives, 101
Principle of future benefits, 102-103
Principle of substituticn, 102
Principles of Corpeiate Governance, 107
Private company ciscount, 606-609
Private cost ot capital model, 483-486
Private equity discount (PED), 570, 573-575
Privatcee juity groups, 485
Private Letter Ruling 91-50001, Appendix 17
(CD-ROM), 392
Privately held companies, 348
Pro forma earnings, 323
Product demand, 249
Product risk, 461
Product services, Appendix 1 (CD-ROM)
Production costs, indirect, 1026-1027
Products, 119
Professional competence, 21-22
Professional goodwill, 784, 785
Professional licenses, 839
Professional organizations, 11-15
Professional practices, 841-905
adjustment to financial information, 785
characteristics of, 842
and divorce valuation, 783-787
financial information, 784-785
goodwill in, 784, 785-787
history of, 869-876
vs. other business valuations, 842-848
buy-sell agreements, 842-844
external transactions, 844-845
internal transactions, 844-845
subsequent events, 846-847
reasons for valuation of, 841-842
vs. regular business practices, 783-784
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valuation calculations, 901-904
asset-based approach, 903-904
rules of thumb, 901-902
statutory rule value, 902-903
valuation process, 848-901
accounts receivable, 878-879
cash vs. accrual accounting, 876-878
economy and industry information, 876
history of practice, 869-876
library costs, 888
prepaid insurance, 887-888
questionnaire, 848-868
reasonable compensation, 888-901
supplies, 888
work in process, 879-887
Profit margin, 30
Profit sharing plan, 979
Profit split income, Appendix 5 (CD-ROM)
Profitability ratios, 181
Profit-and-loss statements, 627
Projections, 237-238
discounting projected lost profits, 1034
of earnings “as damaged”, 1014-1015
of earnings “as if no damage”, 1017-1019
of revenue “as damaged”, 1013-1014
of revenue “as if no damage”, 1015-1017
Property
highest and best use of, 86-88
Proprietary knowledge, 162
ProQuest, 140
Psychology practice
accounts receivable in, 878-879
Public companies
data sources, 143-145
fair market valuation of, 50-51
thinly traded, 118
Public investor, 967-969
Public market, 348
Public Stats, 367-368
Purchase price, allocation of, 3-4
Put option, 591

Q

Qualitative transaction analysis, 373-377
Quantitative Marketability Discount Model (QMDM),
583-588, 675
adjustments to terminal value, 587
application of, 587
benefits of, 587
dividend growth, 585

dividend yield, 584-585
expected growth rate in value, 586
holding period, 584
required holding period, 587
timing of dividend receipt, 586
Quantitative transaction analysis, 378-379
Quartile analysis, 560
Quartiles, 226
Questionnaire, 150-154
Quick ratio, 180, 364
accounts payable to inventory, 180

R

Range, 224
Rapid American Corporation v. Harris, 934
Rate of return
blending, 486
vs. capitalizatron rate, 442
definitior of, Appendix 2 (CD-ROM), Appendix
L (CD-ROM)
ep-net tangible assets, 434-435
oiin risk, 441-442
risk-free, 444-446
and value, 442
Re Sunbelt Beverage Corp., 450
Real estate, 362, 970-971
Real estate appraisers, 10, 15
Real estate funds, 524
Real estate holding companies, 388, 492-494
Real estate investment trusts (REITS), 690, 764-765
Real estate limited partnerships (RELPs), 764-765
Real estate partnership, 52-53
Real estate taxes, 649
Real gross domestic product, 243
Reasonable compensation, 888-901
accounting practice, 899-900
case, 976-992
dental practice, 889-895
and dividend paying capacity, 318
estimation of, 210
factors in
comparable positions in comparable
companies, 978
compensation paid in prior years, 979
employee’s qualification, 977
employee’s work, 977
employer’s debt, 979
general economic conditions, 978
past and present financial condition, 979
pension plan, 979
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profit sharing plan, 979
reimbursement of business expenses, 979
salaries paid, 978
salary policy, 978
size and complexities of business, 977
law practice, 896-899
medical practice, 900-901
Reasonable royalty rate, 721-723
Recovery period, 1020
Redundant assets
definition of, Appendix 2 (CD-ROM)
Regression analysis, 228-230, 324
Regulation D, 533
Regulatory risk, 321, 461
Reimbursement of expenses, 979
Relief from royalty method, Appendix 5 (CD-ROM),
30, 724-727
Remaining useful life analysis, 720-721
Rent expense, 212
Reorganizations, 2-3
Repco Inc. v. Commissioner, 945
Replacement cost, 650
Replacement cost approach. See Asset-based approach
Replacement cost new, 394, 719
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Report date, 361
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Representation letters, 40
Reproduction cost new, 394, 406, 719
definition of, Appendix 2 (CD-RCM),
Appendix 4 (CD-ROM)
Required rate of return
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Residual income, Appendix 5 (CD-ROM)
Residual value
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Restaurants, 375-376
Restricted securities, 115
Restricted securities adjustment, 767
Restricted stock, 3, 115, 533
Restricted stock equivalent discount (RSED), 570-572
Restricted stock studies, 533-563
Bruce Johnson, 541
Columbia Financial Advisors, Inc., 541
comparison, 546
FMY, 539
Gelman, 536

