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NACVA Instructions & Procedures
—— Case Analysis in Person (CAP) ——
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Instructions for Case Analysis in Person (CAP)


Participant Instructions

Case Analysis in person or by Phone (CAP) is a roundtable discussion by approximately six to eight participants who have read/reviewed the enclosed business valuation (BV) report.  All participants have equal voice.  There is a chairperson to act as Facilitator.  The Facilitator is not expected to be an “expert” who is to answer questions or provide definitive expertise on esoteric points that may arise during the roundtable.  The submitter of the report being reviewed may or may not be one of the roundtable participants.  The report being reviewed has been submitted to this peer group so the report writer may see his/her report through the eyes of others, learning how that report is viewed by the profession.  Each valuator may see a different solution; reasonable valuators may disagree but that does not, of itself, make any valuation incorrect.
The purpose of this CAP session is to provide an interactive meeting which provides all of the participants, as well as the member submitting the report, an opportunity to gain knowledge that will improve the quality of his/her valuation report.

Procedures

To accomplish this purpose, you are required to read the report while referring to NACVA’s Professional Standards, and the Business Valuation (BV) Scoring Key (pages 4–11), which provides a list of items to consider through your analysis of the report.  Overall, you are to attempt to follow the reasoning and the data provided and come to the same theoretical and mathematical conclusions as the preparer.  As a result of your analysis of the report, you are each required to state a minimum of two strengths and two weaknesses that you identified while reading the valuation report.  When determining strengths and weaknesses you are to consider the categories found in the BV Scoring Key.
The strengths and weaknesses identified by each participant will form the agenda for this meeting.  When each weakness is pointed-out for discussion, the participant who submitted the issue will be required to provide authoritative support, if applicable or available, and two or more suggestions for improvement.  This format for addressing weaknesses provides solutions to potential problems and discourages participants from simply stating unsupported negative opinions and comments about the report.

All participants are expected to take part in the roundtable discussion, which will help participants obtain greater value from the process.

Please take a few hours to review the report prior to the CAP session to be fully prepared to discuss the report during your roundtable discussion.

Meeting Information—In Person

You are scheduled to participate in the CAP session on Date: 
, at Location: 
 from Time: 
.  You will be sitting at Table #: 
; the tables will be identified as such.  Please arrive at least 15 minutes early to locate your table, meet the other participants, and be seated.  You may use any extra time to review key items you would like to discuss.  When the program starts the Facilitator of your table will take roll call.  Be sure to bring the report you have been given to review to your CAP session.  Additional copies of each case, and instructions, will not be provided onsite.  Please also note, requests to participate in a session at a later date will not be accommodated onsite.  Should you miss your scheduled session, you will need to call NACVA Headquarters and register for another session (additional fees may apply).
Punctuality

Please be at your table and ready to begin promptly when your session starts.  Joining late would require the discussion to be stopped in order to go back and review all that has been discussed, and wastes valuable time of those already present.  If you are late, make sure after the session has been concluded the Facilitator of the session has marked you as being present on the roll and the time you arrived.  The roll is necessary for documenting CPE and Recertification compliance.

Once again, please prepare for the roundtable by reading the report, and use NACVA’s Professional Standards and BV Scoring Key (pages 4–11) as a guide to review the report.  After completing your review and analysis, formulate your list of strengths and weaknesses (citing at least two strengths and two weaknesses) and where they fall within the corresponding categories found within the BV Scoring Key under which each falls and note those on the following worksheet:
Case Analysis in Person:  Date:
Table #
Report #

	Names
	Log-In Time
	Log-Out Time

	Facilitator: 
	
	

	Participants: 
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Cite at least two strengths and two weaknesses for each category using the following worksheet:
	Strengths and Weaknesses Categories
	Total Points
Possible

	Section I—Report Fundamentals:
	5 Points
Your Score: _____

	
	

	
	

	
	

	
	

	
	

	Section II—Quantitative Foundations:
	15 Points

Your Score: _____

	
	

	
	

	
	

	
	

	
	

	Section III—Analytical Foundations:
	20 Points

Your Score: _____

	
	

	
	

	
	

	
	


	Section IV—Valuation Foundation:
	30 Points

Your Score: _____

	
	

	
	

