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WHO PERFORMS VALUATIONS?

• Certified Valuation Analyst (CVA) = National Association of Certified 
Valuators and Analysts

• Accredited in Business Valuation = American Institute of Certified 
Public Accountants

• Certified Appraiser = Appraisal Institute (they value assets, particularly using “Sales 
Comparisons”, “Replacement Cost”, and “Income”.

• Certified Public Accountants = American Institute of Certified Public 
Accountants

• Other



TOPICS TO DISCUSS:

• General provisions of SSVS No. 1
• Essential concepts in the valuation process
•  Practical presentation of a “calculation engagement” 

– Company data
– Methods used
– Analysis before the conclusion of value
– Conclusion of value



GENERAL PROVISIONS OF SSVS NO. 1

• Establishes standards for AICPA members who are engaged to 
estimate the value of a business, business ownership interest, 
security or intangible assets, collectively referred as the “Subject 
Interest”.

• The member performing the engagement is referred as to the 
“valuation analyst”.

• The standard discusses two types of engagements:
– Valuation Engagement 
– Calculation Engagement (the matter in this program)



GENERAL PROVISIONS OF SSVS NO. 1 (CONTINUED)

• Types of Engagements
– Valuation Engagements – is performed when:

• The engagement calls for the valuation analyst to estimate the 
value of a “subject interest”, and,

• The valuation analyst estimates the value and is free to apply 
the valuation approaches and methods he/she deems 
appropriate for the circumstances.

The valuation analyst expresses the results of the valuation as a 
“Conclusion of Value”, a conclusion which could be either a 
single amount or a range.



GENERAL PROVISIONS OF SSVS NO. 1 (CONTINUED)

• Types of Engagements
– Calculation Engagements – is performed when:

• The valuation analyst and the client agree on the valuation 
approaches and methods the valuation analyst will use and the 
extent of the procedures the valuation analyst will perform in 
the process of calculating the value of a “subject interest”, and,

• The valuation analyst calculates the value in compliance with 
the agreement.

The valuation analyst expresses the results of the procedures 
performed as a  “Calculated Value”, and also could be expressed 
as a single amount or a range.



• Subject Interest – the valuation analyst could be engaged to 
calculate the value of:
– Business Enterprise
– Company equity 
– Intangible asset

• The three (3) basic elements to define and establish the focus for a 
valuation:

– Standard of Value
– Level of Value
– Premise of Value

ESSENTIAL CONCEPTS IN THE VALUATION PROCESS



• Standard of Value
– Fair Market Value
– Fair Value 
– Investment Value
– Intrinsic Value
– Liquidation Value
– Net Book Value
– Loan Value
– Replacement Value
– Appraisal Value
– Face Value
– Etc.

ESSENTIAL CONCEPTS IN THE VALUATION PROCESS (CONT.)



• Level of Value
– Take into consideration ownership characteristics including market and  control 

conditions
• Lack of marketability
• Lack of control

– Common levels of value:
• Synergistic
• Control
• Non-controlling, blockage
• Non-controlling, marketable
• Non-controlling, non-marketable

ESSENTIAL CONCEPTS IN THE VALUATION PROCESS (CONT.)



• Premise of Value
– Refers to the premises definition related to the future activities of 

the business subject to valuation
– Is a function of the major and best use of the business assets
– Includes the following premises of value:

• Going Concern
• Orderly Liquidation
• Forced Liquidation

ESSENTIAL CONCEPTS IN THE VALUATION PROCESS (CONT.)



• Valuation Approaches 
– Market (Market Based) Approach
– Income Approach
– Net Asset Approach 
– Cost Approach

• Other important concepts in valuation:
– Valuation (or normalization) adjustments
– Rules of Thumb
– “Value drivers”

ESSENTIAL CONCEPTS IN THE VALUATION PROCESS (CONT.)



• Income Approach Methods
– Capitalization of benefits
– Discounted future benefits (cash flows)

• Asset Approach and Cost Approach
– Identification of assets and liabilities
– Value of assets and liabilities
– Liquidation costs (if applicable)

• Market Approach
– Guideline public company method
– Guideline company transaction method

ESSENTIAL CONCEPTS IN THE VALUATION PROCESS (CONT.)



Company Data 



HISTORICAL BALANCE SHEETS



HISTORICAL STATEMENTS OF INCOME



FINANCIAL RATIOS



Approaches and Methods
for the illustration purposes with “Equity” as Subject 
Interest



Market Approach and Methods



GUIDELINE TRANSACTION METHOD – BVDATA WORLD



GUIDELINE TRANSACTION METHOD – BVDATA WORLD (CONT.)
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• Market Reference:

GUIDELINE TRANSACTION METHOD – BVDATA WORLD (CONT.)



MARKET APPROACH – REVENUE AND EBITDA – COMPANY’S ANALYSIS



MARKET APPROACH – REVENUE AND EBITDA
NORMALIZATION ADJUSTMENTS



• Calculation:

GUIDELINE TRANSACTION METHOD – BVDATA WORLD (CONT.)



MARKET APPROACH

• Guideline Publicly Trade Method:

• Source: Company Annual Reports filed before SEC and Finance Web Pages, 
among other.



GUIDELINE PUBLICLY TRADE METHOD

• Calculation:



Income Approach and Methods



INCOME APPROACH – CLIENT’S PROJECTIONS

The Company should prepare a set of financial projections, for at least, a three years 
period.



INCOME APPROACH – DISCOUNTED NET CASH FLOWS



INCOME APPROACH – DISCOUNT AND CAPITALIZATION RATES



INCOME APPROACH – DISCOUNT RATES FACTORS



Analysis before the conclusion 



ADDITIONAL ANALYSIS

• The valuation analysts is required to analyze the composition of the 
assets and liabilities before reaching a conclusion of value.

• There could be assets that should be added to the value, either if 
the subject interest is the enterprise value or the equity.

• There could be liabilities which should be adjusted to their “fair 
value” if the lending terms are not within the market.

• The result of the additional analysis should be reflected in the final 
calculated value. 

• Examples of additional assets:
– Cash, Investment in Securities, Investments in Subsidiaries, 

Non-Operating Real Estate, etc.
• Examples of additional liabilities:

– Due to affiliated companies, preferred shares with terms like 
debts, etc.



Calculated Value



The valuation analysts concluded that the Calculated Value of the 
ownership equity interest is $18,000,000. 



Thanks!
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