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Liquidity, 1-3, 5, 7, 15, 19, 38-39, 122, 130,
166-167, 190, 237, 240, 335, 354, 361,
393,412,423, 426, 437,495, 501, 529,
536, 544, 551, 562, 573575, 587-588,
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Compensating balances, 241, 267, 403
Unused line fees, 257, 267, 332
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Financial, 266
Loan guaranty, 246, 275, 281-283, 285
Loan payments, 258, 432
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Equal principal payments, 259
Loan-to-value ratio, 212
Lockbox, 316
Lost profits, 166, 175-176
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150, 224, 239, 244, 351, 553, 575
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Mabher, Michael, 594
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387-388, 415-416, 420-421, 441-443,
450, 457, 460, 508, 557, 596-597
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Margined collateral, 214, 258, 274, 327-37.5,
333,454
Market approach, 52, 58, 119, 127, 157,
202-203, 231
Market capitalization methods (V&CM), 199
Market capitalization, 199, §40, 543, 545-546
Market maker, 4, 5, 8, 412, 536, 539, 543, 575
Market mechanisms, 1<3, 5, 10, 402, 553, 554,
569,572,582,595
Information, 2
Liquidity, 3
Allocation, 34
Regulation, 4
Intermediation, 4
Exchange, 5
Market segmentation, 6, 9, 11, 129
Market value, 43, 47, 50, 51, 57-62, 67-69,
73-75, 83,91, 93, 96, 111, 119, 139, 152,
165,179,198, 209, 227, 514, 558, 564,
565
Marketability, 28, 51, 66, 117, 121-122, 139,
237,434,439, 464, 478, 588-591
Marketable minority interest, 116-117, 124
Markowitz, Harry, 583-584
Master lease, 311-312
Maturity factoring, 338
Mean, 54, 85-86, 585,
Means of transfer, 412-414, 425, 442, 462,
470,477,

Median, 24, 84-85, 86, 89, 122, 150-153, 244,
306, 327, 349, 351, 359, 403-404, 590

Mediation, 67, 502

Mergerstat Review, 121, 132, 590, 594

Meta-financial theory, 577-578

Mezzanine capital, 21, 245, 248, 249, 347,
351, 353, 362-363, 448, 455

Middle market, 7-12, 14-15, 17-19, 29-30,
35,58, 148, 252, 406, 568-569, 573, 575,
578, 592

Middle-market finance, 14-15, 17-19, 29, 30,
67,421, 568-569, 573, 578, 593

Middle-market finance theory, 14, 17-19, 29,
30, 35, 67,421, 568-578, 593

Migration, 315

Milestone, 380

Mills v. Electric AutoLite, 100

Minority interest discount, 46, 116-118, 121,
139, 434,478, 487

Minority interest, 62, 64-67, 108, 116-117,
123,127,122, 412, 434, 464, 477, 485,
570, 574

Minority shaveholder 45, 100, 108, 133-135

appraisal vights, 135-136
limicng risk, 139

Moaci-Business Corporation Act (MCBA), 134,
136

vionitoring, 262, 394, 571, 585

Monte Carlo simulation, 53-54, 592

Moroney, Robert, 589

Most effective capital structure, 333

Motive, 1, 11, 12, 20, 27, 102, 238, 411-412,
415, 420, 553, 556, 570, 571-572, 582

Municipal bonds, 245, 276, 428

N

NASDAQ, 538-539, 543-544, 547, 549

National Association of Certified Valuation
Analysts (NACVA), 113

Negative covenants, 265

Negotiated transfer, 508-510, 512, 557

Net asset value, 44, 60, 63, 70-71, 73-75, 93,
107, 120, 137, 168, 169, 555

Net present value (NPV), 14, 38, 145-46,
306-308, 380, 564, 580, 584, 587, 594

New York Stock Exchange (NYSE), 182-183,
537,590

No shop, 399, 448, 510

Nonadvocacy, 114, 137, C

Nonmarketable minority interest, 116

Nonmaturity factoring, 338

Nonrecourse factoring, 337-338

Nonsponsored deals, 350

Nonstrategic transfers, 59

Nonvoting discount, 120, 123

Nonvoting shares, 123, 480

Normalized capital expenditures, 79-80, 97,
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Offeree, see Issuer