	
	

	
	

	
	

	Section V—Valuation Adjustments:
	20 Points

Your Score: _____

	
	

	
	

	
	

	
	

	
	

	Section VI—Conclusion of Value:
	10 Points

Your Score: _____

	
	

	
	

	
	

	
	

	
	

	
TOTAL:
	100 Points Possible

Total Score: _____


Conclusions and Recommendations (CAR)

When your table has concluded the analysis, (no more than one and one-half hours into the discussion), you are required to document in writing (page 12–13) your Conclusions and Recommendations (CAR) to provide feedback to the author of the report and in order to receive full credit for participation.  The group Facilitator will assign particular areas/items to each participant on which to comment.  Each participant is expected to provide a CAR report documenting at least TWO key strengths and TWO weaknesses, citing authoritative support, if applicable or available, and one or more suggestions for correcting and/or improving the report as it pertains to his/her assigned area.  Participants may contribute multiple recommendations in different areas, but must comment on their assigned area.  Individuals who do not document a CAR report will not receive recerti-fication credit.

Note: The Conclusions and Recommendations (CAR) reports will be duplicated, the submitter’s name removed, and sent to the report’s author.  Please make it worth his/her while.
Review Points

The Business Valuation Scoring Key that follows is being provided as a reference tool to guide you through the report in an organized manner drawing your attention to the items that should be considered in each grading category.  Items within this list serve as a useful guide for your discussion.  It is not necessary to discuss each of these items.  In addition, please take into consideration the timeframe in which the report was written.  A report that was written in 2000 should not be expected to comply with current standards.  The Case Analysis participants will decide based on identified strengths/weaknesses noted above what will be the focus of the discussion.
There are several elements which make one valuation report better than another.  This BV Scoring Key is broken into six categories with 24 sub-sections.  Each section is not necessarily independent of any other and all should be considered in the overall evaluation of the report.  Keep in mind that this report was sanitized and the actual name, location, valuator, company being valued, etc., have been deleted and/or changed.  It is possible that some of these changes may cause some key data to be left out of the version you are reviewing.  If you believe missing data was likely included in the full-un-sanitized version of the report, please consider your responses accordingly.  NACVA's Professional Standards are also provided.  Please review them.
—— Business Valuation Scoring Key ——

	[image: image3.png]


SECTION I—REPORT FUNDAMENTALS  (5 Points)

	1.  PRINCIPAL SOURCES OF INFORMATION—Attributes to Consider

	a. Provide all of the sources used to value the company.

b. Where information is received from management, provide a list of documents received.

c. Where information is utilized from other resources, provide the proper footnote or endnotes.

d. Qualifications—discuss your qualifications for valuing the company.

e. Describe who engaged you.

f. Opinion letter—who engaged valuator, purpose for valuation, per unit value

g. Is the report understandable to the reader?

h. Is there an appropriate Table of Contents?

i. Are there any obvious errors in the report?

j. Are there any obvious omissions in the report?

k. Does the report lead to a logical conclusion?

l. Is the report signed by the valuation analyst or persons responsible for issuing the report?

m. Is the report free of mathematical errors?

n. Is the report free of spelling errors?
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SECTION II—QUALITATIVE FOUNDATIONS  (15 Points)

	2.  COMPANY BACKGROUND—Attributes to Consider

	a. Number of shares/units or percentage of ownership interest to be valued.

b. Discuss the voting characteristics of the shares/units being valued.  If more than one class of stock/units is being values: discuss the characteristics of all classes of stock/units.

c. Discuss related party transactions.

d. Site visits: discuss the circumstances and observations of the site visit, including date(s)

e. History and Background of the Company (Provide a history of the company that includes the legal name of the company, form or organization such as C Corp or S Corp, the State of incorporation, who started the company, when started, type, and changes of entity type).

f. Prior Sales Transactions of Company Stock.

g. Restrictions on the Sale of Company Stock, and details on any Buy/Sell Agreements in place.  Discuss any restrictions on the transfer of the shares/units being valued.

h. Dividend payments, historical and current.

i. Subsidiaries and Affiliates.

j. Management and staffing: discuss number of employees by function.  Discuss the succession of existing management.