Mabher, 538
Management Planning, 540
Moroney, 536-538
SEC Institutional Investor, 533, 537
Silber, 539
Standard Research Consultants, 539
Trout, 538-539
Trugman Valuation Associates, Inc., 541-563
Willamette Management Associates, Inc., 539
Restrictive agreements, 630-631
Retained earnings, 199
Retainer agreement, 65-69, 75-79
Return on assets, 364
Return on equity, 364
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Return on equity ratio, 181
Return on invested cepital
definition of; Appendix 2 (CD-ROM),
Apperdix 4 (CD-ROM)
Return on irvestment
defiition of, Appendix 2 (CD-ROM)
Revenue factors, 249
Revenue Procedure 66-49, 114
Revenue Procedure 77-12, Appendix 11 (CD-ROM),
115
Revenue projections “as damaged”, 1014-1015
Revenue projections “as if no damage”, 1015-1017
Revenue Ruling 59-60, Appendix 6 (CD-ROM),
113-114, 621-631
approach to valuation, 623-624
average of factors, 630
background and definitions, 621-622
balance sheet, 626
capitalization rates, 630
dividend-paying capacity, 627-628
factors to consider in valuation, 624-629
fair market considerations, 622
goodwill, 628
as guide in valuation, 756
profit-and-loss statements, 627
purpose of, 621
restrictive agreements, 630-631
rules
capitalization rates, 494, 497
closely held corporation, 388
dividend paying capacity, 318
divorce appraisal, 282
earning capacity, 409
economic analysis, 157
estate and gift valuations, 753
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excess earnings, 437
merger and acquisition method, 347
real estate holding company, 492
size premium, 449
valuation, 322
unlisted securities, 628-629
Revenue Ruling 65-192, Appendix 7 (CD-ROM)
Revenue Ruling 65-193, Appendix 8 (CD-ROM), 114
Revenue Ruling 66-49, Appendix 9 (CD-ROM)
Revenue Ruling 68-609, Appendix 10 (CD-ROM),
114-116, 282, 435-436

Revenue Ruling 77-287, Appendix 12 (CD-ROM)), 115,

533
Revenue Ruling 83-120, Appendix 13 (CD-ROM), 115
Revenue Ruling 85-75, Appendix 14 (CD-ROM), 115
Revenue Ruling 93-12, Appendix 15 (CD-ROM),
115-116
Revenues
forecasting, 260-270
Right of first refusal, 506-507
Risk insurance claims, 7
Risk Management Association (RMA), 141
Risk premia over the risk free rate, 452
Risk premium
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Risk premium calculator, 457-460
Risk-free rate
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Rivalry, 164-166
RMA Annual Statement Studies, 141 194, 211
Rosenblatt v. Getty Oil Co., 935
Royalties, 30
Royalty rate, 721-723
Royalty Source, 722
RPC, Inc., 946
Rule 144 stock, 3
Rules of Federal Civil Procedure, 35
Rules of thumb, Appendix 2 (CD-ROM), Appendix 4
(CD-ROM), 30, 286, 384-385, 901-902

