
E1BINDEX 10/06/2009 14:35:41 Page 255

Index

A

ABAR (Accredited in Business Appraisal

Review), 10

ABV (Accredited in Business Valuation), 8, 15
Accredited by IBA (AIBA), 10

Accredited in Business Appraisal Review

(ABAR), 10

Accredited in Business Valuation (ABV), 8, 15
Accredited Member (AM), 9, 15

Accredited Senior Appraiser (ASA), 9, 16

Accredited Valuation Analyst (AVA), 10, 17

Accuracy, of results, 170–171
Actual fraudulent intent, 123–126

Addus, 166

Adequate protection:
and equity cushion, 112n. 4
motion for, 112n. 3
for secured creditor, 88

Advanced Telecommunication Network, Inc.
v. Allen, 138

Aggregate value, 30

AIBA (Accredited by IBA), 10

AICPA, See American Institute of Certified
Public Accountants

AIRA (Association of Insolvency &

Restructuring Advisors), 10–11, 17–18
Alpha premium, 56–57

AM (Accredited Member), 9

American Institute of Certified Public Ac-

countants (AICPA):
accredited programs of, 8

requirements for credentials from, 14–15

and standardization, 12–13

standards statements from, 141–142
Statement on Standards for Valuation Serv-

ices No. 1, See Statement on Standards

for Valuation Services No. 1 (SSVS No. 1)

American Society of Appraisers (ASA):
accredited programs of, 8–9

requirements for credentials from, 15–16

and standardization, 12–13

Analysis:

common-sized, 32–34

financial statement, 31–38
of market multiples, 68–73

ratio, 34

of transaction multiples, 76–77

trend, 32–34
Antar, SamM., 137–138

APA (Asset purchase agreement), 102–103

Apollo Management, 156

The Appraisal Foundation, 11–12
Approach(es):

asset, 27–28

to business valuation, 25–29
income, 39–59

market, 61–81

Arcane businesses, 161

ASA, see Accredited Senior Appraiser;
American Society of Appraisers

Asbestos liabilities, 139–140

Asset approach, 27–28

Asset purchase agreement (APA), 102–103
Association of Insolvency & Restructuring

Advisors (AIRA), 10–11

Assocs. Commercial Corp. v. Rash, 110–111
Atypical rental expense, 38

Auction procedures, 103–104

Authorities, of valuation standards, 11–12

Automatic stay:
and bankruptcy code, 87–88

relief from, 87–88, 113n. 5
in valuations at time of hearing,

98–100
AVA (Accredited Valuation Analyst), 10

Avoidance actions, 121–128

and bankruptcy code, 94–95

by fraudulent transfers, 123–128
and preferences recovery, 121–123

in valuations at time past, 121–128

255

CO
PYRIG

HTED
 M

ATERIA
L

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



E1BINDEX 10/06/2009 14:35:41 Page 256

B

Bankruptcy:

as remedy, 4–5
valuations, at time of hearing, 97–119

valuations, at time past, 121–148

Bankruptcy code, 83–96

and adequate protection, 88
and automatic stay, 87–88

and avoiding powers, 94–95

claims, as defined by, 146n. 20
DIP financing under, 88–89
plan of reorganization under, 90–94

and property, 86–87

trustees under, 89–90
Barra, 54

Bell Canada buyout, 155–156

Bendectin, allegations against, 159

Best interest of creditors test, 93–94
Beta, 53–54

Bias, 161–162

BizComps, 76

Black-Scholes Method, 176n. 17
The Blackstone Group, 153

Bloomberg, 54, 64

Book value of assets, 134
Break-up fees, 115n. 17
Brealey, Richard A., 39

Bridge financing, short-term, 153

Business-decline curve, 2
Business valuations, 21–38

approaches to, 25–29

financial statement analysis of, 31–38

fundamentals of, 29–38
premise of value in, 23–24

standard of value in, 22–23

Business Valuator Accredited for Litigation

(BVAL), 10

C

Canadian Institute of Chartered Business
Valuators (CICBV):

accredited programs of, 9

requirements for credentials from, 16–17

and standardization, 12
terms used by, 29

Capital IQ, 76

Capitalization of historical earnings method,

57
Capitalized cash flow method (CFC), 28,

57–58

Capital structure, 49

Case studies, of solvency opinions, 155–157

Cash collateral, 87, 105, 116n. 21
CBA (Certified Business Appraiser), 10, 16

CBV (Chartered Business Valuator), 9, 16–17

CDBV (Certification in Distressed Business

Valuation), 11
Certification in Distressed Business Valuation

(CDBV), 11, 18

Certified Business Appraiser (CBA), 10, 16

Certified Insolvency and Reorganization
Accountant (CIRA), 11, 17–18

Certified Public Accountant (CPA), 8, 14–15

Certified Valuation Analyst (CVA), 10, 17
CFA (Chartered Financial Analyst), 11, 18