	2.  COMPANY BACKGROUND (continued)

	k. Products and Services: discuss the various product and services provided by the company.

l. Sales and Marketing: discuss how the company generates sales and markets its products or services.  

m. Discuss the industry and geographical issues.

n. Customer Concentration: discuss the customer concentration for the years being analyzed.

o. Size of the Company, Pricing Competition, and Competition: discuss how the size of the company affects value, how the company competes on pricing, who the competitors are and on what basis they compete.

p. Physical Facilities: discuss the adequacy and condition of the physical facilities.

q. Employee Benefits: discuss the various employee benefits and the related costs.

r. Proprietary Content and Proprietary Technology.  Discuss any proprietary content, patents or copyrights, etc. 

s. Discuss favorable access to raw materials, locations, government subsidies or experience curve.

t. Discuss long term lease arrangements (including real estate) and their impact on value

u. Product/Service Differentiation: discuss how the company’s products and/or services differ from its competitors.

v. Relative Product/Service Quality: discuss the quality of the products and/or services provided by the company.

w. Covenant Not to Compete: discuss the terms of any covenant not to compete.

x. Contracts: discuss how the company handles its contracts with customers.

y. Family Involvement: discuss the related parties working in the company, their job functions, compensation, etc.

z. Quality of Books and Records: discuss the internal controls that are in place and how their compliance may affect the value of the company.

aa. Employee Turnover discuss the turnover and address how the turnover affects the risk associated with the company.

ab. Environmental Issues: discuss any known environmental issues and how they affect the value of the company.

ac. Future Prospects: discuss the future prospects of the company.

ad. Summary of Positive and Negative Company Specific Factors and how they impact the risk associated with the company.


	3.  ECONOMIC CONDITIONS—Attributes to Consider

	a. U.S. Economy: discuss Consumer Spending, Services, Manufacturing, Capital Spending, Real Estate and Construction, Agricul-ture, Natural Resource Industries, Financial Services and Credit, Employment and Wages, etc., of the National Economy and how they affect the company.

b. State Economy: discuss Consumer Spending, Services, Manufacturing, Capital Spending, Real Estate and Construction, Agricul-ture, Natural Resource Industries, Financial Services and Credit, Employment and Wages, etc., of the State Economy and how they affect the company.

c. Regional/Local Economy: discuss how the company is affected by the regional or local economy.

d. Summary and Conclusion of Economic Conditions, provide a recap of how the company is affected by the National, State and Local economic conditions.


	4.  INDUSTRY AND COMPARATIVE ANALYSIS—Attributes to Consider

	a. List the various NAICS or SIC codes for the industry and a brief description of the industry.

b. Overview, provide an adequate overview of the industry, explaining the industry trends, current status and the future prospects in the industry.  Also discuss any regulatory agency that has a voice in the industry the company operates in and how the regulations affect the company.

c. Market Share: discuss the Company’s positioning relative to the industry and competition.

d. Ease of Market Entry, Threat of Market Entry, Barriers to Market Entry: discuss the ease, barriers and obstacles of entering the market.  Provide a summary of the barriers to entry  and how they affect the company.

e. Economies of Scale: discuss the economies of scale including Product Differentiation, Capital Requirements, Switching Costs, Access to Distribution Channels, Cost Disadvantages Independent of Scale.

f. Threat of New Entrants: discuss the bargaining power of suppliers, the bargaining power of customers, the threat of substitute products and the rivalry between incumbents.  Provide a summary of how the threats of new entrants affect the value of the company.
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SECTION III—ANALYTICAL FOUNDATIONS  (20 Points)

	5.  FINANCIAL ANALYSIS—Attributes to Consider

	a. Financial Information Provided: discuss how the financial information was prepared, audited, reviewed, compiled, internally prepared, tax returns, who prepared the financial information, etc.

b. Results of Operations and Comparison to the Industry, provide a summary description of the financial performance of the company over the years of the analysis.

c. Balance Sheet Review, provide the company’s historical balance sheets in the report or as exhibits with adequate detail to review for possible normalizing entries.  Provide adequate support for all balance sheet adjustments.

d. Income Statement Review, provide the company’s income statements in the report or as exhibits with adequate detail to review for possible normalizing entries.
e. Statement of Cash Flows, provide the company’s historical statement of cash flows in the report or as exhibits with adequate detail to review for possible normalizing entries.

f. Years analyzed, provide a discussion of the years used for the valuation analysis.  Justify why the beginning years was used and why the number of years of analysis was selected.

g. Inventory: discuss the method of costing the inventory, FIFO, LIFO, etc., and provide analysis and calculations for LIFO adjustment if LIFO is used.


