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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

General Preamble©

VI.

The American Society of Appraisers, through its BusinessV a uation Committee, has adopted
these Business Va uation Standards (“the Standards”) in order to maintain and enhance the
quality of businessvaluationsfor the benefit of the business val uation profession and users of
business valuations.

The American Society of Appraisers, in its Principles of Appraisal Practice and Code of
Ethics, and The Appraisal Foundation, in its Uniform Standards of Professional Appraisal
Practice (“USPAP"), have established authoritative principles and a code of professional
ethics. These Standardsincorporate the Principlesof Appraisal Practice and Code of Ethics
and the relevant portions of USPAP, either explicitly or by reference, and are designed to
clarify them and provide additional requirements specifically applicable to the valuation of
businesses, business ownership interests, and securities.

These Standards incorporate all relevant business valuation standards adopted by the
American Society of Appraisersthrough its Business Valuation Committee.

These Standards provide minimum criteria to be followed by business appraisers in the
valuation of businesses, business ownership interests, and securities.

If, in the opinion of the appraiser, the circumstances of a specific business valuation
assignment dictate a departure from any provision of any Standard, such departure must be
disclosed and will apply only to the specific provision.

These Standards are designed to provide guidance to ASA members and to provide a
structure for regulating the development and reporting of business valuations through
uniform practices and procedures. Deviations from the Standards are not intended to form
the basis of any civil liability and should not create any presumption or evidence that alegal
duty has been breached. Moreover, compliance with these Standards does not create any
special relationship between the appraiser and any other person.

Copyright 1992, 1994, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

BVS1 General Requirementsfor Developing a Business Valuation©

Preamble

A.

This Standard must be followed in all valuations of businesses, business ownership
interests, and securities developed by al members of the American Society of
Appraisers, be they Candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

The purpose of this Standard is to define and describe the general requirements for
developing the valuation of businesses, business ownership interests, and securities.

This Standard incorporatesthe General Preambleto the BusinessV aluation Standards of
the American Society of Appraisers.

Appropriate definition of the assignment

A.

In developing a business valuation, an appraiser must identify and define:

The business, business ownership interest, or security to be valued
The effective date of the appraisal

The standard of value

The purpose and intended use of the valuation

~AwbdhrE

The nature and scope of the assignment must be defined. A cceptable scopes of work will
generaly be one of the three types detailed below. Other scopes of work should be
explained and described.

1. Appraisa

a. The objective of an appraisal is to express an unambiguous opinion as to the
value of a business, business ownership interest, or security, which opinion is
supported by al procedures that the appraiser deems to be relevant to the
valuation.

b. Anappraisa hasthe following qualities:

(1) Its conclusion of value is expressed as either a single dollar amount or a
range.

(2) It considersall relevant information as of the appraisal date available to the
appraiser at the time of performance of the valuation.

(3) The appraiser conducts appropriate procedures to collect and analyze all
information expected to be relevant to the valuation.

(4) Thevaluation considersall conceptual approaches deemed to berelevant by
the appraiser.
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2. Limited appraisal

a. Theobjective of alimited appraisal isto express an estimate as to the value of a
business, business ownership interest, or security. The development of this
estimate excludes some additional procedures that are required in an appraisal.

b. A limited appraisal has the following qualities:

(1) Its conclusion of value is expressed as either a single dollar amount or a
range.

(2) Itisbased upon consideration of limited relevant information.

(3) The appraiser conducts only limited procedures to collect and analyze the
information that such appraiser considers necessary to support the
conclusion presented.

(4) The valuation is based upon the conceptual approach(es) deemed by the
appraiser to be most appropriate.

3. Cdculations

a. The objective of calculations is to provide an approximate indication of value
based upon the performance of limited procedures agreed upon by the appraiser
and the client.

b. Calculations have the following qualities:
(1) Their results may be expressed as either a single dollar amount or arange.
(2) They may be based upon consideration of only limited relevant information.
(3) The appraiser performs limited information and analysis procedures.

(4) The calculations may be based upon conceptual approaches agreed upon
with the client.

Information collection and analysis

The appraiser shall gather, analyze, and adjust the relevant information necessary to perform
avaluation appropriate to the scope of work. Such information shall include:

A.

OGmMmmoQOw

Characteristics of the business, business ownership interest, or security to be valued,
including rights, privileges, conditions, quantity, factors affecting control, and agree-
ments restricting sale or transfer

The nature, history, and outlook of the business

Historical financial information for the business

Assets and liabilities of the business

The nature and conditions of relevant industries that have an impact on the business
Economic factors affecting the business

Capital markets providing relevant information; for example, availableratesof returnon
aternative investments, relevant public stock market information, and relevant merger
and acquisition information
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VI.