S

S Corp. Economic Adjustment Model (SEAM),
680-682
S corporations, 661-690
vs. C corporation, 689
cases, 663-664, 992-999
characteristics of, 661-662
control vs. minority, 666

conversion from C corporations, 662
definition of, 364
distributing vs. nondistributing, 667-671
income tax rates, 671
investment holding period, 671
models, 675-688
C corp. equivalent, 675-677
Fannon, 685-687
Grabowski, 675-685
modified Gross, 677-679
modified traditional, 677
Treharne, 683-685
Van Vleet, 680-682
premium, 673-674
purpose of assignment, 666
requirements, 661-662
standard of value, 665-666
tax benefits, 674
tax affecting-carnings of, 667-670
tax rate, €89, 992-999
tax retirn‘adjustments, 198
tiniiog of valuation, 672
vayuation of, 4, 664-665
S&T NetAdvantage, 143
S&:P Study, 450
Safe rate, 444
Salaries, 209, 978
Salary Assessor, 142, 209
Sale location, 361
Sale price, 352
Sales, 649
Sales forecasts, 248-260
and competition, 249
and inflation, 249
for new businesses, 260-270
and product demand, 249
revenue factors, 249
techniques, 249-260
average historical growth rate, 249-250
Monte Carlo simulation, 260
statistical trend models, 250-260
Salvage value, 394
Sample, 223-224
Sarbanes-Oxley law, 8
Schedule K, 198
Scrap value, 394
Sears Holdings Corp, 245-246
SEC Institutional Investor Study, 533, 537
Section 1031 (Internal Revenue Code), 3
Section 1060 (Internal Revenue Code), 3
Section 2036 (Internal Revenue Code), 758-760
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Section 2036(c)(Internal Revenue Code), 4
Section 2701 (Internal Revenue Code), 756-757
Section 2703 (Internal Revenue Code), 5, 757
Section 2704 (Internal Revenue Code), 757
Section 303 (Internal Revenue Code), 4
Securities, 19
definition of, Appendix 5 (CD-ROM)
fundamental analysis of, 110
marketable, 763-764
ownership information, 27
unlisted, 628-629
valuation of, 48, 624
Securities Act of 1933, 533
Securities and Exchange Commission (SEC), 298
Security Analysis, 938
Self-contained report, 640
Senda v. Commissioner, 760
Separation, date of, 779
Service businesses, 388
Services, 119
SGLPTL analysis, 316, 324-329, 378
Shareholder agreements, 506
Shareholder disputes, 907-964
dissenting shareholder matters, 910-911
and fair value, 908-910, 912-916
fair value methodology, 923-924
fair value report, 925-963
oppressed shareholder matters, 911-912
valuation dates, 917-923
Shareholder level discounts, 503
Shareholder rights, 907
Shareholder’s equity, 199
Sharpe, William E, 472
Short-term bonds, 445
Silber study, 539
Single period capitalization method, 426, 487
Size premium, 448-457, 460
Size risk, 331-332
Skewed distribution, 228
Small Business Jobs Act, 535
Smithway Motor Xpress Corp., 946
Software
fair value of, 730-731
Special interest purchasers
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Specialty chemical companies, 513
Specific company risk premium, 460-461
bottom line, 262-265
Butler Pinker Calculator, 465-471
double counting, 463

industry risk, 471
subject company comparison, 461-462
Spin-offs, 2-3
SRA, 407
Staff and support services, Appendix 1 (CD-ROM)
Standard & Poor’s Earnings Guide, 147
Standard & Poor’s Stock Reports, 148-149
Standard checklist, 94
Standard deviation, 227, 232
Standard Industrial Classification (SIC), 137-139
Standard Industrial Classification (SIC) code, 177,
295-299, 350, 352, 361, 1097-1102
Standard Research Consultants, 539
Standards of value, 103-110
cash or equivalent, 104-105
and compulsion to act, 106-107
definition of, Appendix 2 (CD-ROM), Appendix
4 (CD-RGM)
fair market »cuvie, 103-104
fair value; 107-108
intrincic value, 109-110
investmaent value, 108
op:n market, 105-106
and purpose of valuation, 110-111
Standards of Value: Theory and Applications, 776
Start-up business, 1041-1087
State Data Center, 135
Statement on Standards for Accounting and Review
Services (SSARs), 281
Statement on Standards for Tax Services No. 1, 54
Statement on Standards for Tax Services No. 3, 53
Statement on Standards for Valuation Services (SSVS),
44-56
appendix, 83-84
background, 44
forecasts in business valuation, 281-282
general interpretation, 44-45
litigation engagements, 45-46
PFP-specific engagements, 55-56
tax engagements, 46-54
valuation reports, 633
Statements on Auditing Standards (SASs), 281
Statements on Standards for Attestation Engagements
(SSAEs), 54, 281-282
Statistical Abstract of the United States, 129
Statistical inference, 224
Statistics, 223-236
central tendency, 224-226
coefficient of variance, 227
continuous variables, 224
correlation, 228-231
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correlation coefficient, 231
deciles, 226
definition of, 378
descriptive, 223-224
discrete variables, 224
frequency distributions, 224
inferential, 223-224
mean, 224
median, 224, 225
misuses of, 232-236
mode, 225
percentiles, 226
quartiles, 226
regression analysis, 228-230
skewed distribution, 228
standard deviation, 227
variation, 227-228
weighted arithmetic mean, 224-225
Statisticulation, 236
Statutory rule value, 902-903
Stern v. Stern, 787
Stock market index, 243
Stockholder disputes, 5-6
Stockholder loans, 392, 782-783
Stockholder’s equity, 363
Stocks, 199
fair market value of, 623
holding period for, 975
illiquid, 348
intrinsic value, 110
large block of, 51-52
market data, 135-136
preferred, 199
pricing reports, 302-303
private vs. public sales of, 974
quotes, 148