	6.  INDUSTRY COMPARISON ANALYSIS—Attributes to Consider

	a. Comparative Ratio Analysis provide the company’s comparative ratio analysis in the report or as exhibits with adequate detail.

b. Liquidity Ratios, provide a discussion and trend comparison of the Liquidity Ratios.  At a minimum discuss the Current Ratio, the Quick Ratio, and the Working Capital Turnover.

c. Turnover Ratios, provide a discussion and trend comparison of the Turn-over Ratios.  At a minimum discuss the Accounts Receivable Turnover, Inventory Turnover Ratio, Accounts Payable Turnover and the Operating Cycle.

d. Leverage Ratios provide a discussion and trend comparison of the Leverage Ratios.  At a minimum discuss the Net Fixed Assets to Tangible Net Worth, the Total Liabilities to Tangible Net Worth, the Current Liabilities to Tangible Net Worth, the Total Assets to Equity, the Total Debt to Total Assets, and the Long-Term Debt to Equity.

e. Solvency Ratios, provide a discussion and trend comparison of the Solvency Ratios.  At a minimum discuss the Interest Coverage Ratio.

f. Income Statement Review provide a discussion and trend comparison of the Turnover Ratios.  At a minimum discuss the Revenues and Net Operating Profit; provide a discussion and comparison of the Revenues and Operating Profit Ratios.  At a minimum discuss the Sales Growth Rate, the Gross Profit, the Operating Profit, the Net Income before Tax, Return on Equity, the Return on Assets, the Net Sales to Net Worth, the Operating Earnings Growth Rate, the Earnings Standard Deviation, and he Z-Score.

g. Peer Comparison. Have the financial statements been put on a comparable basis between the Company and the industry data?  Was the proper year of industry data used for the industry comparison? Were the selected industry ratios the most appropriate for the comparison?


	7.  SUMMARY—RATIOS—Attributes to Consider

	a. Summary of Financial and Industry Comparison Analysis: discuss how the ratios listed above affect the value of the company.


	8.  NORMALIZING ADJUSTMENTS—Attributes to Consider

	a. Have the historical earnings been adequately normalized? Normalizing Entries, have all balance sheet and income statement items been properly adjusted to reflect the standard of value and the Company’s earnings capacity?  

b. Are the Normalizing Entries reasonable relative to the level of value? (Control vs. Lack of Control interest)

c. Leasehold Interest discuss the leasehold arrangements and the net present value of any favorable leases.


	8.  NORMALIZING ADJUSTMENTS (continued)

	d. Officers Compensation discuss and justify adjustment to officer’s compensation.  Show calculations for tax affecting (payroll) the officer’s compensation adjustment.

e. Depreciation discuss how the future depreciation expense was calculated.  Discussion should include Section 179, Economic Useful Life of existing assets and projected capital expenditures.

f. Were non-operating asset identified and adjustments made when appropriate?
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SECTION IV—VALUATION FOUNDATION  (30 Points)

	METHODS OF VALUATION—Asset

	9.  Asset Approach—Attributes to Consider

	a. Are all of the tangible assets and liabilities adjusted that should be adjusted?

b. Are intangible assets properly adjusted?

c. Are there any off balance sheet items not recorded on the balance sheets?

d. Is there adequate support for any built-in capital gains tax?

e. If approach is not used, did valuation report address why?


	10.  Excess Earnings Method—Attributes to Consider

	a. Is the Earnings Capacity supportable? Discuss and provide calculations for Ongoing Earnings Capacity.  Specifically discuss the use of the Unweighted Average Method, the Weighted Average Method, the Trend Line—Static Method, the Trend Line—Projected Method and the Projected Growth Rate in Earnings.  Explain each method and discuss how the Ongoing Earnings Capacity was selected.

b. Have the net tangible assets been properly determined?

c. Have non-operating assets and/or liabilities been excluded? Was the income/expense from the non-operating assets removed from the company’s adjusted earnings?

d. Is the Rate of Return on Net Tangible Assets adequately discussed and supported?

e. Is the Rate of Return on Intangible Assets adequately discussed and supported?

f. Is there some type of sanity check performed for reasonableness of the method used?

g. Have any non-operating assets been added back and/or non-operating liabilities reduced from total value?