H. Prior transactions involving the subject business, an interest in the subject business, or
the securities of the subject business

I. Other information deemed by the appraiser to be relevant

Approaches, methods, and procedures

A. The appraiser shall select and apply appropriate valuation approaches, methods, and
procedures.

B. Theappraiser shall develop aconclusion of value pursuant to the val uation assignment as
defined, considering the relevant valuation approaches, methods, and procedures, the
information available, and appropriate premiums and discounts, if any.

Documentation and retention

The appraiser shall appropriately document and retain all information relied on and thework
product used in reaching a conclusion.

Reporting

The appraiser shall report the appraisal conclusionsto the client in an appropriate written or
oral format. Other than preliminary communications of results to a client, reporting on
valuation cal culations, or reporting on engagementsthat do not result in conclusions of value,
the report must meet the requirements of Standard 10 of the Uniform Standards of
Professional Appraisal Practice. In the event the assignment results in a Comprehensive
Written Business Valuation Report, the report shall meet the requirements of BV S-VIII.

Copyright 1992, 1993, 1994, 1996, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

BVS1l Financial Statement Adjustments©

Preamble

A. This Standard must be followed in all valuations of businesses, business ownership
interests, and securities developed by all members of the American Society of
Appraisers, be they Candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

B. The purpose of this Standard is to define and describe the requirements for making
financial statement adjustments in the valuation of businesses, business ownership
interests, and securities.

C. This Standard applies to appraisals and may not necessarily apply to limited appraisals
and calculations as defined in BV S-I, Section 11.B.

D. ThisStandard incorporatesthe General Preambleto the Business Va uation Standards of
the American Society of Appraisers.

. Conceptual framework

A. Asaprocedurein the valuation process, financial statements should be analyzed and, if
appropriate, adjusted. Financial statements to be analyzed include those of the subject
entity and any entities used as guideline companies.

B. Financia statement adjustments are modificationsto reported financial information that
arerelevant and significant to the appraisal process. Adjustments may be appropriate for
the following reasons, among others:

1. To present financial data of the subject and guideline companies on a consistent
basis.

2. To adjust from reported values to current values

3. To adjust revenues and expenses to levels that are reasonably representative of
continuing results

4. To adjust for non-operating assets and liabilities, and any related revenues and
expenses

C. Financial statement adjustments are made for the sole purpose of assisting the appraiser
in reaching a conclusion of value.

1. Documentation of adjustments

All adjustments made should be fully described and supported.

Copyright 1992, 1994, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

BVS-111 Asset-Based Approach to Business Valuation

Preamble

A.

C.

D.

This Standard must be followed in all valuations of businesses, business ownership
interests, and securities developed by al members of the American Society of
Appraisers, be they candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

The purpose of this Standard isto define and describe the requirementsfor the use of the
asset-based approach (and the circumstances in which it isappropriate) in the valuation
of businesses, business ownership interests, and securities, but not the reporting thereof.

This Standard applies to appraisals and may not necessarily apply to limited appraisals
and calculations as defined in BV S, Section 11.B.

This Standard incorporatesthe General Preambleto the BusinessV aluation Standards of
the American Society of Appraisers.

The asset-based approach

A.

The asset-based approach is a general way of determining a value indication of a
business, business ownership interest, or security using one or more methods based
directly on the value of the assets of the business lessitsliabilities.

In business val uation, the asset-based approach may be anal ogousto the cost approach of
other disciplines.

Assets, liabilities, and equity relate to abusinessthat isan operating company, aholding
company, or a combination thereof (a mixed business).

1. An operating company is a business which conducts an economic activity by
generating and selling, or trading in a product or service.

2. A holding company isabusinessthat derivesits revenues by receiving returnsonits
assets, which may include operating companies and/or other businesses.

. Theasset-based approach should be considered in val uations conducted at the total entity

level and involving:

1. Aninvestment or real estate holding company
2. A business appraised on abasis other than as a going concern

Valuations of particular ownership interestsin an entity may or may not require the use
of the asset-based approach.

Page 8

ASA Business Valuation Standards



E. Theasset-based approach should not be the sole appraisal approach used in assignments
relating to operating companies appraised as going concerns unless this approach is
customarily used by sellers and buyers. In such cases, the appraiser must support the
selection of this approach.

Copyright 1992, 1994, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

BVS1V Income Approach to Business Valuation

Preamble

A. This Standard must be followed in all valuations of businesses, business ownership
interests, and securities developed by all members of the American Society of
Appraisers, be they Candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

B. Thepurpose of this Standard isto define and describe the requirementsfor the use of the
income approach in the valuation of businesses, business ownership interests, and
securities, but not the reporting thereof.

C. This Standard applies to appraisals and may not necessarily apply to limited appraisals
and calculations as defined in BV S-I, Section 11.B.

D. ThisStandard incorporatesthe General Preamble to the Business Va uation Standards of
the American Society of Appraisers.

