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business valuation program is a systematic approach designed to assess the
economic value of a business or company. This program is critical for various
stakeholders, including business owners, investors, and financial analysts,
as it provides insights into the worth of a business, aiding in decision-
making processes related to sales, acquisitions, and investments. A
comprehensive business valuation program typically encompasses several
methodologies, tools, and best practices that help ensure accurate
assessments. This article delves into the key components of a business
valuation program, the methods used, the benefits it provides, and how to
implement such a program effectively within an organization.

Understanding Business Valuation

Methods of Business Valuation

Benefits of a Business Valuation Program

Implementing a Business Valuation Program

Conclusion

Understanding Business Valuation

Business valuation is the process of determining the economic value of a
business entity. It involves analyzing various factors, including assets,
liabilities, earnings, market conditions, and industry characteristics. The
valuation process can differ widely based on the purpose of the valuation,
whether it be for mergers and acquisitions, business sales, financial
reporting, or strategic planning. A well-structured business valuation
program provides clarity and objectivity, enabling stakeholders to make
informed decisions based on accurate financial data.

Key objectives of a business valuation include establishing fair market
value, assessing investment opportunities, and supporting negotiation
processes. Understanding these objectives is crucial for developing a
valuation program that meets the specific needs of the business and its
stakeholders.



Methods of Business Valuation

There are several recognized methods for valuing a business, each with its
own advantages and applicable scenarios. The choice of method often depends
on the industry, the purpose of the valuation, and the availability of data.
Below are some of the most commonly used methods in a business valuation
program.

Income Approach

The income approach estimates the value of a business based on its ability to
generate income. This method often involves projecting future cash flows and
discounting them to present value using a discount rate. The key steps
include:

Forecasting future earnings.

Determining an appropriate discount rate.

Calculating the present value of projected cash flows.

Market Approach

The market approach assesses the value of a business by comparing it to
similar companies in the same industry. This method relies on market data to
establish benchmarks for valuation, often using multiples such as price-to-
earnings or price-to-sales ratios. The process includes:

Identifying comparable companies.

Analyzing market transactions.

Applying valuation multiples to the subject company.

Asset-Based Approach

The asset-based approach values a business based on its net asset value,
which is the difference between total assets and total liabilities. This



method is particularly useful for businesses with substantial tangible
assets, such as real estate or manufacturing firms. The steps in this
approach involve:

Assessing the fair market value of assets.

Calculating liabilities.

Determining the net asset value.

Benefits of a Business Valuation Program

Implementing a business valuation program offers numerous advantages to
organizations. Understanding these benefits is essential for stakeholders
looking to leverage valuation methodologies effectively.

Informed Decision-Making

A business valuation program equips stakeholders with the data needed to make
informed decisions regarding investments, acquisitions, and sales. By
providing a clear picture of a company's worth, decision-makers can better
evaluate potential opportunities and risks.

Strategic Planning

Having a robust valuation program in place aids in strategic planning
efforts. Businesses can align their goals and objectives with their financial
standing, ensuring that they are making the best use of their resources and
opportunities for growth.

Facilitating Transactions

Whether a business is looking to attract investors, sell, or merge, a
valuation program provides credibility and transparency. Accurate valuations
help in negotiating better terms and conditions during transactions, as all
parties have a clear understanding of the business's value.



Implementing a Business Valuation Program

To successfully implement a business valuation program, organizations should
consider several key steps. This structured approach ensures that the program
is effective and meets the specific needs of the organization.

Define Objectives

Before starting a valuation program, it is crucial to define the primary
objectives. Understanding whether the program is intended for internal
assessments, external transactions, or strategic planning will guide the
overall approach and methodology.

Select Appropriate Methods

Based on the defined objectives, organizations should select the most
suitable valuation methods. This may involve a combination of the income,
market, and asset-based approaches to provide a comprehensive view of the
business's value.

Gather Data

Accurate data is essential for effective business valuations. Organizations
must collect financial statements, tax records, and other relevant documents
that reflect the company's performance and market position. Regular updates
to this data ensure that valuations remain current and relevant.

Engage Professionals

Depending on the complexity of the valuation, it may be beneficial to engage
professional valuators or financial consultants. Their expertise can provide
additional insights and ensure that the valuation is conducted in accordance
with established standards and best practices.