	METHODS OF VALUATION—Market Approach—Attributes to Consider

	11.  Market Data Analysis—Public Companies

	a. Does the analyst document a reasonable attempt to search for public companies—describing search criteria, number of companies identified, and specific reasons these companies were not considered?

b. Is the population from which the comparable companies selected adequately disclosed?

c. Is it clear that all qualified companies from the population have been considered?

d. Are the public company transactions close enough to the valuation date to be relevant? If the public companies data is somewhat removed from the valuation date: discuss the reason for its use.

e. Specify the sources of the earnings growth rates for the public companies.


	11.  Market Data Analysis—Public Companies (continued)

	f. Are the criteria for selection of public companies adequately discussed?  Indicate how the public company transactions were selected for comparability.  Specifically address the Size, Sales, Employees, Management and Business Form, Geographic Location, Growth, One Year Sales Growth Percentage, Three Year Sales Growth Percentage, Current Ratio, Quick Ratio, Average Collection Period, Profitability, Return on Total Assets, Return on Equity, Gross Profit, Operating Profit, Net Profit, EBITDA Percentage, Accounts Receivable Turnover, Inventory Turnover, Fixed Asset Turnover, Total Asset Turnover, Working Capital Turnover, Total Debt to Total Assets, Long-Term Debt to Equity. Provide all sources of information used.

g. Does the report clearly discuss which market multiples were used and why they are or are not appropriate? Are the market prices for the public companies appropriate as of the valuation date?

h. If adjustments were made to the public companies, were they adequately disclosed and discussed?


	12.  Direct Market Data Method—Mid Market

	a. Is the population from which the comparable companies selected adequately disclosed?

b. Is it clear that all qualified companies from the population have been considered?

c. Are the criteria for selection of Mid-Market companies adequately discussed? Indicate how the Mid-Market company transactions were selected for comparability. Specifically address the Size, Sale , Employees, Management and Business Form, Geographic Location, Growth, One Year Sales Growth Percentage, Three Year Sales Growth Percentage, Current Ratio, Quick Ratio, Average Collection Period, Profitability, Return on Total Assets, Return on Equity, Gross Profit, Operating Profit, Net Profit, EBITDA Percentage, Accounts Receivable Turnover, Inventory Turnover, Fixed Asset Turnover, Total Asset Turnover, Working Capital Turnover, Total Debt to Total Assets, Long-Term Debt to Equity. Provide all sources of information used.

d. Does the report clearly discuss which market multiples were used and why they are or are not appropriate?

e. Are the market prices for the public companies appropriate as of the valuation date?

f. Are the public company transactions close enough to the valuation date to be relevant?

g. If the public companies data is somewhat removed from the valuation date: discuss the reason for its use.


	13.  Direct Market Data Method—Transaction Databases  (BIZCOMPS®, IBA, Pratt’s Stats™)

	a. Are the criteria for selection of transactions adequately discussed?

b. Is the population from which the transactions selected adequately disclosed?

c. Is it clear that all qualified companies from the population have been considered?

d. Does the report clearly discuss which market multiples were used and why they are or are not appropriate?

e. Are the transactions appropriate as of the valuation date?

f. Are the transactions close enough to the valuation date to be relevant?

g. If the transaction data is somewhat removed from the valuation date: discuss the reason for its use.

h. Is there an adequate discussion of what type of assets are included in a typical sale, what a typical sale is, how to rank the transactions, and dealing with outliers?  (Provide appropriate footnotes)

i. Is there an adequate discussion of when and how to use the mean multiple?

j. Is there adequate analysis of the Sales Price to Earnings and the Sales Price to Gross Sales Ratios?

k. Is there an adequate explanation as to why a multiple was or was not selected?

l. Is there a discussion of when to use or not use premium or discounts when using the Direct Market Data Method?


