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Discounted Cash Flow Method (DCF):
In this method, the acquirer “buys” future income discounted for risk. The discount rate is influenced by internal factors
(e.g., dependency on the owner) and external market factors (overall industry stability/growth, interest rates).

Market Comparables (“Comps”) & Rules of Thumb:
In this method, the acquirer arrives at a value by comparing a business with companies of a similar size and industry that
have sold recently. Rules of thumb have developed over time to provide a close approximation for certain industries.

Liquidation Value:
This is usually a worst-case scenario and involves the hypothetical value of the business if it were to be closed and all
assets liquidated.

Our Method
Our Estimate of Value makes use of the first two methods by comparing industry standard data sources of over 50,000 market
transactions along with Rules of Thumb for hundreds of NAICS codes to determine an
average market price. Your Value Builder Score is used to measure soft risks and therefore where you will likely land on the range
of value typically found among similar businesses in your industry.

While we always show an estimate of value, higher-scoring businesses can command strategic prices that may go significantly
higher than estimated, while lower scores may indicate that the business is not sellable beyond its liquidation value.

While a valuation may sometimes include inventory, usually the business is sold on a debt-free, cash-free basis, meaning the
seller would assume any cash or debts as well as non-direct assets (i.e., real estate).
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