. The income approach

A. Theincome approach is agenera way of determining a value indication of a business,
business ownership interest, or security by using one or more methods through which
anticipated benefits are converted into value.

B. Both capitalization of benefits methods and discounted future benefits methods are
acceptable. In capitalization of benefits methods, arepresentative benefit level isdivided
or multiplied by an appropriate capitalization factor to convert the benefit to value. In
discounted future benefits methods, benefits are estimated for each of several future
periods. These benefits are converted to value by applying an appropriate discount rate
and using present value procedures.

1. Anticipated benefits

A. Anticipated benefits, as used in the income approach, are expressed in monetary terms.
Anticipated benefits may be reasonably represented by such items as dividends or
various forms of earnings or cash flow.

B. Anticipated benefits should be estimated by considering such items asthe nature, capital
structure, and historical performance of the related business entity, the expected future
outlook for the business entity and relevant industries, and relevant economic factors.

IV. Conversion of anticipated benefits

A. Anticipated benefits are converted to value by using procedures that consider the
expected growth and timing of the benefits, therisk profile of the benefits stream, and the
time value of money.
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B. Theconversion of anticipated benefitsto value normally requiresthe determination of a
capitalization factor or discount rate. Inthat determination, the appraiser should consider
such factors as the level of interest rates, the rates of return expected by investors on
aternative investments, and the specific risk characteristics of the anticipated benefits.

C. Indiscounted future benefits methods, expected growth is considered in estimating the
future stream of benefits. In capitalization of benefits methods, expected growth isincor-
porated in the capitalization factor.

D. The capitalization factors or discount rates should be consistent with the types of
anticipated benefitsused. For example, pre-tax factors or rates should be used with pre-
tax benefits, common equity factors or rates should be used with common equity
benefits, and net cash flow factors or rates should be used with net cash flow benefits.

Copyright 1992, 1994, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

BVSV Market Approach to Business Valuation©

Preamble

A.

This Standard must be followed in all valuations of businesses, business ownership
interests, and securities developed by all members of the American Society of
Appraisers, be they Candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

. Thepurpose of this Standard isto define and describe the requirementsfor the use of the

market approach in the valuation of businesses, business ownership interests, and
securities, but not the reporting thereof.

This Standard applies to appraisals and may not necessarily apply to limited appraisals
and calculations as defined in BV S-I, Section 11.B.

. ThisStandard incorporatesthe General Preambleto the Business Va uation Standards of

the American Society of Appraisers.

The market approach

A.

The market approach is a general way of determining a value indication of a business,
business ownership interest, or security by using one or more methods that compare the
subject to similar businesses, business ownership interests, or securities that have been
sold.

Examples of market approach methods include the guideline company method (see
SBVS-1) and the analysis of prior transactionsin the ownership of the subject company.

Reasonable basisfor comparison

. Thebusiness, business ownership interest, or security used for comparison must serveas

areasonable basis for such comparison.

Factors to be considered in judging whether a reasonable basis for comparison exists
include:

1. A sufficient similarity of qualitative and quantitative investment characteristics
2. The amount and verifiability of data known about the similar investment

3. Whether or not the price of the similar investment was obtained in an arm’ s-length
transaction, or aforced or distress sale

Sdlection of valuation ratios

A.

Comparisons are normally made through the use of valuation ratios. The computation
and use of such ratios should provide meaningful insight about the value of the subject,
considering al relevant factors. Accordingly, care should be exercised with respect to
issues such as:
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3.
4.
S.

The selection of the underlying data used to compute the valuation ratios

The selection of the time periods and/or the averaging methods used for the
underlying data

The computation of the valuation ratios
The timing of the price data used in the valuation ratios

How thevaluation ratio or ratioswere sel ected and applied to the subject'sunderlying
data

B. In general, comparisons should be made by using comparable definitions of the
components of the valuation ratios. However, where appropriate, val uation ratios based
on components that are reasonably representative of ongoing results may be used.

Rules of thumb

Rules of thumb may provideinsight on the value of abusiness, business ownership interest,
or security. However, valueindications derived from the use of rules of thumb should not be
given substantial weight unlessthey are supported by other valuation methods and it can be
established that knowledgeable buyers and sellers place substantial reliance on them.

Copyright 1992, 1994, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

BVSVI Reaching a Conclusion of Value©

Preamble

A.

This Standard must be followed in all valuations of businesses, business ownership
interests, and securities developed by all members of the American Society of
Appraisers, be they Candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

. The purpose of this Standard is to define and describe the requirements for reaching a

final conclusion of valuein the val uation of businesses, business ownership interests, and
securities.

This Standard applies to appraisals and may not necessarily apply to limited appraisals
and calculations as defined in BV S-I, Section 11.B.

. This Standard incorporates the General Preambl e to the Business V aluation Standards of

the American Society of Appraisers.