	14.  Industry Specific Multiples

	a. Does the report clearly discuss the criteria for selection, which industry specific multiples were used, and why they are or are not appropriate?

b. Are the transactions appropriate as of the valuation date? If the transaction data is somewhat removed from the valuation date: discuss the reason for its use.

c. Is there an adequate discussion of which multiple was used and why it was used?

d. Is there a discussion of when to use or not use premium or discounts when using the Industry Specific Multiples 


	METHODS OF VALUATION—Income Approach

	15.  Income Approach—Attributes to Consider

	a. Is the type of income clearly defined?  (Net income, operating income, net cash flow to equity, net cash flow to invested capital, etc)

b. Is there adequate support for determining the Earnings Capacity of the company?

c. Is the discount rate adequately supported?
d. Discuss and provide calculations for Ongoing Earnings Capacity.  Specifically discuss the use of the Un-weighted Average Method, the Weighted Average Method, the Trend Line—Static Method, the Trend Line—Projected Method and the Projected Growth Rate in Earnings. Explain each method and discuss how the Ongoing Earnings Capacity was selected.

e. Is there an adequate discussion of the Principles of Cost of Capital Components?

f. Is the selection of a safe rate explained and justified? 

g. Is there an adequate discussion of the Relationship of Discount Rate to Capitalization Rate?

h. If approach was not used, does the report address reasons why?  


	16.  Capitalization of Earnings Method—Attributes to Consider

	a. Is the capitalization rate reasonable for the company?

b. Is the Earnings Capacity reasonable for the company?

c. Is the final value reasonable for the company?

d. Were the Non Operating Assets included in the final value?

e. Was the income/expense from the non operating assets removed from the company’s adjusted earnings?


	17.  Discounted Cash Flow Method—Attributes to Consider

	a. Does the report adequately address the “type” of cash flow used and why?

b. Is there adequate disclosure of who made the cash flow projections?  (who made them, when, what for, what adjustments were made to the projections, etc.)

c. Is there adequate analysis and discussion of the projected depreciation expense?

d. Depreciation discuss how the future depreciation expense was calculated.  Discussion should include Section 179, Economic Useful Life of existing assets and estimated capital expenditures.

e. Is there adequate analysis and discussion of the projected capital expenditures, changes in working capital, projected minimum cash balances, and projected changes in long-term debt?

f. Has the report properly addressed the impact of non-operating assets and liabilities in the cash flow projections and the impact on the final value?

g. Was the income/expense from the non operating assets removed from the company’s adjusted earnings?


	18.  WACC

	a. Is there adequate discussion of the WACC and when it is used?

b. Is there adequate disclosure of the sources of equity and debt?  (Cite publications, online, etc.)

c. Is there adequate support for weighting the debt and equity?  Is the basis for the weighting discussed?

d. Is there an adequate discussion of the iterative process?


	19.  Build-Up Methods—Attributes to Consider

	a. Is the Risk Free Rate of Return effective as of the valuation date?

b. Is the Common Stock Equity Risk Premium as of the year of the valuation?

c. Is the Small Capitalization Equity Risk Premium as of the year of the valuation?


	19.  Build-Up Methods—Attributes to Consider (continued)

	d. If the Industry Risk Premium was used, did the report adequately identify the source?

e. Was the proper size premium used?

f. Describe in detail how the company specific risk was determined.

g. Is there an adequate discussion of the Expected Long-Term Earnings Growth Rate and the justification for the Long-Term Growth Rate selected?


	20.  Capital Asset Pricing Model—CAPM

	a. Is the Risk Free Rate of Return effective as of the valuation date?  Are the other components of the rate effective either as of the valuation date or the year of the valuation date?

b. Is the equity risk premium adequate?

c. Is the size premium adequate?

d. Is there adequate support for the beta?

e. Is there a discussion as to the Assumptions of the Capital Asset Pricing Model?

f. Is the discount/capitalization rate appropriate for the valuation?


	21.  Risk Rate Component Model

	a. Does the report demonstrate an understanding of how to use the Risk Rate Component Model?


