I
8"" What's Your Business Worth?

Business
After You?

Melissa A. Bizyak, CPA/ABV/CFF, CVA

Partner, Business Valuation Services
GROSSMAN YANAK & FORD LLP
BIZYAK@QGYF.COM

Brad W. Matthews, CPA/ABYV, CVA

Senior Manager, Business Valuation Services
GROSSMAN YANAK & FORD LLP
BMATTHEWS@GYF.COM

GROSSMAN YANAK & FORD Lip
Certified Public Accountants and Consultants




Business

Background & Legal Requirements

NCEO



2= Fundamental Concepts

Standard of Value

Department of Labor regulation 3-18(b) requires ESOP to pay
no more than “adequate consideration”

Adequate consideration deemed to equate to “Fair Market
Value” standard of value

Fair Market Value defined:

Alnternational Glossary of Business Valuation Terms
A Alnternal Revenue Code of 1986, as amended, in Sections 2031 & 2512, and
Grossway ARevenue Ruling 59-60, 1959-1 C.B.-1, p 237
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E Fundamental Concepts

Definition of “Fair Market Value”

The price at which the property would change hands
between a willing buyer and a willing seller when the
former is not under any compulsion to buy and the
latter is under no compulsion to sell, both parties

having reasonable knowledge of relevant facts.
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E Fundamental Concepts

Fair Market Value
Financial Value
Value ‘as is’

Value operations in current form

Exclude any hypothetical changes in operations




E Fundamental Concepts

"Known or Knowable”
Point in time determination

Dictates information utilized in analysis

Restricts ability to consider subsequent events




ﬁ Role of Trustee

Responsibility
On behalf of ESOP participants
Act in best interest of plan

Internal, External, or Committee
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ﬁ Role of Trustee

Duties
Oversee annual ESOP valuation

Determine fair market value of ESOP shares

Consult with Management on major corporate actions




Company Involvement
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ﬁ Sharing of Data & Information

Corporate Records and Documents

ESOP-Related Agreements
Organizational Documents
Management Contracts

Other Relevant Documentation
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E Sharing of Data & Information

Financial Information
Historical Financial Statements
Forecasted Financial Statements

Commentary on Financial Results
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= .
h Management Interview & Input
Company Outlook

Commentary regarding the current state of the business
Potential threats and opportunities
Competitive landscape

Upstream and downstream markets
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E Management Interview & Input

Valuation-Related Assumptions
Future financial results
Required future capital requirements

Short-term and long-term growth
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Methods & Drivers in Valuation
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Fundamental Precept of Valuation:

All value is “forward-looking”

A Determined by expectations of future performance

AMeasured through estimates of expected future economic benefits,
which must be tempered by the risk associated with realization

Income aiiroach is similest wai to determine future economic