General

A.

The conclusion of value reached by the appraiser shall be based upon the applicable
standard of value, the purpose and intended use of the valuation, and all relevant
information obtained as of the appraisal datein carrying out the scope of the assignment.

The conclusion of value reached by the appraiser will be based on value indications
resulting from one or more methods performed under one or more appraisal approaches.

Selection and weighing of methods

A.

The selection of and reliance on appropriate methods and procedures depends on the
judgment of the appraiser and not on any prescribed formula. One or more approaches
may not be relevant to a particular situation, and more than one method under an
approach may be relevant.

The appraiser must use informed judgment when determining the relative weight to be
accorded to indications of value reached on the basis of various methods, or whether an
indication of value from a single method should dominate. The appraiser's judgment
may be presented either in general terms or in terms of mathematical weighting of the
indicated valuesreflected in the conclusion. Inany case, the appraiser should providethe
rationalefor the selection or weighing of the method or methodsrelied onin reaching the
conclusion.
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C. In assessing the relative importance of indications of value determined under each
method, or whether an indication of value from a single method should dominate, the
appraiser should consider factors such as:

1.
2.
3.

4.
S.

The applicable standard of value
The purpose and intended use of the valuation

Whether the subject is an operating company, a rea estate or investment holding
company, or a company with substantial non-operating or excess assets

The quality and reliability of data underlying the indication of value

Such other factors that, in the opinion of the appraiser, are appropriate for con-
Sideration

Additional factorsto consider

As appropriate for the val uation assignment as defined, and if not considered in the process
of determining and weighing the indications of value provided by various procedures, the
appraiser should separately consider the following factorsin reaching afinal conclusion of

value:

A. Marketability or lack thereof, considering the nature of the business, the business
ownership interest, or security; the effect of relevant contractual and legal restrictions;
and the condition of the markets

B. The ability of the appraised interest to control the operation, sale, or liquidation of the
relevant business

C. Suchother factorsthat, in the opinion of the appraiser, are appropriate for consideration.

Copyright 1992, 1994, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

BVS-VII Valuation Discounts and Premiums®

Preamble

A.

This Standard must be followed in all valuations of businesses, business ownership
interests, and securities developed by all members of the American Society of
Appraisers, be they Candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

. The purpose of this Standard is to define and describe the requirements for the use of

discounts and premiums whenever they are applied in the valuation of businesses,
business ownership interests, and securities.

This Standard applies to appraisals and may not necessarily apply to limited appraisals
and calculations as defined in BV S-I, Section 11.B.

. ThisStandard incorporatesthe General Preambleto the Business Va uation Standards of

the American Society of Appraisers.

This Standard applies at any time in the valuation process, whether within a method, to
the value indicated by a valuation method, or to the result of weighing or correlating
methods.

The concepts of discountsand premiums

A.

B.

C.

A discount has no meaning until the conceptual basisunderlying the base valueto which
itisappliedis defined.
A premium has no meaning until the conceptual basisunderlying the base valueto which
itisapplied is defined.
A discount or premium is warranted when characteristics affecting the value of the

subject interest differ sufficiently from those inherent in the base value to which the
discount or premium is applied.

. A discount or premium quantifies an adjustment to account for differences in

characteristics affecting the value of the subject interest relative to the base value to
which it is compared.

The application of discountsand premiums

A.

The purpose, applicable standard of value, or other circumstances of an appraisal may
indicate the need to account for differences between the base value and the value of the
subject interest. If so, appropriate discounts or premiums should be applied.

The base value to which the discount or premium is applied must be specified and
defined.

Each discount or premium to be applied to the base value must be defined.

. The primary reasons why each selected discount or premium applies to the appraised

interest must be stated.
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E. The evidence considered in deriving the discount or premium must be specified.

F. Theappraiser'sreasoning in arriving at aconclusion regarding the size of any discount or
premium applied must be explained.

Copyright 1996, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

BVS-VIII Comprehensive Written Business Valuation Report©

Preamble

A.

This Standard must be followed only in the preparation of comprehensive written
business valuation reports developed by al members of the American Society of
Appraisers, be they Candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

A business valuation report may be less comprehensive in content provided that the
report complies with the minimum content required by Standard 10.2 of the USPAP.

The purpose of this Standard is to define and describe the requirements for the written
communication of the results of a business valuation, analysis, or opinion, but not the
conduct thereof, which may reflect the tree scopes of work defined in BV S-1 Section (I1)
B.

. This Standard incorporatesthe General Preambleto the BusinessV aluation Standards of

the American Society of Appraisers.

Signature and certification

A.

An appraiser assumes responsibility for the statements made in the comprehensive
written report and accepts that responsibility by signing the report. To comply with this
Standard, a comprehensive written report must be signed by the appraiser. For the
purpose of this Standard, the appraiser is the individual or entity undertaking the
appraisal assignment under a contract with the client.