	22.  Use of Projections

	a. Income Statements

I. Are the projected income statements presented with adequate detail?  (Nominal, common sized, trends)

II. Are the projected income statements presented in a form comparable to the historical financial statements?

III. Are the assumptions for the projected income statements adequately disclosed and are they reasonable?

b. Balance Sheet

I. Are the projected balance sheets presented with adequate detail?  (Nominal, common sized, trends)

II. Are the projected balance sheets presented in a form comparable to the historical financial statements?

III. Are the assumptions for the projected balance sheets adequately disclosed and are they reasonable?

c.
Statement of Cash Flows

I. Are the projected statement of cash flows presented with adequate detail?  (Nominal, common sized, trends)

II. Are the projected statement of cash flows presented in a form comparable to the historical financial statements?

III. Are the assumptions for the projected statement of cash flows adequately disclosed and are they reasonable?

d.
Ratios

I. Are the projected ratios presented with adequate detail?  (Nominal, common sized, trends)

II. Are the projected ratios presented in a form comparable to the historical financial statements?

III. Are the assumptions for the projected ratios adequately disclosed and are they reasonable?




	SECTION V—VALUATION ADJUSTMENTS  (20 Points)

	23.  Premium/Discounts

	a. Discuss the adequacy of including a Control Premium to the final value.

b. Discuss the adequacy of including a Minority Interest Discount to the final value.

c. Discuss the adequacy of including a Marketability Discount to the final value.  Demonstrate an understanding and the ability to apply the following marketability studies. (Institutional Investors Study, Public Offering Studies, Security Exchange Commission Study, The Gelman Study, Trout Study, The Moroney Study, The Maher Study, Standard Research Consultants, Pittock/Stryker) Study, Silber Study, FMV Opinions, Inc (Hall/Polleck) Study, IPO Studies, Emory Study.

d. If a model was used to support a marketability discount, has the report demonstrated adequate understanding and use of that model? 

e. Summarize the various marketability discount studies.

f. Discuss the adequacy of including other premiums and/or discounts (e.g., key man, stock restrictions, one-time loss, built-in gains, etc.)  to the final value if appropriate.
g. Discuss the application of all discounts or premiums as applied to both a control and minority shareholder.

h. Is there adequate support for the premiums and or discounts applied?

i. Discuss the degree of control or lack of control characteristics

j. Discuss and provide rational and calculations for control premium or lack of control discounts
k. Has the report adequately addressed the impact and applicability of Court Decisions in arriving at the final discount or premium?


	SECTION VI—CONCLUSION OF VALUE  (10 Points)

	24.  CONCLUSION OF VALUE

	a. Is there an adequate Synthesis and Reconciliation of the values?

b. If necessary, does the report address mathematical versus subjective weighting?

c. Is there replicability of all calculations in the report?
d. Is there an adequate justification of the methods of valuation selected?

e. Is the Final Opinion of Value consistent with the analysis performed?


—— REQUIRED FOR RECERTIFICATION CREDIT ——

Conclusions and Recommendations (CAR) Report
When the group has concluded their analysis, each participant is required to document at least

two key strengths and two weaknesses, citing authoritative support, if applicable,
and one or more suggestions for correcting and/or improving any area(s) of concern.
Complete an individual written Conclusions And Recommendations Report (using this form), and turn it in to the Facilitator for review and eligibility to receive Recertification credit for his/her participation.  Facilitators should turn all CAR reports, rosters, and fees into the State Chapter President to forward on to NACVA HQ.
REPORT NUMBER or COMPANY BEING VALUED: _____________________________________
PRINT YOUR NAME: 

REPORT SCORE: 


If you used this meeting to satisfy one of your Recertification Requirements, please indicate below the method of payment to cover the $150 administration fee: payable by credit card, check (payable to NACVA), or you may request to be  billed/invoiced for the $150 recertification fee.

PAYMENT METHOD:
Check #: 

 Bill Me $150
Charge My:   AMEX
 VISA
 MasterCard
 Discover
 Diners Club

Credit Card Number: 

Expiration Date: 


Credit Card Billing Address: 

City: 

State: 

ZIP: 

Tel: 


Signature of Applicant*: 

Date: 


*
Your signature will authorize NACVA to confirm the above information via e-mail and/or fax, if necessary, and authorize NACVA to use either medium for future communication.  NACVA will not disclose or share this information with third parties to secure confidentiality.

—— Continue on Back, if necessary ——
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