
What It’s Worth

Business Valuation Update

YEARBOOK
Timely news, analysis, and  
resources for defensible valuations.

2016

Excerpt from



Business Valuation Update 
Yearbook 2016

 
 
 
 
 

1000 SW Broadway, Suite 1200, Portland, OR 97205 

(503) 291-7963 • www.bvresources.com



Copyright © 2016 by Business Valuation Resources, LLC (BVR). All rights reserved. 
Printed in the United States of America.

No part of this publication may be reprinted, reproduced, stored in a retrieval system or transmitted in any form 
or by any means, electronic, mechanical, photocopying, recording, scanning or otherwise, except as permitted 
under Sections 107 or 108 of the 1976 United States Copyright Act, without either the prior written permission 
of the Publisher or authorization through payment of the appropriate per copy fee to the Publisher. Requests for 
permission should be addressed to the Permissions Department, Business Valuation Resources, LLC, 1000 SW 
Broadway St., Suite 1200, Portland, OR 97205; (503) 291-7963; fax (503) 291-7955; permissions@bvresources.com. 

Information contained in this book has been obtained by Business Valuation Resources from sources believed to 
be reliable. However, neither Business Valuation Resources nor its authors guarantee the accuracy or completeness 
of any information published herein and neither Business Valuation Resources nor its authors shall be responsible 
for any errors, omissions, or damages arising out of use of this information. This work is published with the 
understanding that Business Valuation Resources and its authors are supplying information but are not attempting 
to render business valuation or other professional services. If such services are required, the assistance of an 
appropriate professional should be sought.

Editor: Andy Dzamba

Publisher: Sarah Andersen

Managing Editor: Monique Nijhout-Rowe

Senior Copy Editor: David Solomon

Chair and CEO: David Foster 

President: Lucretia Lyons

Vice President of Sales: Lexie Gross

Customer Service Manager: Retta Dodge

ISBN: 978-1-62150-062-9

Library of Congress Control Number: 2016930486



www.bvresources.com 3

Table of Contents

INTRODUCTION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                            9

SECTION I. BUSINESS VALUATION APPROACHES, METHODS, AND  
ENTITY-SPECIFIC ISSUES. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                 13

EXPERT SHARES HIS APPROACH FOR DETERMINING REASONABLE COMPENSATION. .  .  .  .  .  . 15

MEAN, MEDIAN, HARMONIC MEAN: WHICH IS BEST?. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 18
By Bob Dohmeyer, ASA, Dr. Herbert Kierulff, and Janae Castell, CVA

SCRUTINY HEATS UP ON VALUATIONS AND FAIRNESS OPINIONS IN M&A DEALS . .  .  .  .  .  .  .  .  .  . 24

DATA ABOUT THE SIZE PREMIUM CHALLENGE CONVENTIONAL WISDOM . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 27

RECENT DEVELOPMENTS BOLSTER CASE FOR PEER REVIEWS OF ESOP VALUATIONS. .  .  .  .  . 35
By Patrice L. Riela, CBA, CPA, CVA, ABAR

THINK LIKE A POTENTIAL INVESTOR TO DO AN EXIT PLAN VALUATION. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 40
By Z. Christopher Mercer, ASA, CFA, ABAR

EMPLOYEE STOCK OPTIONS: WHAT VALUATION ANALYSTS SHOULD KNOW. .  .  .  .  .  .  .  .  .  .  .  .  .  . 45
By Keith Sellers, Ph.D., CPA/ABV, Brett King, Ph.D., and Yingping Huang, Ph.D.

RULES OF THUMB AND PRIOR TRANSACTIONS OF COMPANY STOCK. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 54
By Heidi P. Walker, CPA, ASA, ABV

ALTERNATIVE METHODS OF PURCHASE PRICE DETERMINATION IN  
BUY-SELL AGREEMENTS . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 57
By Brian D. Burns, CPA/ABV/CFF, ASA, and Chris Mitchell, CPA/ABV/CFF 

INDEFINITE IS NOT INFINITE—SOLVING A DICHOTOMY IN TRADEMARK VALUATION. .  .  .  .  .  .  .  . 65
By Christof Binder, Ph.D., MBA, and Robert B. Morrison, MBA, ASA BV/IA 

MISAPPLICATION OF GORDON GROWTH MODEL CAN LEAD TO UNDERVALUING. .  .  .  .  .  .  .  .  .  . 79
By Drew E. Voth, CVA, CPA/CFF, CIRA/CDBV, CFE