CFA Institute, 11, 18

Challenges, to expert testimony, 159–172

Change-of-control transaction, 74
Chapter 7 bankruptcy, 85

Chapter 11 bankruptcy, 85–86

Chartered Business Valuator (CBV), 9, 16–17

Chartered Financial Analyst (CFA), 11, 18
Chrysler Credit Corp. v. Ruggiere, 100
CICBV, see Canadian Institute of Chartered

Business Valuators
CIRA (Certified Insolvency and Reorganiza-

tion Accountant), 11, 17–18

Claims:

as defined by Bankruptcy Code, 146n. 20
disputed, 130–132, 137

Collateralized mortgage obligations (CMO),

161, 168

College of Fellows of the American Society of
Appraisers (FASA), 16

Commercial Fin. Servs., 165, 169, 171
Common-sized analysis, 32–34

Company approach, 174–175n. 10
Company size, 68–69

Company value, 30

Comparable sales method, 176–177n. 24
Comparable transaction method:

guideline company method vs., 81

as market approach, 28–29

Comparable transactions, 75–76
Confirmation, of reorganization plan,

105–111

Consolidated Rock Products Co. v. Du Bois,
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Earnings before interest, taxes, depreciation,

and amortization, see EBITDA

Earnings before interest and taxes, see EBIT
EBIT (earnings before interest and taxes), 42,

65–66
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and free cash flows, 42
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as measure, 65

normalizing the, 35
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calculation of, 61–62

market vs., 30
as term, 29

Enterprise value/EBITDAmultiple, 65

Enterprise value/EBIT multiple, 65

Enterprise value/revenue multiple, 66
Equity cushions, 116n. 21
Equity Office Properties, 153

Equity risk premium, 53
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Examiner, 90
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Exclusivity, 90

Executory contracts, 104
Expense reimbursements, 115n. 17
Expert testimony, 169–172

data used in, 168

and expert opinion, 162–165
and lack of qualifications, 160–162

reasonability of, 169–172

valuation method of, 165–168

Expert witnesses, financial, 160
Extraordinary items, 36–37

Extrinsic factors, 41
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Fair valuation, 132
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FASA (College of Fellows of the American
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Financial stress, 3

Firm value, 30
Forensic and Valuation Services, 8

Foreseeable events, 131

Fraudulent intent, actual, 123–126

Fraudulent transfer law, 124
Fraudulent transfers, 95, 135–136

as avoidance action, 123–128
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comparable transactions for, 75–76
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Valuation (Robert F. Reilly), 170

Hexion, 156–157

Hexion Specialty Chemicals, Inc. v. Hunts-
man Corp., 156, 157

Hindsight, for valuations at time past,
136–143

Hintmann v. Fred Weber, Inc., 57
Historical financial statements, 34–35

Huntsman Corporation, 156–157
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IACVA (International Association of Consul-
tants, Valuators and Analysts), 13

IBA, see Institute of Business Appraisers
Ibbotson Associates, 53

Income approach, 39–59
calculating WACC for, 49–57

capitalized cash flow method as, 57–58

discounted cash flow method as, 41–49

as intrinsic valuation, 28
Indicated enterprise value, 73

Industry norms and peers, 34–35

In re Advanced Telecommunication Net-
work, Inc., 138

In re Babcock &Wilcox Co., 140
In re DAK Indus., 133
In re Exide Technologies, 26, 74
In re George Ruggiere Chrysler-Plymouth,

Inc., 100
In re IridiumOperating LLC, 136
In re Loral Space & Communications Ltd.,

62

In re Loya, 130
In re Mirant, 109–110
In re Nellson Nutraceutical, Inc., 26
In re R.M.L., Inc., 141
In re Sutton, 97
In re Taxman Clothing Co., 133
In re TMI Litig., 172
In re Trans World Airlines, Inc., 133
In re VFB LLC, 135–136
In re W.R. Grace & Co., 139
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Insolvency:

as defined by Bankruptcy Code, 145n. 14
as defined by UFTA, 145–146n.
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in preference cases, 122–123

tests of, 128–129

Institute of Business Appraisers (IBA):
accredited programs of, 10

on professional judgment, 164

requirements for credentials from, 16

and standardization, 12
on valuation method, 163

Interest factor, 117n. 33
Internal Revenue Service, 12

International Association of Consultants,
Valuators and Analysts (IACVA), 13

International Business Appraisers (IBA), 29

The International Glossary of Business Valua-
tion Terms (AICPA), 12–13, 29, 220–230