Clearly, at least oneindividua isresponsiblefor the valuation conclusion(s) expressedin
areport. A report must contain acertification, asrequired by Standard 10 of the Uniform
Standards of Professional Appraisal Practice of The Appraisal Foundation, inwhichthe
individual (s) responsible for the valuation conclusion(s) must be identified.

Assumptions and limiting conditions

The following assumptions and/or limiting conditions must be stated:

A.

Pertaining tobias. A report must contain a statement that the appraiser hasno interestin
the asset appraised, or other conflict that could cause a question as to the appraiser's
independence or objectivity; or, if such aninterest or conflict exists, it must be disclosed.

Pertaining to data used. Where appropriate, a report must indicate that an appraiser
relied on data supplied by others, without further verification by the appraiser, aswell as
the sources that were relied on.

Pertaining to validity of the valuation. A report must contain astatement that avaluation
isvalid only for the valuation date indicated and for the purpose stated.
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VI.

Definition of the valuation assignment

The precise definition of the valuation assignment is a key aspect of the report. The
following are components of such a definition and must be included in the report:

A.

D.

The business interest being valued must be clearly defined, such as “ 100 shares of the
Class A common stock of the XY Z Corporation” or “a 20 percent limited partnership
interest in the ABC Limited Partnership.” The existence, rights, and/or restrictions of
other classes of ownership in the subject business must also be adequately described if
they are relevant to the conclusion of value.

The purpose and use of the valuation must be clearly stated, such as* adetermination of
fair market value for ESOP purposes’ or “a determination of fair value for dissenters
rights purposes.” If avaluation is being performed pursuant to a particular statute, the
statute must be referenced.

The standard of value used in the valuation must be stated and defined. The premise or
basis of value, such asthe valuation of aminority interest or acontrolling interest, must
be stated.

The effective date and the report date must be stated.

Business description

A comprehensive written business valuation report must include a business description that
coversrelevant factual areas, such as:

FA&STIOMmMoOOwW2

Form of organization (corporation, partnership, etc.)
History

Products and/or services

Markets and customers

Management

Major assets, both tangible and intangible, and major liabilities
Outlook for the economy, industry, and business
Past transactional evidence of value

Sengitivity to seasonal or cyclical factors
Competition

Sources of information used

Such other factual information as may be required to present a clear description of the
business, and the general context within which it operates

Financial analysis

A.

O

An analysis and discussion of a firm's financial statements is an integra part of a
business valuation and must be included. Exhibits summarizing balance sheets and
income statementsfor aperiod of years sufficient to the purpose of the valuation and the
nature of the subject company must be included in the valuation report.

Any adjustments made to the reported financial data must be fully explained.

If projections of balance sheets or income statements were used in the valuation, key
assumptions underlying those projections must be included and discussed.

If appropriate, the company's financial results in comparison to those of the industry in
which it operates must be discussed.
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VII. Valuation methodology

A. The valuation method or methods selected, and the reasons for their selection, must be
discussed. The steps followed in the application of the method(s) selected must be
described. Thedescription of the methodol ogy and the proceduresfollowed must contain
sufficient detail to allow the intended user of the report to understand how the appraiser
reached the valuation conclusion.

B. The report must include an explanation of how any variables such as discount rates,
capitalization rates, or valuation multiples were determined and used. The rationale
and/or supporting data for any premiums or discounts must be clearly presented.

VIIl. Comprehensivewritten business valuation report format

The comprehensive written business valuation report must clearly communicate pertinent
information, valuation methods, and conclusions in a logical progression, and must
incorporate the other specific requirements of this Standard, including the signature and
certification provisions.

IX.  Confidentiality of thereport

No copies of the report may be furnished to persons other than the client without the client's
specific permission or direction unless ordered by a court of competent jurisdiction.

Copyright 1991, 1994, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Business Valuation Standards

Definitions

Adjusted Book Value - The book value that results after asset or liability amounts are added,
deleted, or changed from their respective book amounts.

Appraisal - see Valuation.

Appraisal Approach - see Valuation Approach.

Appraisal Date - see Valuation Date.

Appraisal Method - see Valuation Method.

Appraisal Procedure - see Valuation Procedure.

Appraised Value - The appraiser's opinion or conclusion of value.

Asset (Asset-Based) Approach - a genera way of determining a value indication of a
business, business ownership interest, or security using one or more methods based on the value of
the assets net of liabilities.

Beta - a measure of systematic risk of a stock; the tendency of a stock's price to correlate with
changesin a specific index.

Blockage Discount - an amount or percentage deducted from the current market price of a
publicly traded stock to reflect the decreasein the per share value of ablock of stock that isof asize
that could not be sold in a reasonable period of time given normal trading volume.