Business Valuation Update Yearbook 2016

www.bvresources.com4

AVOIDING COMPLICATIONS AND DISPARATE OPINIONS OF VALUE IN BUY-SELL 
AGREEMENTS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83
By Brian D. Burns, CPA/ABV/CFF, ASA, and Chris Mitchell, CPA/ABV/CFF 

HOW TO USE THE INCOME APPROACH ON AN FLP WITH NO INCOME . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 90

20 QUESTIONS TO ASK WHEN DOING DUE DILIGENCE FOR AN IP VALUATION. .  .  .  .  .  .  .  .  .  .  .  .  . 93

THE DOUBLE-DIP CONCEPT IS OFTEN A MISCONCEPTION. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 95
By Robert W. Levis, CPA/ABV, ASA

FINE-TUNED DATA HELP TAILOR THE SIZE PREMIUM TO A SUBJECT COMPANY. .  .  .  .  .  .  .  .  .  . 101

A NEW APPROACH TO FIGURING DAMAGES FOR IP MISUSE OVER THE INTERNET. .  .  .  .  .  .  .  . 103

PERSONAL GOODWILL AND NONCOMPETE AGREEMENTS: FOLKLORE VS.  
COMMON SENSE. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 106
By Robert Dohmeyer, ASA, and Peter Butler, CFA, ASA 

PROS AND CONS OF MODELS FOR ESTIMATING THE COST OF EQUITY IN A  
GLOBAL SETTING. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112

IPCPL AND MARGIN REVERSION: IMPLICATIONS FOR THE VALUATION OF  
SMALL PRIVATELY HELD COMPANIES. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 114
By Igor Gorshunov, MBA, CFA

THE MISUSE OF BID PREMIUM DATA TO DETERMINE MINORITY DISCOUNTS . .  .  .  .  .  .  .  .  .  .  .  . 119
By Andrew Strickland and Robert Dohmeyer, ASA

VALUATION CONCEPTS HAVE UNDERGONE MASSIVE CHANGES IN THINKING. .  .  .  .  .  .  .  .  .  .  .  . 127

COMPENSATION NORMALIZATION AND THE DOUBLE-DIP:  
THE DISCUSSION CONTINUES. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 131
By Bryan P. Robertson JD, MPA, CPA, CVA

LEVIS RESPONDS TO DOUBLE-DIP MISCONCEPTION . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 135
By Robert W. Levis, CPA/ABV, ASA, CFE 

THE BLACK-SCHOLES MODEL CAN OVERVALUE ESOs AND OTHER OPTIONS. .  .  .  .  .  .  .  .  .  .  .  . 136
By Martin Greene, CPA/ABV, ASA

STUDY REVEALS DCF USAGE BY TOP M&A PRACTITIONERS. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 145

MONTE CARLO IN BV: A VALUABLE TOOL … IN THE RIGHT CIRCUMSTANCES. .  .  .  .  .  .  .  .  .  .  .  . 147

SECTION II. INDUSTRY-SPECIFIC VALUATION. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                 151

THE COST APPROACH MAY BE THE BEST FOR CONSTRUCTION FIRMS—HERE’S WHY. .  .  .  . 153
By Matthew Crane, ASA, CPA/ABV



Table of Contents

www.bvresources.com 5

BVU PROFILES: WHEN A LAW FIRM GETS CAUGHT UP IN DIVORCE: AN ATTORNEY  
AND AN APPRAISER COMPARE NOTES . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 165

CHECKLIST OF SPECIAL INFORMATION TO REQUEST FOR THE VALUATION  
OF A LAW FIRM . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 172

KEY ISSUES IN DEBATE OVER THE COST APPROACH FOR HEALTHCARE INTANGIBLES. .  .  .  . 175
By Mark O. Dietrich, CPA/ABV, and Timothy R. Smith, CPA/ABV 

SECTION III. FROM THE COURTROOM . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                       185

TOP 10 NOTEWORTHY BV CASES OF 2014. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 187

TAKEAWAYS FROM SIX RECENT BUSINESS VALUATION CASES. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 189

COURT CASE POINTS UP PITFALLS TO AVOID WHEN USING  
TRANSACTIONAL DATABASES. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 195

PUBLIC SHAREHOLDERS, FAIR VALUE, AND THE ‘MARKET-OUT EXCEPTION’  
IN APPRAISAL STATUTES . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 197
By Gilbert E. Matthews, CFA, and Michelle Patterson, J.D., Ph.D.

