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Administration

If you need CPE credit, please participate in all 

polling questions throughout the presentation.



Administration

A recording of todayôs webinar will be emailed 
for your reference or to share with others.



Administration

For best quality, call in by phone 
instead of using your computer speakers.



Administration

To ask questions during the presentation, 
use the questions box on the right side of your screen.



Please provide your feedback 
at the end of todayôs presentation.

Administration
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Cathy Mitchell
Vice President

Business Valuation Services

VCathy specializes in valuation.

VCathy primarily works with closely held and 

family-owned organizations.

VShe has earned the Accreditation in Business 

Valuation (ABV) credential.
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Todd Richardson
Vice President

Corporate Finance Services

VTodd leads AGHôs M&A and corporate finance 

services team. 

VHe works with family-owned and closely held 

entrepreneurial businesses.

VTodd also provides buy-side advice to those 

who are actively acquiring businesses or 

seeking financing for organic growth.



Todayôs objectives

Identify impact of COVID-19 on business 
valuations and an overview of how 
business valuations are performed

Understand how COVID-19 affects the 
business transaction market

Learn strategies to mitigate related 
challenges AND to exploit any 
opportunities



How is a business valuation done?

Business 

History/Nature 

& Review of 

Documents

Industry 

Conditions

Economic 

Conditions

Understand Value 

Drivers & Apply 

Valuation

Methods

Apply Valuation Adjustments

Conclusion of Value

Normalized

Financial 

Performance

Financial 

Condition

-Fair market value (FMV), Fair value (FV), 

Strategic value-depends on Who/When



Review company documents

Business prenups or buy-
sell agreements can be 
ñticking time bombs or 
reasonable resolutionsò.



Elements of buy-sell agreements:

Define takes, puts or ROFRs

Address trigger events

Set price ïformula, fixed prices, appraisal, discounts

Include terms for price payment & funding

Consider other permitted transfers

Satisfy business and legal requirements



POLLING QUESTION #1
Please answer for continuing education credit



Normalization adjustments put 
financials on a basis which reflects a 
companyôs true economic earning 
power.

Examples:

1. Remove extraordinary transactions

2. Adjust expenses to market level

3. Eliminate non-operating items

4. Consider ones related to COVID-19

Valuation is more than applying a multiple

ñManagers and investors alike must 

understand that accounting numbers 

are the beginning, not the end, of 

business valuation.ò ïWarren Buffett 



Key drivers:

ÅSustainable profits

ÅCompetent management team

ÅDiversified customers/vendors

ÅRealistic growth strategy

ÅTransferable contracts

ÅProprietary product/service

ÅNoncompete agreements

ÅManagement succession plan

Value drivers

They increase growth of or reduce 

risk underlying FUTURE cash flow.

ñIf past history was all there was to 

the game, the richest people would 

be librarians.ò ïWarren Buffett 



Business valuation approaches

Adjusted

Often this is the primary 

approach when the business has 

losses, nominal projected cash 

flow, or is asset-intensive.

Value is based on the present 

value of expected future

ownership benefits.

Approach is based on the principal of 

substitution which assumes a buyer 

would pay no more than the cost to 

acquire a substitute property with the 

same utility.

VALUATION APPROACHES

Asset-based 

methods

Income-based 

methods

Market-based 

methods

Adjusted book value

Liquidation value

Capitalization of 

earnings

Discounted free cash 

flow

Guideline Public Co.

M&A

Transaction Data



Asset approach
ÅBecomes paramount at least as a floor 

value

Income approach
ÅDiscounted normalized cash flow may be 

best methodology

Market approach
ÅAdjust market multiples downward 

generally, maybe higher for essential 
industries

COVID-19 effect on valuation approaches



How is a business valuation done?

Business 

History/Nature 

& Review of 

Documents

Industry 

Conditions

Economic 

Conditions

Understand Value 

Drivers & Apply 

Valuation

Methods

Apply Valuation Adjustments

Conclusion of Value

Normalized
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-FMV, FV, Strategic Value-depends on Who/When



In valuing a company, only circumstances 

existing at the valuation date should be 

considered.

Late February/early March when the virus 

started to spread, and the stock market 

began to reflect the expected economic 

impact is generally considered the 

known/knowable timeframe.

Use any valuation with a valuation date pre-

COVID-19 with caution.

When was COVID-19 known or knowable?



POLLING QUESTION #2
Please answer for continuing education credit



COVID-19 legislative benefits must be 

considered for business valuation purposes-

ÅPPP (Paycheck Protection Program)

ÅEIDL/EEIG (Economic Injury Disaster 

Loan/Emergency Economic Injury Grant)

ÅSBDRP (Small Business Debt Relief Program)

ÅEmployee retention credits for payroll taxes

ÅPayroll tax deferrals

ÅBusiness income tax changes:

o Net operating loss utilization

o Excess loss limitations

o Business interest limitation

o Bonus depreciation on qualified improvement 

property

COVID-19 effect on value



Valuation pundits estimate 10-20% 

decline in overall closely-held 

business value due to these factors 

which reduce value:

ÅLower cash flow

ÅHigher risk (environmental/external 

and operational/internal)

ÅLower expected growth

COVID-19 effect on value