redemption of, in closely held companies, 4

restrictions on transferability, 975
size premium, 449-450

trading activity, 302-303
unaffected stock price, 517
valuation of, 47, 51-52, 388

Stocks, Bonds, Bills, and Inflation Yearbook, 131, 331,

447, 449

Stocks options, 6

Subject company analysis, 173

Subject company comparison, 461-465
barriers to entry, 462
competition, 462
depth of management, 462

economic conditions, 462

industry conditions, 462

location of business, 462

quality of management, 462
Subject interest

analysis of, 26

definition of, Appendix 5 (CD-ROM)
Subsequent events, 31-32, 846-847

and appraisal, 111-113

court cases, 33

excerpts from treaties, 32

in minority interest valuation, 970-971
Substitute products, 163-164
Substitution, principle of, 102
Summary report, 640-641

standards, Appendix 3 (CD-ROM)

suggested content for, 640

for valuation engagement, 35, 639
Supermajority, 506
Suppliers, bargein:iig power of, 164
Supplies, 88&
Supply sicte £quity risk premium, 447
Survey-o) Current Business, 130-131, 133
Survey of Law Firm Economics, 211
Sustaining capital reinvestment

definition of, Appendix 2 (CD-ROM),

Appendix 4 (CD-ROM)

Swift Transportation, 309-315, 914, 933

SWOT (Strengths, Weaknesses, Opportunities and

Threats) analysis, 173-175
Systematic risk, 449
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)

T

Tangible assets, 54, 391
within business enterprises, 714
definition of, Appendix 2 (CD-ROM),

Appendix 4 (CD-ROM)

return on, 434-435

Target, Inc., 514

Target Corp., 244-245

Tax
ad valorem, 6

Tax deductions, 7

Tax engagements, 46-54

Tax expense, 362

Tax Reform Act of 1986, 3, 392, 525
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Tax reporting
allocation of purchase price for, 3-4
Tax returns
adjustments, 198
Taxable income, 198
Technical Advice Memorandum 94-36005, Appendix
16 (CD-ROM), 116
Technological risk, 321, 461
Telescopic Observations strategic framework, 174-175
Terminal value, 416, 427-430
Thelien v. Thelien, 778
Third-party specialist, 24, 52-53
Thompson v. Thompson, 776
Thomson Financial, 144
Thomson Financial Mergers & Acquisitions, 368-370
Thomson One Banker, 144
Thomson Reuters Institutional Brokers Estimate
System, 144, 147
Times interest earned ratio, 180-181
TJX Companies, 244-245
Tort, 1002
Total asset turnover, 364
Total liabilities, 363
Total operating expenses, 361
Total stock returns, 472
Trade associations, 139-140
Trade receivables, 362
Trade secrets, 716
Trademarks, 716, 724-727
Trailer Bridge, Inc., 946
Transaction data, 145-146
Transaction services, Appendix 1 (C-KkDM)
Transfer pricing, 53-54
Transportation Corporation of America, 309-315, 933,
946, 948-949, 950
Travel expenses, 649
Treasury securities, 445
Treharne model, 683-685
Trend analysis, 194
Trend lines, 250-260
exponential, 259
linear, 250-256
logarithmic, 256-258
moving average, 260
polynomial, 258-259
power, 259
Tri-Continental Corp. vs. Battye, 935
Troubled Asset Relief Program (TARP), 166
Trout, Shulman & Associates, 538
Trout study, 538-539
Trucking industry, 244

