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BOOK REVIEW
The Business Valuation Bench Book
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Judges are often presented with very different opinions of value. When it comes to deciding a business’s worth, which valuation expert’s analysis is
most believable? What are the important factors a
judge needs to consider?

Below are some of the important factors a judge
should consider when evaluating appraisers’ opinions of value and coming to his or her own decision
on a business’s value:
• Has the proper premise of value has been
used, be it value in exchange or value to the
holder?
• What is the appropriate standard of value: fair
market value, fair value, or something else?
• Have the market, income, and asset-based
approaches been considered?
• Is there a need to adjust income statements
to achieve normalized earnings, and are
these adjustments reasonable and welldocumented? What are the typical areas that
require adjustments?
• Is a capitalization of earnings (a single year) or
discounted cash flow analysis (multiple years)
more appropriate?

In their most recent book, The Business Valuation
Bench Book, William Morrison and Jay E. Fishman
help to answer these questions. The book is concisely organized and written primarily for judges.
The authors had two goals in mind for the book:

• How does a business’s tax classification (C or
S status) affect income, and has it been correctly incorporated into the analysis?

1. To serve as a reference guide of fundamental business valuation concepts for judges;
and

• Has the business’s risk been appropriately
incorporated into the discount rate? Have the
models used to develop the discount rate
been correctly applied and are the assumptions reasonable?

2. To provide a methodology to identify
component parts and then to drill into an
expert’s factual and theoretical support for
his or her conclusions.

• If the excess earnings method is used, has it
been applied correctly? What are the important assumptions and are they reasonable?
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• Have the guideline transactions been properly applied to the business’s performance?
What adjustments, if any, need to be made?
• How sensitive is a business’s value to differences in certain assumptions— such as
the growth rates, discount rate, normalizing
adjustments, taxes, etc.?
There are six chapters (75 pages in total):
1. “Business Valuation Concepts”;
2. “Approaches to Value”;
3. “Income Approach”;
4. “Asset-Based Approach”;
5. “Hybrid-Excess Earnings Method”; and
6. “Market Approach.”
Each chapter begins with “Points Covered in the
Chapter,” where important concepts are summarized in bullet format, followed by a discussion
and analysis of the critical components of the
valuation process and ending with “Questions
to Ask” (questions the judge can ask the expert).
Throughout each chapter, there are two case
studies (a clothing store and a real estate holding
company) that further illustrate key valuation
concepts.
There are 12 appendices:
1. “Charting Goodwill Jurisprudence”;
2. “Normalization Adjustments Comparison”;
3. “Income Capitalize Comparison”;
4. “Cap Rate Comparison”;
5. “Discounted Cash Flow Comparison”;
6. “Net Asset Comparison”;
7. “Excess Earnings Comparison”;
8. “Transaction Multiple Comparison”;

9. “The Basics of Discounts”;
10. “Glossary of Business Valuation Terms”;
11. “Business Valuation Bench Book
Questions”;
12. “Business Valuation Bench Book
Reference Guide.”
The goodwill jurisprudence (Appendix 1) is a
state-by-state breakdown referencing each
state’s basic position about enterprise and professional goodwill. The comparison appendices (Appendices 2 through 8) present a process
whereby the trier of fact can separate the business valuation into key component parts to
analyze an expert’s support for his or her conclusions. Appendix 9 discusses the basics of discounts, beginning with the levels of value, then
moving to the discount for lack of control, the
discount for lack of marketability (DLOM), and
finally a list of other discounts. There are numerous examples of the powers of control, degrees
of control, a list of sources of lack of control,
and factors affecting the size of the DLOM. The
glossary of business valuation terms (Appendix
10) is included to emphasize the importance of
properly communicating the valuation process
and conclusion in a manner that is clear and
not misleading. Appendix 11 lists 15 questions
that every judge should ask the expert. The final
appendix (Appendix 12) is a reference guide that
provides a summary list (and definition) of the
essential factors that embody every good business valuation conclusion of value.
The authors do an excellent job of “pulling back
the curtain” on business valuations, showing
judges where they need to spend time querying
experts on their appraisals. This book will prove
to be extremely handy and helpful to judges
trying to sort out opposing experts’ conclusions
of value. It can be equally beneficial to attorneys
and experts in their case preparation.
The Business Valuation Bench Book is available at www.bvresources.com/products/thebusiness-valuation-bench-book. ◆
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A practical reference guide every attorney, judge,
and appraiser should have on their bookshelf
Business valuation for lawyers and judges

The
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Bench Book

The Business Valuation Bench Book , which is already used by leading judges
who need to evaluate expert testimony, provides the guidance and tools to better
assess the facts and analysis made by business valuation experts. Written by top
thought leaders William J. Morrison and Jay E. Fishman who have appeared in front
of hundreds of judges, frequently in high-profile cases, this must-have resource
addresses fundamental business valuation concepts in an easy-to-use format. Take
advantage of the authors’ decades of experience with in-depth insight into the
business valuation process and detailed explanations of valuation approaches.

Highlights of the guide include:
•

William J. Morrison
Jay E. Fishman
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•
•

Main valuation concepts in a bulleted format followed by detailed
explanations and worksheets
Two thorough case studies on a clothing store and real estate holding company
12 appendices, including 7 worksheets, which can be used to dissect and
compare the experts’ opinions. Also includes appendices which provide
suggestions on the questions to ask valuation experts

Take a look inside the Bench Book and order your copy at:

bvresources.com/publications
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