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Curriculum

The question nobody’s asking
Know what they’ve got
Responding to concerns
Grow what they’ve got

Know their exit options
Starting the conversation
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Business Valuations:
The Courtroom Method
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Sample
Valuation
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The Diagnostic Tool

5/24/2011

eFor use at initial
meeting, annual

review, etc.

e Disturbs owners
about valuation issue

1. Dwner's evtimated company value
placement capital vahie
re sale proceeds value

If you don’t know, you can't plan.
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Required Items

Diagnostic Tool Corporate Tax Return
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1. Owner Guess
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| 1. Ask owner to estimate haw much the business is warth today.
| Cussiness name: A2C Fiaswal Home
Annual sales {from tax retumn pg. 1, |
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T ProductiSarvice Offered Fumeal

Oumer astimate how much & business worth today 7

5/24/2011 Eor producer use only,_Not for todlients

www.spardata.com




5/24/2011 For producer use onl

2. “Cash-In-Pocket”
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2o. How much cash does the business put in the owner's pocket annually?
Salary (f ry]_[Note: mummbers om tax returs mey cover momy officers] __|Pompe. Liea? |
ension and/or profit sharing plan ( any) from pg. 1. b 17
Life andfor baslth ing
Company-pal - (fif any)

Rent paid to owners real estate entity (if any)

Other company-paid benefits not listed above (stock options ete.)
Total cash business puts in cweer's pocket:

2b. Caleulate amount, earning 5%, needed to replace cash from business.
|Total cash from business to owner_(1500.000) divided by 5% =

[from pg. 1, e 18]

from py. L e 11|
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3a. At Risk Of Fire Sale?
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Sa.If the owner suddenly couldn't work... Circle response to each question
Would spouse own and/or control owner's stock? Y/N | Would peofits Bely decline? N
Would spouse be liable for compary's debts?  Y/N | Would key employees think about leaving? ¥/N
M spouie, does i/he lick enecutive experience? ¥/N | Would chients think sbout leaving? YN
Would sales likely fall In short term? 1N ¥=Fire Sale N=Going Concern

i o B sake.  this compuny s fir dake cancicite, B st slep b 19

2o, (Khnally the Lale proceed acpus the sen determined in Saction 1 sbown.|
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3b. Fire Sale Calculation
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‘Owner,
which number
should I use?”

T

If you don’t know, you can't plan.
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Diagnostic Tool
Conversation Starters

Here are some proven conversation starters to tee up a meeting to fill out the Diagnestic Tool together:

1. Fve been thinking about you and your business. What would happen if you couldn't come to
work tomorrow? | know how to analyze your corporate tax return 1o see if there is a problem.

. belong to a business cwner study group. A concept we studied rcently interests me but 'd
like to seee how it works in real life. Would you be willing 1o help me explore the idea?

w

. W is tirme for our annual review, This year I'd like 19 look at your corporate tax return to see il
ou have a ‘fire sale’ problem.

=

. (Elevator Speech) My name Is . | work a lot with business owners. In my experience most
have ne idea what their companies are actually worth, | can look at a company’s tax retums
and tell in 30 seconds if it will end up in a ‘fire sale”. If you want | will 2nalyze your business for
free. Ghve me your card if you are Interested.

Curriculum

The question nobody’s asking
Know what they’ve got

Responding to concerns

Grow what they’ve got
Know their exit options

Starting the conversation
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