Book Value- see Net Book Value.
Business - see Business Enterprise.

Business Appraiser - A person who, by education, training, and experience, isqualified to develop
an appraisal of a business, business ownership interest, security or intangible assets.

Business Enterprise-acommercial, industrial, service, or investment entity (or acombination
thereof) pursuing an economic activity.

Business Valuation - the act or process of determining the value of a business enterprise or
ownership interest therein.
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Capital Asset Pricing Model (CAPM) - amodel inwhichthe cost of capital for any stock or
portfolio of stocks equalsarisk-freerate plusarisk premium that is proportionate to the systematic
risk of the stock or portfolio.

Capitalization - aconversion of asingle period of economic benefitsinto value.

Capitalization Factor - any multipleor divisor used to convert anticipated economic benefits of
asingle period into value.

Capitalization Rate - any divisor (usually expressed asapercentage) used to convert anticipated
economic benefits of asingle period into value.

Capital Structur e -thecomposition of theinvested capital of abusiness enterprise, the mix of
debt and equity financing.

Cash Flow - cash that is generated over aperiod of time by an asset, group of assets, or business
enterprise. It may beused in agenera senseto encompassvariouslevelsof specifically defined cash
flows. When thetermisused, it should be supplemented by aqualifier (for example, "discretionary”
or "operating") and a specific definition in the given valuation context.

Control - the power to direct the management and policies of a business enterprise.
Control Premium - an amount or a percentage by which the pro rata value of a controlling

interest exceedsthe pro rataval ue of anon-controlling interest in abusiness enterprise, to reflect the
power of control.

Cost _Approach - ageneral way of determining a value indication of an individual asset by
guantifying the amount of money required to replace the future service capability of that asset.

Cost of Capital - theexpected rate of return that the market requiresin order to attract fundsto a
particular investment.

Discount for L ack of Control - anamount or percentage deducted from the pro rata share of
value of 100% of an equity interest in abusinessto reflect the absence of some or all of the powers
of controal.

Discount for L ack of Liguidity - an amount or percentage deducted from the value of an ownership
interest to reflect the relative inability to quickly convert property to cash.

Discount for Lack of Marketability - anamount or percentage deducted from the value of
an ownership interest to reflect the relative absence of marketability.

Discount Rate - arate of return used to convert a future monetary sum into present value.

Economic L ife - the period of time over which property may generate economic benefits.

Page 22 ASA Business Valuation Standards



Effective Date - see Valuation Date.

Enterprise - see Business Enterprise.
Equity - The owner'sinterest in property after deduction of al liabilities.
Equity Net Cash Flows - those cash flowsavailableto pay out to equity holders (in theform of

dividends) after funding operations of the business enterprise, making necessary capital investments,
and increasing or decreasing debt financing.

Equity Risk Premium - arate of return added to arisk-freerate to reflect the additional risk of
equity instruments over risk free instruments (a component of the cost of equity capital or equity
discount rate).

Excess Earnings - that amount of anticipated economic benefitsthat exceeds an appropriate rate
of return on the value of a selected asset base (often net tangible assets) used to generate those
anticipated economic benefits.

Excess Earnings Method - a specific way of determining a value indication of a business,
business ownership interest, or security determined asthe sum of ) the value of the assetsderived by
capitalizing excess earnings and b) the value of the sel ected asset base. Also frequently used to value
intangible assets. See Excess Ear nings.

Fair Market Value - theprice, expressed in termsof cash equivalents, at which property would
change hands between a hypothetical willing and able buyer and a hypothetical willing and able
seller, acting at armslength in an open and unrestricted market, when neither isunder compulsionto
buy or sell and when both have reasonable knowledge of the relevant facts. { NOTE: In Canada, the
term "price" should be replaced with the term "highest price"}

Forced Liguidation Value - liquidation value, at which the asset or assets are sold as quickly
as possible, such as at an auction.

Going Concern - an ongoing operating business enterprise.

Going Concern Value - thevalue of abusinessenterprisethat is expected to continueto operate
into thefuture. Theintangible elements of Going Concern Vaueresult from factors such ashaving a
trained work force, an operational plant, and the necessary licenses, systems, and procedures in
place.

Goodwill - that intangible asset arising asaresult of name, reputation, customer loyalty, location,
products, and similar factors not separately identified.

Goodwill Value - the value attributable to goodwill.
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Income (Income-Based) Approach - agenera way of determining a value indication of a
business, business ownership interest, security, or intangible asset using one or more methods that
convert anticipated economic benefits into a present single amount.

Intangible Assets - non-physical assets such as franchises, trademarks, patents, copyrights,
goodwill, equities, mineral rights, securitiesand contracts (as distinguished from physical assets) that
grant rights and privileges, and have value for the owner.