Offering memorandum, F

Offeror, see Issuer

O’Neal, Hodge, 178

One-step auction, 509, 512, 517-518, 521, 554

One-time expenses, 70, 76, 78=79, 96-97, 148,
219, 513-514, 529

Operating goodwill, 60, 162

Operating lease, 299-300, 307, 309, 312

Opportunity cost of capital, 583

Opportunity costs, 129, 157, 173, 250, 332

Oppression, 21, 43, 45, 133-135, 139, 179

Optimal capital structure, 240

Option, 25, 231, 300, 307, 374, 393, 413,
414-415, 420, 425, 430, 442, 462, 470,
477,481, 486, 490, 497, 511, 518, 526,
530, 537, 542, 550, 558-559, D
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Out-of-trust, 249,

Outstanding shares, 118, 218, 379, 450, 535

Over-the-counter (OTC), 540, 543, 546-547,
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Owner motives, 12, 27, 30, 238, 411, 425, 442,
462,470,477, 481, 486,497, 511, 518,
526, 530

Owner value, 21, 27, 40, 43, 47, 49-50, 52, 74,
91, 109, 130, 178, 194, 209-212, 221,
227-229,231, 384, 399, 439, 441442,
453, 459-460, 509, 511, 554, 557-558,
561-562, 566, 593

Ownership agreements, 64-58.591, 447-499,
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Paglia, John, 132, 151, 163, 568

Participating preferred, 378, D

Pass-through entities, 12, 238, 362

Patent, 21, 43, 73, 95, 101, 107-108, 159, 184,
195-197,201-205, 227, 378, 562

Payback, 160, 405, 442, 563, 586-587

Payment-in-kind (PIK) bond, D

Payment-in-kind interest, 349-350, 355-356

Penny warrants, 350

Pepperdine private capital market line, 23-24,
149-152, 223-224, 236, 239, 244-245,
249-253, 403, 406, 570-571, 575

Pepperdine University, 22, 151, 402

Performance ratchets, 348, 362

Period of restoration, 177

Personal guarantee, 11-12, 238-239, 272-273,
293, 331, 363, 367

Phantom stock, D

Piggy back registration, E

Pink sheets, 547

Platform company, 524-525, 528-529
Point in time value, 15, 18, 20, 39, 48, 54, 569
Points, 12, 235, 239
Poof IPO, 524
Portfolio company, 350, 377, 387, 389
Portfolio theory, 9, 401, 579, 583-586
Portfolio, 9-10, 402
Possible worlds, 42
Post-money valuation, 379
Pratt, Shannon, 112, 130
Pratt’s Stats, 63, 85-86, 122
Preemptive rights, 382, 398
Preferences, D, E
Preferred stock, 378, 396, D, E
Pre-IPO studies, 591
Preliminary report, 114
Pre-money valuation, 379
Premise of value, 115, 170
Prepayment charges, 332
Premiums, 120-121, 123-124, 404, 465
Present value, 36,61, 82, 88-89, 145, 147,
190, 300
Price/earninge ratio, 85, 127, 218
Prime premium, 261-262
Primecute, 249,257, 259-260
Princisie of substitution, B
I'sivate annuities, 480-481
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Private capital markets, 1-15
Private cost of capital model, 46, 144,
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Private equity groups, 366-367, 387-392, 406,
443, 528-529
Private equity, 365-366, 385-386
Private foundation, 425, 437, 466-467, 471
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Private investment banker, 413, 507-508,
554
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Private placement memorandum, F
Private return expectations, 61, 82
Specific investor return, 82-84
Specific industry return, 84-87
General return, 87-88
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Pro forma, 61, 78, 96, 218, 219
Probability-weighted analysis, 52-54, 188,
190-191
Progress billing, 317, 320
Promissory note, 372-373, 489-492, 498
Proportionate interests, 138, 449
Prudent man provision, 385
Public auction, 25, 213, 348, 414, 419, 4235,
442, 508-509
Public capital market line, 235-236
Public capital markets, 1, 13-15, 19, 22,
36-37, 131, 225, 235, 507, 534, 544, 574,
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Public companies
advantages and disadvantages of going
public, 544
which companies are public, 538-539
Public guideline companies, 38, 127
Public investment banker, 4, 21, 48, 217-218,
221,412, 507, 541-542
Public value, 217-219, 248, 250
Purpose, 20-21, 39-41, 44
Put option, 430, 532, 559, D

