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PART I: INTRODUCTION AND OVERVIEW







Chapter 1: Introduction

There’s an old saying, “Never judge a book by its cover.” There is a lot of truth behind
this saying, particularly when applied to people. Many people have a very different
core of being than is apparent at the surface.

Ironically, this saying doesn't apply very well to books. What'’s the first thing people
often do at the library or a bookstore when picking up a book? They look at the title.
They take in the cover art. They skim the summary on the back. In short, they judge

the book by its cover and form an initial opinion.

The cover can say a lot about a book. This book is no exception. The main title of this
book is A Field Guide to Business Valuation. This title can tell how the book is organized.
Think of this book as a field guide bird watchers use. We encourage readers to keep it on
hand as a reference. It doesn’t necessarily need to be read cover to cover. Jump around.
If a question comes up about a particular topic, turn to the section that addresses that
matter or, if learning all about business valuation sounds appealing, by all means, read

it from cover to cover. There may be more to certain topics than one initially thought.

We wrote this book based on data from the field. It is based on our experiences helping
business owners estimate, preserve, and increase business value. We work with people
who don’t have a business valuation background. We regularly use simple analogies to
help people understand complicated topics. We get used to answering the same ques-
tions that come up, and we have had many opportunities to hone our answers. After
years of explaining business valuations in conversations and presentations, we wrote
this book to provide more people with a greater understanding of how businesses are
valued.

This book is intended for business owners and their advisors who would like to learn
more about how to estimate what a business is worth, what factors affect value, and
how to make businesses more valuable. After reading this book, one should be conver-
sant in business valuations and comfortable with the overall valuation framework. It
is not an exhaustive dissertation on business valuation. Many other (very thick) books
get into the details, picking up where this book leaves off. This book is for people who
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want an understanding of how businesses are valued but don’t have the time to read

heavy textbooks.

It is a great first book for people who want to learn how to perform valuations themselves.
It does not contain all the details necessary to master the craft of business valuation but
will serve as a great introduction to the topic. Comprehensive valuation textbooks are
generally in the range of 1,000 pages, as is necessary when explaining all the nuances

of a complicated craft.

Our focus is on the valuation of privately held businesses, not publicly traded compa-
nies. Public companies can be valued based on their stock prices or various intrinsic

valuation models. Different factors affect the value of private and public companies.

The source material for this book is articles we wrote for publications such as Practical
Tax Strategies, The Maine Bar Journal, Maine Lawyers Review, Construction Accounting and
Taxation, Estate Planning, and The American Journal of Family Law. These articles have been
reviewed by editors and then presented to the public. We hope that the endorsement
of an outside professional organization assures readers of the accuracy of this book.
When we compiled the source articles into this book, we rewrote substantial portions

of them to ensure readability as a cohesive book.

We hope this book answers questions, provides new insights, and is an enjoyable read.

Casey Karlsen, CFA, ASA
Seth Webber, CFA, ASA, CEPA

BerryDunn
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