BVU PROFILES: SURVIVAL TIPS FOR BV EXPERTS PUT ON THE WITNESS STAND  
INTERVIEW WITH KEITH MEYERS, CPA/ABV/CFF. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 206

INSIDERS REVEAL HOW TO GET INTO THE EXPERT WITNESS GAME—AND STAY THERE. .  .  . 210

SURVIVING THE EVER-CHANGING WORLD OF VALUATION IN THE COURTS . .  .  .  .  .  .  .  .  .  .  .  .  .  . 213

SECTION IV. BV PROFESSION AND PRACTICE MANAGEMENT . . . . . . . . . . . . . . . . . . . .                   219

BVU PROFILES: INTERVIEW WITH NANCY CZAPLINSKI, CPA/ABV/CGMA, CFA, ASA  
(AMERICAN APPRAISAL) . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 221

DIFFERENT BV STANDARDS HAVE MORE IN COMMON THAN YOU MIGHT THINK. .  .  .  .  .  .  .  .  .  . 224

UNDERSTANDING THE IMPORTANCE OF BUY-SELL AGREEMENTS TO BUSINESS  
VALUATION SERVICES. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 227
By Brian D. Burns, CPA/ABV/CFF, ASA, and Chris Mitchell, CPA/ABV/CFF 

20 IDEAS TO HELP MAKE YOUR IRS DEALINGS GO SMOOTHER. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 236
By Michael Gregory, CVA, ASA 

BVU PROFILES: BUSINESS VALUATION FROM THE PERSPECTIVE OF AN APPRAISER  
IN ITALY. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 240

SNAPSHOTS OF THE BUSINESS VALUATION PROFESSION AROUND THE WORLD. .  .  .  .  .  .  .  .  . 244

S CORPORATION VALUATION, DLOM RULINGS HIGHLIGHT NYSSCPA BV CONFERENCE . .  .  . 247



Business Valuation Update Yearbook 2016

www.bvresources.com6

BVU PROFILE: MORE COMMON SENSE—LESS THEORY AND FEWER MODELS— 
NEEDED IN BUSINESS VALUATION . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 252

TAX AFFECTING, WEB DAMAGES, PRACTICE BUILDING HIGHLIGHT ANNUAL  
NACVA CONFERENCE . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 259

BVU PROFILE: ON THE ROAD TO BUILDING A CAREER IN BUSINESS VALUATION . .  .  .  .  .  .  .  .  . 264

BVU PROFILE: A PERSPECTIVE ON BUSINESS VALUATION FROM  
SOUTH OF THE BORDER. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 269

VALUATORS ARE NOW ENTERING THE M&A PICTURE SOONER. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 273
By Raymond Weisner

WHY VALUATION EXPERTS SHOULD NOT USE THE TERM ‘NONMARKETABLE’ . .  .  .  .  .  .  .  .  .  .  . 276
By Ronald D. Rudich, CPA/ABV/CFF, MS, MCBA, CVA/ABAR/MAFF, CM&AA, CMEA, BCA

HOW TO DEAL WITH THE ONGOING HIRING CRUNCH BUBBLE IN BV . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 279

BVU’S EDITORIAL BOARD REFLECTS ON THE VALUATION PROFESSION. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 281

THREE GENERATIONS OF VALUATION EXPERTS SHARE THEIR VIEWS. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 291

BVU PROFILE: INSIGHTS INTO THE BUSINESS VALUATION PROFESSION AND  
PRACTICE IN AUSTRALIA. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 299

ARE INTERNATIONAL STANDARDS FOR INTANGIBLE ASSETS ADAPTED TO MOST 
COMPANIES? . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 305
By Charles Markowicz, CPA (Belgium)

BVU PROFILE: TWO-YEAR IRS NIGHTMARE CAPS OFF LONG VALUATION CAREER  
INTERVIEW WITH ALFRED M. KING (KING VALUATION SERVICES LLP) . .  .  .  .  .  .  .  .  .  .  .  .  .  . 313

IVSC MEETING IN PARIS REVEALS A GLOBAL PERSPECTIVE ON BV . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 318

HIGHLIGHTS FROM THE 2015 ASA ADVANCED BV CONFERENCE. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 322

RECAP OF THE APPRAISAL FOUNDATION’S BUSINESS VALUATION ROUNDTABLE III . .  .  .  .  .  . 325
By David S. Bunton 

INTERVIEW WITH SOLTAN ALJORAIS FROM TAQEEM, THE SAUDI AUTHORITY OF  
ACCREDITED VALUERS. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 328

SECTION V. REVIEWS OF DATA SOURCES AND NEW BOOKS . . . . . . . . . . . . . . . . . . . . .                    331

RESEARCH INTO PRIVATE COMPANY MULTIPLES IN THE U.K. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 333

BOOK REVIEW: THE 2014 VALUATION HANDBOOK – INDUSTRY COST OF CAPITAL. .  .  .  .  .  .  .  . 336
By R. James Alerding, CPA/ABV, ASA