Intrinsic valuation, 28

Investment value, 22
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Kd (cost of debt), 49–52

Ke (cost of equity), 49–57
Klang v. Smith’s Food and Drug Centers, 151
KPMG LLC, 155

Kumho Tire Co. Ltd. v. Carmichael, 159–160
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Lack of relevance, 172

Lack of reliability, 162

Latest-twelve-months (LTM), 67–68

Lessons learned, fromDaubert case, 172–173
Lien stripping, 115–116n. 18
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Lippe v. Bairnco Corp., 26, 166
Liquidated claims, 130–132
Liquidations, 83

Liquidation valuation, 133

Liquidation value, 23–24
Liquidity index, 154

LLCs, 85

Loya v. Rapp, 130
LTM (latest-twelve-months), 67–68
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Macklowe Properties, 153

Market approach, 61–81
comparable transaction method as, 73–80

guideline company method as, 61–73

rejection of, 175n. 15
as relative valuation, 28–29

Market capitalization, 30
Market multiples:

application of, 68–73

calculations for, 64–68

Market risk premium, 53
Market value, 29

calculation of, 176–177n. 24
enterprise vs., 30

of invested capital, 30
of securities, 118–119n. 40

Market value/net income multiple, 66

Master Certified Business Appraiser (MCBA),
10, 16

Material adverse change clause, 156

MCAPM (Modified Capital Asset Pricing

Model), 52–53
MCBA (Master Certified Business Appraiser),

10, 16

Med Diversified I, 166–167
Med Diversified II, 171
Mellon Bank N.A. v. Official Comm. of

Unsecured Creditors of R.M.L., Inc.,
140–141

Mergerstat, 76, 177n. 27
Metrics, for solvency opinions, 153–154

MFS/Sun Life Trust-High Yield Series v. Van
Dusen Airport Servs. Co., 132–135

Midpoint convention, 57

Modified Capital Asset Pricing Model

(MCAPM), 52–53

Mootness, 116n. 19
MVIC (market value of invested capital), 30

Myers, Stewart C., 39

N

NACVA, seeNational Association of

Certified Valuation Analysts

NAICS (North American Industry
Classification System), 64, 76

National Association of Certified Valuation

Analysts (NACVA):

accredited programs of, 9
on judgment calls, 163–164

requirements for credentials from, 17

standardization efforts of, 12–13

terms used by, 29
Net operating profit after tax (NOPAT), 44

Non-homogenous securities, 117n. 25
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Non-operating assets, 37

Nonrecurring items, 36–37

NOPAT (net operating profit after tax), 44
Normalizing adjustments, 35–36

North American Industry Classification

System (NAICS), 64, 76

O

Offer value, 30

Official Comm. of Asbestos Personal Injury
Claimants v. Sealed Air Corp., 139–140

OneSource, 54

Operating expenses, 45–46

Operating performance, 69
Operational stress, 3

Opinion, of expert testimony, 162–165

P

Peer group, comparable, 63–64

Peer-reviewed literature, 178n. 28
Pension Benefit Guar. Corp. v. Braniff

Airways, Inc., 101
Plan confirmation, 105–111

Plan of reorganization, 90–94

PP&E (property, plant, and equipment),
27

Pratt, Shannon P., 39, 110, 163–166

Pratt Stats, 76

Prebankruptcy options, 3–4
Preferences:

avoiding powers of, 94–95

and insolvency, 122–123

recovery of, 121–122
Premise of value, 23–25

Preselected evidence, 169

Presumed insolvency, 128–129

Principles of Corporate Finance (Richard A.
Brealey and Stewart C. Myers), 39

Professional organizations, 8–11

Projection period, 47
Projections, for DCF method, 44–47

Property, 86–87

Property, plant, and equipment (PP&E), 27

Property recovered, as avoidable transfer,
144n. 6

Public market, 135–136

Purchase price, 134–135

Q

Quick/acid-test ratio, 153

R

Ratio analysis, 34

Ratio of debt to capitalization, 118n. 37
Reach-back period, for fraudulent transfers,

144–145n. 9
Reasonability, 118n. 39, 169–172
Reilly, Robert F., 39, 165
Relative valuation, 28–29

Rental expense, atypical, 38

Reorganizations, 83

Reorganization plan, 90–94, 105–111
Restructuring charges, 37–38

Retrojection, 135

Risk free rate, 53
Rules of thumb, for value based on multiples,

66–67

S

SBBI Valuation Edition Yearbook, 53, 54–55
Schweihs, Robert P., 39, 165

§362, 98

§363 sales, 97, 100–105
with APA agreement, 102–103

of assets, 100–101

and single-asset cases, 99
with valuation professionals, 104–105

in valuations at time of hearing, 100–105

Secured claims, 117–118n. 34
Secured creditors, 88
Securities and Exchange Commission,

