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A

Accounts receivables to sales ratio:
question, 39
answer, 110

Adjusting financial statements:
questions, 20–21
answers, 99–100

Adjusting market value multiples:
questions, 26–28
answers, 103–104

After-tax return on assets:
question, 39
answer, 112

After-tax return on sales:
question, 39
answer, 113

Asset compound growth rate:
question, 35
answer, 108

Assets:
after-tax return on:

question, 39
answer, 112

long-term debt to total assets ratio:
question, 39
answer, 111

pretax return on:
question, 39
answer, 112

sales/average fixed assets ratio:
question, 39
answer, 110

sales to fixed assets ratio:
question, 40
answer, 115

sales/total assets ratio:
question, 39
answer, 110

total assets to sales ratio:
question, 40
answer, 114

total debt to total assets ratio:
question, 39
answer, 111

Average sales:
question, 37
answer, 108

B

Business Reference Guide: 13
Buy-sell agreements 12, 86
BVMarketData.com: 16

C

Capitalization rates: 78
Case problems:

about, 33
questions, 33–74
answers, 108–122

Coefficient of variation: 24
Common errors: 79–82
Common size statements: 22
Company size, importance of:

questions, 77–78
answers, 125

Comparative financial analysis:
questions, 22–23
answers, 101

Compound growth rate, asset:
question, 35
answer, 108

Control premiums:
exercise, 29
questions, 29
answers, 105

Control stockholders, 100
Courts, market approach in the:

questions, 85–86
answers, 129
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Current liabilities to total debt ratio:
question, 39
answer, 111

Current liabilities to working capital ratio:
question, 40
answer, 114

Current ratio:
question, 39
answer, 109

D

Debt/risk ratios:
questions, 39
answers, 111–112

Delaware Chancery Court: 85
Depreciation to sales ratio:

question, 40
answer, 114

Discount rates; 75, 76
Discounts, minority:

questions, 29
answers, 105

Discounts for lack of marketability:
exercise, 32
questions, 31–32
answers, 106–107

Dissenting Stockholder actions, 85

E

EBIT:
question, 37
answer, 108

EBITDA:
question, 37
answer, 108

EBITDA to sales ratio:
question, 39
answer, 112

EBIT/interest expense ratio:
question, 39
answer, 111

EDGAR, 14, 96
Equity multiples, 3
Errors in implementing the market

approach:
questions, 79–82
answers, 126–127

F

Fair market value, 11, 80, 81, 93
Fair value, 80
FIFO, 20, 99
Financial analysis, comparative:

questions, 22–23
answers, 101

Financial statements, adjusting:
questions, 20–21
answers, 99–100

G

Gross cash flow, 89
Gross margin:

question, 37, 39
answer, 109, 112

Growth, 22, 76
Guideline merged and acquired company

method, 9–11, 85
Guideline public company method, 90

questions, 7–8
answers, 91

H

Hubris, 83

I

Income:
market approach values, income and asset

approach values vs.:
exercises, 76
questions, 75–76
answers, 123–124

net income to working capital ratio:
question, 40
answer, 113

International Business Brokers Association,
17

Invested capital definition, 4
Invested capital multiples, 3
Invested capital procedures, 25

K

“Known” (knowable) valuation, 100
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L

LIFO, 20, 99
Liquidity/solvency ratios:

questions, 39
answers, 109–110

Long-term debt to total assets ratio:
question, 39
answer, 111

Long-term debt to working capital ratio:
question, 40
answer, 114

M

Management interviews, 79
Market acquisitions:

questions, 83–84
answers, 128

Market approach, errors in implementing
the:

questions, 79–82
answers, 126–127

Market approach in the courts:
questions, 85–86
answers, 129

Market approach methods:
questions, 3–6
answers, 89–90

Market approach values, income and asset
approach values vs.:

exercises, 76
questions, 75–76
answers, 123–124

Market valuation tables, compiling:
questions, 24–25
answers, 102

Market value multiples:
questions, 3–6, 26–28
answers, 89–90, 103–104

Market value of invested capital, see MVIC
Mean, 27, 126
Median, 27, 126
Merged and acquired company method:

questions, 9–11
answers, 92–93

Merger and acquisition market data:
questions, 16–19
answers, 97–98

Merger and acquisitions: US market history,
83–84

Minority discounts:
questions, 29, 30, 32
answers, 105

Minority stockholders, 126
MVIC (market value of invested capital), 3
MVIC/EBITDA multiple, 102
MVIC/sales ratio, 89