Trugman Valuation Associates, Inc., 64

Trugman Valuation Associates Restricted Stock Study,
541-563

Typographical error, 657

U

Unaffected stock price, 517
Uncertainty of litigation, discounts for, 617-618
Undamaged balance sheet, 1079-1082
Undamaged cash flows, 1082-1083
Undamaged income, 1066-1079
Undamaged sales, 1053-1065
Underutilized capacity, 426
Unemployment, 159-161
Uniform Standards of Professional Appraisal Practice
(USPAP), 1, 15, 59, 61, 112, 633
Uniform Trade Secréis Act, 716
Unit of account, £95
Unlevered beta
defiritiren of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Unlicted securities, 628-629
Uaregistered stock, 542-545, 553-558
Unreported revenues, 782
Unsystematic risk
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Unverified expenses, 1025-1026
U.S. 1 Industries, Inc., 946
U.S. Code Title 15, 716
U.S. Code Title 17, 716
U.S. Code Title 35, 716
U.S. News and World Report, Inc., 969-972
US Salt v. Broken Arrow, Inc., 283
US Xpress Enterprises, 309-316, 914, 933, 948-949, 950
USA Truck, 933, 948-949, 950
USA.gov, 134
UUNe, 514

\Y%

Valuation, 1-15

acceptance form, 72-74

appraisal organizations, 11-15

assumptions and limiting conditions, 83-84

calculation agreement, 79-83

components of
appendices and exhibits, 638
conclusion of value, 638
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definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
factors to consider in, 624-629
history of, 1-2
nature and risks of, 22
overview, 1
providers, 8-11
accountants, 9
business brokers, 9
business valuation analysts, 8
college professors, 10
industry experts, 10
Internet, 10-11
investment bankers, 10
real estate appraisers, 10
purpose of, 110-111
questionnaire, 150-154
reasons for, 2-8
acquisitions, 2-3
ad valorem taxes, 6
allocation of purchase price, 3-4
bankruptcy, 2-3
buy-sell agreements, 5
charitable contributions, 7
damages litigation, 7
eminent domain actions, 7
employee stock ownership plans, 5
estate, gift, and income taxes, 4
fairness opinions, 8
financing, 6
initial public offerings, 6
insurance claims, 7
liquidations, 2-3
marital dissolution, 4-5
mergers, 2-3
reorganizations, 2-3
spin-offs, 2-3
stock options, 6
stockholder disputes, 5-6
retainer agreement, 75-79
scope of, 19

Valuation adjustments, 31, 39

application of, 618-619

control premium, 505-515

definition of, 501

in family limited partnerships, 762-768
in valuation report, 639

Valuation Advisors’ Lack of Marketability Discount

Study (VALOMDS), 582-583

Valuation analyst, 19

conflict of interest, 22

definition of, Appendix 5 (CD-ROM)
in divorce valuations, 775-776
independence, 23
objectivity, 22
potential liability, 655
professional competence, 21-22
qualifications of, 40, 638
representation of, 39, 638
scope restrictions or limitations, 24
understanding with client, 23
use of third-party specialists, 24
Valuation approaches and methods
asset, 29-30
cost, 29-30
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
income, 28
market, 30
Valuation assignmerit, 758
Valuation assurptions, Appendix 5 (CD-ROM)
Valuation dete, 51-32, 111-113
defiition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
in divorce valuations, 778-780
and shareholder disputes, 917-923

Valuation engagement, Appendix 5 (CD-ROM), 24, 34,

36,40-41, 43, 55
Valuation multiples, 316-319, 364
price to book value, 318-319
price to cash flow, 317
price to dividend, 318
price to net earnings, 317
price to pretax earnings, 317
price to sales, 318
Valuation of a Closely-Held Business, 938

Valuation of Privately-Held-Company Stock Issued As

Compensation, 707
Valuation procedure
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Valuation ratio
definition of, Appendix 2 (CD-ROM),
Appendix 4 (CD-ROM)
Valuation report, 34-41, 633-660
ASA Standards, Appendix 2 (CD-ROM)
common errors in, 656-657
components of, 633-639

assumptions and limiting conditions, 635

deficient operating assets, 638
description of assignment, 635
excess operating assets, 638
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financial statement/information analysis,
637
industry data, 637
introduction, 634-635
letter of transmittal, 634
nonoperating assets, 638
nonoperating liabilities, 638
qualifications of valuation analyst, 638
reconciliation of estimates, 638
representation of valuation analyst, 638
scope of work, 635
sources of information, 636
subject company data, 636-637
subject entity and nonfinancial
information, 636
table of contents, 634
valuation adjustments, 638
valuation approaches and methods,
637-638
defending, 655-656
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