Invested Capital - the sum of equity and debt in a business enterprise. Debt is typically a) all
interest bearing debt or b) long-term interest-bearing debt. When the term is used, it should be
supplemented by a specific definition in the given valuation context.

Invested Capital Net Cash Flows - those cash flowsavailableto pay out to equity holders(in
the form of dividends) and debt investors (in the form of principal and interest) after funding
operations of the business enterprise and making necessary capital investments.

Investment Risk - the degree of uncertainty as to the realization of expected returns.

Investment Value - the value to a particular investor based on individual investment
requirements and expectations. { NOTE: in Canada, the term used is "Vaue to the Owner"}.

Key Person Discount - an amount or percentage deducted from the value of an ownership
interest to reflect the reduction in value resulting from the actual or potential lossof akey personina
business enterprise.

L ever ed Beta - the beta reflecting a capital structure that includes debt.

Liquidity - the ability to quickly convert property to cash or pay aliability.

Liguidation Value - the net amount that would be realized if the businessisterminated and the
assets are sold piecemeal. Liquidation can be either "orderly” or "forced.”

Majority Control - the degree of control provided by amajority position.

Majority Interest - an ownership interest greater than 50% of the voting interest in a business
enterprise.

Market (Market-Based) Approach - agenera way of determining avalue indication of a
business, business ownership interest, security, or intangible asset by using one or more methods that
compare the subject to similar businesses, business ownership interests, securities, or intangible
assets that have been sold.

Marketability - theability to quickly convert property to cash at minimal cost.

Marketability Discount - see Discount for Lack of Marketability.
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Minority Discount - adiscount for lack of control applicable to a minority interest.

Minority Interest - an ownership interest less than 50% of the voting interest in a business
enterprise.

Net Assets - Total assets lesstotal liabilities.

Net Book Value - with respect to abusiness enterprise, the difference between total assets (net of
accumulated depreciation, depletion, and amortization) and total liabilities as they appear on the
balance sheet (synonymous with Shareholder's Equity). With respect to a specific asset, the
capitalized cost | ess accumul ated amortization or depreciation asit appears on the books of account
of the business enterprise.

Net Cash Flow - aform of cash flow. When the term is used, it should be supplemented by a
qualifier (for example, "Equity" or "Invested Capital") and aspecific definitioninthe given valuation
context.

Net Income - Revenue less expenses and taxes.

Net Tangible Asset Value - the value of the business enterprise's tangible assets (excluding
excess assets and non-operating assets) minusthevalueof itsliabilities. { NOTE: in Canada, tangible
assets also include identifiable intangible assets} .

Non-Operating Assets - assets not necessary to ongoing operations of the business enterprise.
{NOTE: in Canada, the term used is "Redundant Assets'}.

Orderly Liquidation Value - liquidation value at which the asset or assets are sold over a
reasonable period of time to maximize proceeds received.

Premise of Value - an assumption regarding the most likely set of transactional circumstances
that may be applicable to the subject valuation; e.g. going concern, liquidation.

Portfolio Discount - anamount or percentage deducted from the value of abusinessenterpriseto
reflect the fact that it owns dissimilar operations or assets that do not fit well together.

Rate of Return —anamount of income (loss) and/or changein valuerealized or anticipated on an
investment, expressed as a percentage of that investment.

Redundant Assets— see Non-Operating Assets.

Report Date —the date conclusions are transmitted to the client.

Replacement Cost New — the current cost of a ssimilar new property having the nearest
equivalent utility to the property being valued.
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Reproduction Cost New —the current cost of an identical new property.

Residual Value —thevalue as of the end of the discrete projection period in adiscounted future
earnings model.

Risk-Free Rate —therateof return availablein the market on an investment free of default risk.

Risk Premium —arate of return added to arisk-free rate to reflect risk.

Rule of Thumb —amathematical formula developed from the relationship between price and
certain variables based on experience, observation, hearsay, or a combination of these; usually
industry specific.

Special Interest Purchasers — acquirers who believe they can enjoy post-acquisition
economies of scale, synergies, or strategic advantages by combining the acquired business interest
with their own.

Standard of Value—theidentification of thetype of value being used in a specific engagement;
e.g. fair market value, fair value, investment value.

Sustaining Capital Reinvestment — the periodic capital outlay required to maintain
operations at existing levels, net of the tax shield available from such outlays.

Systematic Risk —therisk that iscommonto all risky securitiesand cannot be eliminated through
diversification. The measure of systematic risk in stocks is the beta coefficient.

Terminal Value. see Residual Value.

Unlevered Beta —the betareflecting a capital structure without debt.

Unsystematic Risk — the risk specific to an individual security that can be avoided through
diversification.

Valuation —theact or process of determining the value of abusiness, business ownership interest,
security, or intangible asset.

Valuation Approach —agenera way of determining avalue indication of abusiness, business
ownership interest, security, or intangible asset using one or more valuation methods.

