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Valuable Valuation

Readers will recall that the last issue of Thelosely held firms which suffer from a lack of
Management Accountant focused on corporaliguidity).

strategy._ One of the foremost _requwer_nents %e most common approaches to valuate a business
formulating a corpor_ate_ Stfatng EJe estlmgte ﬂ%ﬁe: asset approach (establishment of fair market
value of one’s organizgaigh, Bu3Inessvaluation '%glue, replacement value or liquidation value of the

process and a setotpragedgres used to eSt'mﬁgets and liabilities), market approach (future

Lhe _econor\r/uf V?Iue_of an dO\E)vn(:rs m'Felrest |Er?iaintainable earnings valuation- capitalisation rate,
usiness. vaiuation Is used by financial Mark@e .o nt rate and discounted cash flow methd ds)

|toart|C|pants t(.) d?termme LI [irlce thley ?rebwn_l ""Ynd market appoach (relative valuation compdred
0 pay or receive to consummate a sale of a busin kompany & comparable transactions).

In addition to estimating the selling price of a business, _ _ _
the same valuation tools are often used by businé4derstanding how to value a business and give an
appraisers to resolve disputes related to estate &ggurate business appraisal is a difficult and t

agreements, and many other business and lefjéite business owner eventually adjusts the pri
purposes. how the market is responding, the deal will often be

, .__tainted with the view that something is wrong with
The most common benefits of an annual busme%s . . :
. . ) - the business or that the owner is desperate. Setting
valuation policy include: Accountability and

. ' eil eprice for a business that is too low can often rgsult
Performance (an annual business valuation enah % ! - ]
IN the business owner not realizing the full benefit of

the shareholders to see the value that is beipg. . . :
: P ir investment, ultimately losing out on the true
consistently created or despZgstisitg managemgﬂsiness value. Determining the cost of valuing a

of the firm), Estate Planning Purposes (marB/ | ] :
i i usiness is dependent on the size and complexity of
shareholders have on-going estate planning strategjes . :
e business being evaluated, as well as any

aimed at protecting wealth for heirs), Buy-se .
S . hmdamental factors that may affect the business
situations (for those firms that do not have buy-se :

: . .~ value: Business Cash Flow, Industry Sector,
agreements in place, annual business valuations gre " :
e y ompetition, Buyer Market, Employee Skill Level,
a good way of avoiding disputes that may arise when ; 5 o Invol (R h
a shareholder seeks to sell his shares to the ot #jP omerBase, Lwner involvement, Revenue, nge

shareholders), Facilitate Banking (the ability of afiri BHS'W?SS’ Auellistenliyy @i HITenelng ey o
to borrow based on the value of the goodwiill or thFérOfItab iy Bl
value of the company's shares may expand thbe articles covered in the currentissue are aifned
universe of value-creating investment optiont® equip readers with facts and issues on business

available) and Expands the Investment Options (fealuation.
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