137–138

SEC v. Antar, 137–138
Selling, general, and administrative expenses

(SG&A), 32

Short-term bridge financing, 153

SIC (Standard Industrial Classification), 64

Sinclair Refining v. Jenkins Petroleum
Process, 143

Size, of company, 68–69

Size premium/discount, 54
Solvency opinions, 149–157

case studies of, 155–157

metrics for, 153–154

preparation of, 151–153
users of, 149–151

Solvency ratio, 154

Sound business purpose test, 113n. 8, 116n. 20
SSVS No. 1 (Statement on Standards for

Valuation Services), see Statement on

Standards for Valuation Services No. 1
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Stalking-horse agreements, 102

Stalking-horse bidder, 115n. 17
Standard Industrial Classification (SIC), 64,

76

Standard of value, 22–23

Standard & Poor’s Industry Surveys, 64

Statement on Standards for Valuation
Services No. 1 (SSVS No. 1), 8, 181–256

assumptions and limiting conditions, list

of, 217–219

and development of business valuation,
192–202

engagement considerations of, 189–192

glossary of additional terms in, 231–234
glossary of business valuation terms in,

220–230

introduction to, 187–189

scope of applicable services, 235–254
on subsequent events, 141–142

and valuation report, 202–216

Subjective judgment, 163

Sub rosa plan, 101
Sutton v. Bank One, Texas, N.A., 97

T

TEEV (total enterprise value), 30, 131

Terminal multiple method, 49

Terminal value (TV):

calculations for, 47–49
in DCF method, 42

The Bwllfa and Merthyr Dare Steam
Collieries (1891), Limited v. The
Pontypridd Waterworks Company, 143

Thomson Financial, 76

TIC (total invested capital), 30

Timing, 77

Total consideration, 30
Total enterprise value (TEEV), 30, 131

Total invested capital (TIC), 30

Trading multiple, 61
Trailing-twelve-months (TTM), 67–68

Transaction multiples:

application of, 76–80

calculation of, 73–74
in market approach, 61

Transaction type, 77

Transaction value, 30

Travelers International A.G. v. Trans World
Airlines, Inc., 133

Trend analysis, 32–34

Trustees, 89–90

TTM (trailing-twelve-months), 67–68

TV, see Terminal value

U

UFCA (Uniform Fraudulent Conveyance

Act), 144n. 8
UFTA (Uniform Fraudulent Transfer Act),

124, 127–129

Uniform Fraudulent Conveyance Act

(UFCA), 144n. 8
Uniform Fraudulent Transfer Act (UFTA),

124, 127–129

Uniform Standards of Professional Appraisal
Practice (USPAP), 8, 9, 12

Union Bank of Switzerland v. Deutsche Fin.
Servs. Corp., 26

U.S. Bankruptcy code, see Bankruptcy code
U.S. Trustees (office), 89

Unreasonability, of expert testimony,

169–172

Unreliable data, 168
Unsecured creditors, 89

Unsystematic risk, 56–57

Unusual items, 36–37
Unverified data, 168

Use, sale, or lease of property, 86–87

USPAP (Uniform Standards of Professional

Appraisal Practice), 8, 9, 12

V

Valuation:

of assets, 132–135
date, 67–68

of debts, 129–132

going concern, 133

liquidation, 133
practitioners, 14–19

principles, of courts, 95–96

used in expert testimony, 165–168
Valuations at time of hearing, 97–119

and automatic stay, 98–100

plan confirmation for, 105–111

§363 sales, 100–105
Valuations at time past, 121–148

and avoidance actions, 121–128

insolvency tests for, 128–129

use of hindsight for, 136–143
valuation of assets for, 132–135

valuation of debts for, 129–132
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‘‘Valuation of a Business, Business

Ownership Interest, Security, or

Intangible Asset,’’ See Statement on
Standards for Valuation Services No. 1

(SSVS No. 1)

Valuation standards, 7–14

authorities of, 11–12
importance of, 12–13

professional organizations in, 8–11

Value Line Industry Reports, 54,

64

Valuing a Business (Pratt, Reilly, and
Schweihs), 39, 110, 163–165

W

WACC (weighted average cost of capital):

calculations for, 49–57

and DCF method, 41
as part of income approach, 39

Weighted multiple calculations, 73

Wolkowitz v. Am. Research Corp., 133
Wrongdoer rule, 140
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