Qualified small issue bonds, 277

Qualifying replacement property (QRP), 428
Quest for Value, 161

Quiet period, 543

R

Range concept, 35, 51, 53-54, 60, 230-231,
556-557,592

Ratchets, 231, 348, 362, 383

Razaire, Christopher, 52-53

Reasons for valuation, 59

Recast EBITDA, 46, 71, 76, 78, 81, 96, 148,
159, 563

Recourse factoring, 337-338

Redeemable, D

Registration rights, 359, 382, 398, 543, E

Registration statement, 383, 541-542, 547, F

Regulation A, 537, F

Regulation D, 536-537, F

Reilly, Robert, 138

Relative inefficiency, 4

Reporting unit, 185-190

Repurchase agreements, 497,502

Reserve, 318, 320, 339-344

Residual value, 246-247, 298-299, 302-307,
312

Restricted stock studies, 122, 139, 588, 589

Restrictive covenants, 324, 328

Retention, 320

Return on equity (ROE), 37, 127, 161

Return on investment (ROI), 37, 46, 143, 145,
269, 324, 378, 580, 587

Revenue enhancements synergy, 97, 100

Revenue ruling, 27, 37-38, 112, 115, 118, 228,
298, 590

Reverse merger, 26, 28, 415, 419, 508,
535-536, 542, 547-548, 566

Revolver, 315, 318

Right of first refusal, 374, 383, 399, 418, 449,
499

Risk rating, 255, 270

Risk, 1, 7-13, 15, 36, 38, 82, 87, 127-128,
145, 156, 159, 165, 225, 238, 261, 336,
379, 401

Risk-free rate, 127, 129-130, 188, 190, 584

Roll-up, 419, 425, 523, 525-528, 534

Rule 504, F

Rule 505, F

Rule 506, F

Rule of thumb, 543
Russian roulette, 498, 502

S
S corporations (ESOPs), 431
Sale-leaseback, 212, 300
Salvage value, See Residual value
Sample terms, 22, 242
Sarbanes-Oxley law, 545
Scalable business model, 356, 377
Scenario planning, 52
Scorecard methods (SC), 199
Secondary market, 240, 247, 303, 536
Secured debt, 362, 393
Secured lending, See Asset-based lending
Securities & Exchange Commission (SEC), 5,
63, 188, 368,423, 535, 589
Securities Act of 1933, F
Security interesc. 312, 315, 318, 320, 339
Segmented marlets, 6, 8
Self-caneelitig installment note (SCIN),
481.:482,492
Seller nancing, 30, 229, 458
Seliiig memorandum, 512-517, 519
senior debt lending multiple, 9-10
Senior debt, 9-10, 153, 248, 347, 353, 360, D
Seniority, 426
SFAS 141, 184
Shared control level, 62, 65-66
Shared synergy guide, 99
Shareholder agreement, 381, 447-450
Shareholder value added (SVA), 146
Sharpe, William, 584
Shelf life, 113
Shell company, 547
Should-be-private company, 535, 550-551
Single life annuity, 480
Size premium, 128, B
Skandia Company, 198, 200, 204-205
Skandia navigator, 200, 204-205
Small Business Administration (SBA) programs
7(a) loan guaranty program, 246, 282-283,
286, 290, 294
504 certified development, 246, 283, 288
CAPLine program, 246, 275, 289, 290-292
Export working capital program (EWCP),
247,291-294
Small business administration (SBA), 246, 275,
281-282, 284, 351
Small business investment company (SBIC),
348, 351-352
Small company markets theory, 13
Small corporate offering registration (SCOR),
536-537,F
Specialty equipment lessors, 303
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Specific industry return, 76, 82, 84, 94, 103
Specific investor return, 76, 82, 94, 103
Sponsored deals, 350
Stages of private equity investment, 366-367,
386
Standard deviation, 585, 609
Standard industrial classification (SIC), 63,
84-86
Standard of value, 35, 45, 111, 114-115, 118,
170, 213, 311, 572
Stated interest rate, 23, 241, 256, 403
Statements of Financial Accounting Standards
(SFAS),
SFAS 141, 184
FAS 157, 179-182, 193
ASC 805, 184-187, 193
ASC 350-20, 47, 186-187, 193
Stern Stewart & Co., 145, 161
Stock appreciation rights (SAR), 544, D
Stock exchanges, 538, 542
Stock gifts, 476-477
Stock market, 199-200, 218, 392, 540, 546
Stock option, D
Strategic combinations, 59, 98
Strike price, 350, D
Structural capital, 196, 198
Subordinated debt, 248, 334, 347-348, 360
Subordination, 352, 359-360
Supermajority, 449
Supporting organizations, 462, 467
Swap rates, 259, 261
Swap, 261
Symmetrical information, 2, §
Syndicate, 264, 374, 380, 397
Synergistic buyer, 27, 77, 94-65,162, 209, 512
Synergy subworld, 103, 103,107, 162, 209,
228,513, 554-552. 564
Synergy, 44, 97, 99, 0%
Systematic risk, 5§, 589
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Tag along rights, 358, 366, 383, 386, 399, 449