Valuation Date —the specific point in time as of which the valuator's opinion of value applies
(also referred to as "Effective Date" or "Appraisal Date").

Valuation M ethod — within approaches, a specific way to determine value.
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Valuation Procedur e —the act, manner, and technique of performing the steps of an appraisa
method.

Valuation Ratio — afraction in which avalue or price serves as the numerator and financial,
operating, or physical data serves as the denominator.

Value to the Owner —seelnvestment Value.

Weighted Average Cost of Capital (WACC) — the cost of capital (discount rate)
determined by the weighted average, at market value, of the cost of all financing sources in the
business enterprise's capital structure.

Working Capital - The amount by which current assets exceed current liabilities.
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AMERICAN SOCIETY OF APPRAISERS
Statements on Business Valuation Standards

SBVS-1 The Guideline Company Valuation M ethod©

Preamble

A.

This Statement must be followed in all valuations of businesses, business ownership
interests, and securities developed by all members of the American Society of
Appraisers, be they Candidates, Accredited Members (AM), Accredited Senior
Appraisers (ASA), or Fellows (FASA).

. The purpose of this Statement is to define and describe the requirements for the use of

guideline companies in the valuation of businesses, business ownership interests, and
securities.

Thispresent standard i s applicabl e to appraisals and may not necessarily be applicableto
limited appraisals and calculations as defined in BV S-1, Section 11.B.

This Statement incorporates the General Preambl e to the Business VValuation Standards
of the American Society of Appraisers.

Conceptual framework

A.

Market transactions in businesses, business ownership interests, and securities can
provide objective, empirical data for developing valuation ratios for use in business
valuation.

The development of valuation ratios from guideline companies should be considered in
the val uation of businesses, business ownership interests, and securities, to the extent that
adequate information is available.

Guideline compani es are compani esthat provide areasonable basisfor comparisonto the
investment characteristics of the company being valued. 1deal guidelinecompaniesarein
the same industry as the subject company; however, if there is insufficient transaction
evidence availablein that industry, it may be necessary to select other companies having
an underlying similarity to the subject company in terms of relevant investment
characteristics such as markets, products, growth, cyclical variability, and other salient
factors.

Sear ch for and selection of guideline companies

A.

A thorough, objective search for guideline companies is required to establish the
credibility of the valuation analysis. The procedure must include criteriafor screening
and selecting guideline companies.

Guideline company empirical datacan befound in transactionsinvolving either minority
or controlling interests in either publicly-traded or closely-held companies.
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VI.

Financial data of guideline companies

A.
B.

It is necessary to obtain and analyze financial and operating data on the guideline
companies, as available.

Adjustmentsto thefinancial dataof the subject company and guideline companies should
be considered to minimizethe difference in accounting treatmentswhen such differences
are significant. Unusual or nonrecurring items should be analyzed and adjusted as

appropriate.

Compar ative analysis of qualitative and quantitative factors

A comparative analysis of the qualitative and quantitative similarities and differences
between the guideline companies and the subject company must be made to assess the
investment attributes of the guideline companies relative to the subject company.

Valuation ratios derived from guideline companies

A.

Price information of the guideline companies must be related to the appropriate
underlying financial data of each guideline company in order to compute appropriate
valuation ratios.

The vauation ratios for the guideline companies and the comparative analysis of
gualitative and quantitative factors should be used together to determine appropriate
valuation ratios to be applied to the subject company.

Several valuation ratios may be selected for application to the subject company, and
severa value indications may be obtained. The appraiser should consider the relative
importance accorded to each of the value indications used in arriving at the opinion or
conclusion of value.

. Totheextent that adjustmentsfor dissimilarities with respect to minority and control, or

marketability, have not been made earlier, appropriate adjustmentsfor these factors must
be made, if applicable.

Copyright, 1992, 1994, 2001, American Society of Appraisers
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AMERICAN SOCIETY OF APPRAISERS
Advisory Opinions

AO-1 Financial Consultation and Advisory Services©

It is the opinion of the Business Valuation Committee that the American Society of
Appraisers Business Valuation Standards and the Uniform Standards of Professional Appraisal
Practice of The Appraisal Foundation, as they apply to business valuation issues, are intended to
apply to appraisals that are formally devel oped and presented opinions of value performed as the
primary or ultimate objective of an appraisal engagement. These standards are not intended to apply
to financial consultation or advisory services where there is no expression of value opinion or the
primary or the ultimate objective is not to express an opinion of value, including but not limited to,
fairness opinions, solvency opinions, pricing of securities for public offerings, feasibility studies,
transfer pricing studies, lifting studies of intangibles, estate planning or estate tax services, economic
damage analysis and quantification, litigation consulting, royalty rate studies for intangibles, and
similar engagements.

Copyright, 1997, 2001, American Society of Appraisers
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