N

Net cash flow, 3, 89
Net income margin:

question, 37
answer, 109

Net income to working capital ratio:
question, 40
answer, 113

Net profit margin:
question, 37
answer, 109

Net worth:
after-tax return on:

question, 39
answer, 113

assets to net worth ratio:
question, 39
answer, 112

current liabilities to net worth ratio:
question, 39
answer, 110

fixed assets to net worth ratio:
question, 39
answer, 111

pretax return on:
question, 39
answer, 113

sales to net worth ratio:
question, 40
answer, 114

O

Offers to buy, 12, 13
Operating efficiency ratios:

questions, 40
answers, 114–115

Index 133
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Operating expenses to gross margin ratio:
question, 40
answer, 114

Operating expenses to sales ratio:
question, 40
answer, 114

Operating income margin:
question, 37
answer, 109

Operating margin:
question, 39
answer, 112

Owners’ compensation, 24

P

Partnership interest, 76, 86
Partnership Profiles, 15
Past transactions, 12, 13
P/E multiples, 90
Prerogatives of control, 29
Pre-IPO databases, 31, 32
Pretax return on assets:

question, 39
answer, 112

Pretax return on sales:
question, 39
answer, 113

Price/discretionary earnings, 27
Price/earnings, 76
Price/gross cash flow, 27
Price/Pretax earning, 27
Price/sales multiple, 26
Profitability ratios:

questions, 39
answers, 112–113

Profit margin, net:
question, 37
answer, 109

Public company market transaction data:
questions, 14–15
answers, 96

Q

Quick ratio:
question, 39
answer, 109

R

Range, 24, 27
Receivables:

accounts receivables to sales ratio:
question, 39
answer, 110

sales/average receivables ratio:
question, 39
answer, 110

Reconciliation (of diverge values), 80
Restricted stock, 32, 93, 106
Return on assets:

after-tax:
question, 39
answer, 112

pretax:
question, 39
answer, 112

Return on sales:
after-tax:

question, 39
answer, 113

pretax:
question, 39
answer, 113

Revenue Ruling 59-60 (1959), 7
Risk general, 22
Risk ratios, see Debt/risk ratios
Rules of thumb, 13, 82

S

Sales:
average:

question, 37
answer, 108

depreciation to sales ratio:
question, 40
answer, 114

EBITDA to sales ratio:
question, 39
answer, 112

MVIC/sales ratio, 89
operating expenses to sales ratio:

question, 40
answer, 114

pretax return on:
question, 39

134 Index
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answer, 113
sales/average fixed assets ratio:

question, 39
answer, 110

sales/average receivables ratio:
question, 39
answer, 110

sales/average working capital ratio:
question, 39
answer, 110

sales to fixed assets ratio:
question, 40
answer, 115

sales/total assets ratio:
question, 39
answer, 110

total assets to sales ratio:
question, 40
answer, 114

working capital to sales ratio:
question, 40
answer, 113

Sales, average:
question, 37
answer, 108

Sales/average fixed assets ratio:
question, 39
answer, 110

Sales/average receivables ratio:
question, 39
answer, 110

Sales/average working capital ratio:
question, 39
answer, 110

Sales to fixed assets ratio:
question, 40
answer, 115

Sales/total assets ratio:
question, 39
answer, 110

Selecting market value multiples:
questions, 26–28
answers, 103–104

Site visits, 79

Size, 77–78
Solvency ratios, see Liquidity/solvency

ratios
Standard & Poors Valuation Studies, 77, 78
Standard Deviation, 24
Stockholders:

control, 100
minority, 126

Synergies, 29

T

Time periods (to measure income variables),
3

Total assets to sales ratio:
question, 40
answer, 114

Total debt to total assets ratio:
question, 39
answer, 111

Transaction method, 9, 16, 90. See also
Merged and acquired company
method

Turnover activity ratios:
questions, 39
answers, 110

W

Weighted average cost of capital (WACC);
75

Weighting market value multiples:
questions, 26–28
answers, 103–104

Working capital:
question, 35
answers, 108

Working capital ratios:
questions, 40
answers, 113–114

Working capital to sales ratio:
question, 40
answer, 113
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