Table of Contents

www.bvresources.com 7

AN IN-DEPTH REVIEW OF THE DUFF & PHELPS RISK PREMIUM CALCULATOR . .  .  .  .  .  .  .  .  .  .  . 340
By Jessica Landay, CVA, and Brenda Clarke, CPA/ABV/CFF, CVA 

OVERLY CAUTIOUS HEALTHCARE APPRAISALS VIOLATE VALUATION THEORY . .  .  .  .  .  .  .  .  .  .  . 346
By William B. Hamilton, MBA, CVA

NEW BOOK IS MAJOR ADVANCE IN THINKING ABOUT S CORP TAXES AND VALUE. .  .  .  .  .  .  .  . 349

ONGOING RESEARCH RELATED TO THE S CORP VALUATION PUZZLE . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 352

INSIGHTS INTO PRIVATE COMPANY MULTIPLES IN THE UNITED KINGDOM. .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 355

BOOK REVIEW: INTRIGUING PREMISE: ADJUST COST OF CAPITAL FOR A  
SUPPORTABLE PTE VALUATION. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 358
By R. James Alerding, CPA/ABV, ASA

LETTER TO THE EDITOR: IRS S CORP JOB AID MAKES ASSUMPTIONS NOT  
BACKED UP BY ACADEMIC RESEARCH. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 361

AUTHORS RESPOND TO COMMENTS ON THEIR NEW S CORP BOOK . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 363

SECTION VI. DATA. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                         367

MONTHLY COST OF CAPITAL DATA. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 369





www.bvresources.com 9

Introduction

Business Valuation Update celebrated its 20th anniversary, and we continue to strive to present new 
approaches as well as keep appraisers up-to-date with news and analysis, changes in regulations 
and professional standards, leading conferences, publications of interest, and practice-building 
ideas. Here are a few highlights of what you’ll see in this yearbook.

Section 1. Business Valuation Approaches, Methods, and Entity-Specific Issues. If the business valuation 
profession is to advance, it must be open to new ideas, techniques, and methodologies. Valuation 
concepts have undergone significant changes in thinking over the years (see “Valuation Concepts 
Have Undergone Massive Changes in Thinking”), and change will continue. Conventional think-
ing is being challenged in a number of areas, including the size premium (see “Data About the 
Size Premium Challenge Conventional Wisdom” and also “Fine-Tuned Data Help Tailor the 
Size Premium to a Subject Company”), the double dip (see “The Double-Dip Concept Is Often a 
Misconception”), and personal goodwill (see “Personal Goodwill and Noncompete Agreements: 
Folklore vs. Common Sense”). 

The Department of Labor (DOL) eliminated the “appraiser-as-fiduciary” rule from its newly reis-
sued proposal of a broader fiduciary rule. However, there is still a need for peer review of ESOP 
valuation reports (see “Recent Developments Bolster Case for Peer Reviews of ESOP Valuations”). 
Exit planning is an exciting new area for valuation (see “Think Like a Potential Investor to Do an 
Exit Plan Valuation”). A related topic, buy-sell agreements, is covered in a three-part article. Issues 
and pitfalls of several models are highlighted, including the Gordon growth model, Black-Scholes, 
and Monte Carlo simulation.

Other articles deal with determining reasonable compensation, fairness opinions, exit planning, 
buy-sell agreements, employee stock options, rules of thumb, intellectual property valuations, and 
global issues. 

Section 2. Industry-Specific Valuation. The valuation of law firms took the spotlight over the past 
year (see “Checklist of Special Information to Request for the Valuation of a Law Firm” and also 
“When a Law Firm Gets Caught Up in Divorce: An Attorney and an Appraiser Compare Notes”). 
Construction firms were the topic of an article that was on BVR’s “most popular” list (see “The 
Cost Approach May Be the Best for Construction Firms—Here’s Why”).
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The fair market value of physician compensation played an important part in a number of court 
cases in the healthcare industry. The government has been suing hospitals—challenging the fair 
market value of certain transactions, including the acquisition of medical practices. However, 
valuation experts point to many flaws in the government’s arguments and methodology, including 
the use of faulty survey data (see “Key Issues in Debate Over the Cost Approach for Healthcare 
Intangibles”).

Section 3. From the Courtroom. The courts continued to provide a steady stream of cases involving 
various business valuation issues (see “Top 10 Noteworthy BV Cases” and “Takeaways From Six 
Recent Business Valuation Cases”). Litigation is a growing area for many valuation practices, and 
several articles reveal tips for expert witnesses (see “Insiders Reveal How to Get Into the Expert 
Witness Game—and Stay There” and also “BVU Profiles: Survival Tips for BV Experts Put on the 
Witness Stand”).