Tangible asset, 73, 195

Target, 60, 77, 94-95, 102,

Taxable gifts, 476-478

Tax Relief, Unemployment Insurance
Reauthorization and Job Creation Act of
2010 (H.R. 4853), 475

Technical know how, 195

Technology broker, 200, 205-206

Ten-year transfer cycle, 564-565

Term loan, 256-257, 264

Term sheet, 273, 358, 374, 380-381, 396, 449,
451-452,459, E

Terminal value, 47, 106-107, 148, 215

Terms cost, 243

Third party actions, 170-172, 500

Thomson Reuters, 251, 407

Tie-break director, 502

Tier 1 asset-based lender, 246, 321-325

Tier 2 asset-based lender, 247, 321, 325-328

Tier 3 asset-based lender, 247, 321, 328-331

Time value of money, 148, 160, 190, 306, 584,
587

Trade credit, 250

Trade secrets, 101, 184, 196, 198, 201

Trademarks, 184, 195-196, 198, 201, 203

Tranche, 356, 380

Transactional data, 58, 62, 64, 86, 103, 117

Transfer channel, 25-26, 413-420, 557-559,
571

Transfer method, 17, 25-26, 413-420,
557-559, 569

Transfer motives, 11-12, 411-412, 420, 556

Transfer players, 5, 413-414, 507-508

Transfer timing, 505-506, 521, 560-562

Treasury stock, 437

Triadic logic, 19, 30, 231-232, 407

Triangulation, 2$

Triggering evei.ts; 134-135, 167, 170,
495-49¢. 499, 501

True lease, 297-299

Two-st<p-auction, 509, 517-518
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U.S. Department of Agriculture (USDA),
279-281

U.S. Patent Office, 197

Unadjusted indicated value, 115, 120, 126

Underwriter, 368, 525, 539, 541

Unified credit, 417-418, 472,478

Uniform Limited Partnership Act, 488

Uniform Standards of Professional Appraisal
Practice (USPAP), 114-115

Unrelated business taxable income, 468

Unsystematic risk, 128, 238, 240, 408, 589

Unused line fees, 256-257, 267, 332

Unwilling buyer and seller, 57-58

Utility patents, 201
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Valuation approaches, 119, 126

Valuation date, 73, 138

Valuation method, 51, 53, 62, 117, 120, 137,
200, 228, 404

Valuation, 7-8, 14, 17-18, 20, 35-55

Value conclusion, 20, 40, 58, 126

Value perspective, 105-107

Value premise, 112, 115-116, 138, 230

Value world quadrants, 49-51

Value worlds, 39-49

Value world theory, 20-21

Variable interest rate, 256, 260

Venture capital, 375-379

Venture lessors, 303-305

Vertical integration, 44-45, 98
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Vesting, 374, 382, 398, 426, 430

Visitation, 360, 381, 398

Voluntary termination, 170-172, 451,
500-501

Voting rights, 123, 358, 426, 450,
479-480, D

w

Warrant, 348-350, 354, 360-361, 363, D
Wealth replacement trust, 463-464
Weighted average antidilution, 383

Weighted cost of capital (WACC), 36-37,
82-83, 128, 145

Willamette Management Associates, 591

Willing buyer and seller, 57, 59

Working capital, 78, 256-257

Work-in-process inventory (WIP), 316, 318

Write-down, 194

Write-up, 44, 60, 69, 73, 192
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Yardstick approach, 165-166
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