An interesting court case illustrates an unpleasant experience that no valuation expert wants to 
face in the courtroom (see “Court Case Points Up Pitfalls to Avoid When Using Transactional 
Databases.”) Another article examines the “market-out exception” in appraisal statutes.

Section 4. BV Profession and Practice Management. In light of BVU’s 20th anniversary, several articles 
present a retrospective as well as insights into the profession from leading practitioners and 
thought leaders, including Shannon Pratt, the founding editor of BVU (see “BVU’s Editorial Board 
Reflects on the Valuation Profession” and also “Three Generations of Valuation Experts Share Their  
Views”).

An interesting interview was conducted with Pablo Fernandez (University of Navarra—IESE 
Business School, Spain). He is a widely published author, and he conducts a survey of market risk 
premiums and risk-free rates used in countries around the world. His paper, “CAPM: An Absurd 
Model,” created a stir in the business valuation community. Fernandez was interviewed by Michael 
Crain (Financial Valuation Group), a valuation practitioner who has done academic research, most 
recently on the size premium (see “BVU Profiles: More Common Sense—Less Theory and Models—
Needed in Business Valuation”).

Attendance at the valuation conferences was up in 2015 from the prior year. BVU attended many 
of these events and provided recaps and some detailed coverage. 

NACVA held its annual conference in New Orleans (see “Tax Affecting, Web Damages, Practice 
Building Highlight Annual NACVA Conference”) and the ASA’s annual event was in Las Vegas 
(see “Highlights From the 2015 ASA Advanced BV Conference”).

Business valuation professionals from all corners of the globe gathered in Atlanta for an event 
sponsored by the International Association of Consultants, Valuators and Analysts (IACVA). One 
of the fascinating sessions showcased practitioners from different countries who gave an overview 
of BV practice and the profession in their land (see “Snapshots of the Business Valuation Profession 
Around the World”). The New York State Society of CPAs (NYSSCPA) annual business valuation 
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conference covered some of the profession’s hottest topics (see “S Corp Valuation, DLOM Rulings 
Highlight NYSSCPA BV Conference”). 

There has been the perception that the various valuation standards conflict with each other. One 
article reveals that they all are essentially addressing the same issues and do not conflict (see 
“Different BV Standards Have More in Common Than You Might Think”).

The Appraisal Foundation issued the 2016-17 version of USPAP and held its third annual Business 
Valuation Roundtable. This event brought together business valuation leaders to discuss a number 
of topics and trends in the profession, especially regarding how to bring greater consistency to 
financial reporting, valuation standards, qualifications, and oversight (see “Recap of The Appraisal 
Foundation’s Business Valuation Roundtable III”).

Section 5. Reviews of Data Sources and New Books. Duff & Phelps released a vibrant new product, the 
Valuation Handbook – Industry Cost of Capital, as a companion to its Valuation Handbook – Guide to Cost 
of Capital. It’s the second book in a series that replaces the discontinued material from Morningstar/
Ibbotson (see “Book Review: The 2014 Valuation Handbook – Industry Cost of Capital”). A third book 
was also released, the International Valuation Handbook – Guide to Cost of Capital, which provides the 
same type of country-level cost of capital analyses previously published by Morningstar/Ibbotson. 
D&P also updated its Risk Premium Calculator, an online tool used to calculate the cost of equity 
capital (see “An In-Depth Review of the Duff & Phelps Risk Premium Calculator”).

A new book that created quite a stir was released: Taxes and Value: The Ongoing Research and Analysis 
Relating to the S Corporation Valuation Puzzle, by Nancy J. Fannon (Meyers, Harrison & Pia LLC) 
and Keith Sellers (University of Denver). The new book reveals an abundance of research showing 
that shareholder-level taxes do indeed affect a firm’s value. Until now, the IRS and the Tax Court 
have refuted this position, largely because data have never been presented to support it. This work 
should provide valuation professionals with the evidence they need to support their valuation 
conclusions. It also provides a suggestion for a new, more direct approach to pass-through entity 
valuation (see “New Book Is Major Advance in Thinking About S Corp Taxes and Value” and also 
“Book Review: Intriguing Premise: Adjust Cost of Capital for a Supportable PTE Valuation”).

This book contains many more articles of interest than those mentioned here. BVR wishes to thank 
all of the valuation experts and thought leaders who contributed to the articles contained in this 
yearbook. Business Valuation Update looks forward to keeping its readers posted on developments 
during the coming year! 

Sincerely,

Andrew Dzamba 
Executive Editor 
Business Valuation Update
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