Conclusion

In conclusion, a well-structured business valuation program plays a vital
role in enabling organizations to understand their worth, make informed



decisions, and strategically plan for the future. By utilizing established
valuation methods, businesses can assess their economic standing accurately
and leverage this information for growth and success. As the business
landscape evolves, maintaining an updated valuation program will ensure that
organizations remain competitive and prepared for any opportunities or
challenges that arise.

Q: What is a business valuation program?
A: A business valuation program is a systematic approach that assesses the
economic value of a business, providing insights essential for decision-
making regarding investments, sales, and acquisitions.

Q: What are the common methods used in business
valuation?
A: The common methods used in business valuation include the income approach,
market approach, and asset-based approach, each serving different purposes
based on the specific business and industry context.

Q: Why is a business valuation program important?
A: A business valuation program is important because it helps stakeholders
make informed decisions, facilitates transactions, and supports strategic
planning by providing accurate assessments of a company's worth.

Q: Who should use a business valuation program?
A: Business owners, investors, financial analysts, and anyone involved in
mergers and acquisitions should utilize a business valuation program to
understand the economic value of their business or investment opportunities.

Q: How often should a business valuation be
conducted?
A: The frequency of business valuations depends on various factors, including
market conditions, business changes, and specific needs. Regular annual
valuations or assessments during major business changes are common practices.

Q: Can a business valuation program help in securing



financing?
A: Yes, a business valuation program can help secure financing by
demonstrating the economic value of the business, providing lenders and
investors with the confidence needed to support funding requests.

Q: What role do professional valuators play in a
business valuation program?
A: Professional valuators provide expertise and objectivity in conducting
business valuations, ensuring that the assessment adheres to industry
standards and delivers accurate, reliable results.

Q: How do market conditions affect business
valuations?
A: Market conditions can significantly impact business valuations by
influencing comparable company metrics, investor sentiment, and overall
economic factors, either enhancing or diminishing perceived value.

Q: What information is needed for a business
valuation?
A: Key information required for a business valuation includes financial
statements, tax records, market analysis, and data on industry trends,
assets, and liabilities.

Q: Is a business valuation program only for large
companies?
A: No, a business valuation program is beneficial for businesses of all
sizes, including small and medium enterprises, as understanding value is
crucial for growth and strategic decisions.
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  business valuation program: Business Valuation Manfred Jürgen Matschke, Gerrit Brösel,
2021-04-19 And assigns them to the relevant function of business valuation. Breaking down business
valuation into three stages is a major step toward improving the transparency of the process. The
steps introduced in this book are 1. Determination of relevant data acquisition, 2. Transformation of
relevant data in a value, 3. Use of the determined value. A key aspect of this textbook is its analysis
of the valuation process from the perspective of both buyer and seller. Ultimately, the book will
present readers with the key principles of functional business valuation, which if it had been applied
more widely, the authors argue, could have mitigated the severity of at least some recent financial
crises. The book offers students, researchers, and practitioners interested in or involved in valuation
clearly formulated learning goals and selected control questions. The systematic concept outlined
also makes the book very well suited for self-study.
  business valuation program: Understanding Business Valuation Gary R. Trugman,
2018-01-12 This fifth edition simplifies a technical and complex area of practice with real-world
experience and examples. Expert author Gary Trugman's informal, easy-to-read style, covers all the
bases in the various valuation approaches, methods, and techniques. Author note boxes throughout
the publication draw on Trugman's veteran, practical experience to identify critical points in the
content. Suitable for all experience levels, you will find valuable information that will improve and
fine-tune your everyday activities.
  business valuation program: Making the Business Case for EHS Programs ,
  business valuation program: Wiley Guide to Fair Value Under IFRS James P. Catty,
2010-04-09 Your one indispensable guide to all the Fair Value requirements of IFRS Acomplete
guide to the complex valuation requirements of IFRS, this book includes chapters on theoretical and
practical applications, with extensive examples illustrating the required techniques for each
application. Appropriate for anyone involved professionally with finance—managers, accountants,
investors, bankers, instructors, and students—this guide draws on a stellar panel of expert
contributors from fourteen countries who provide international coverage and insight into a diverse
range of topics, including: Fair Value in implementing IFRS Market Approach Income
Approach—Capitalization and Discounting Methods Economic and Industry Conditions Cost of
Capital Financial Statement Analyses Impairment Testing Intellectual Property Rights (patents,
copyrights, trademarks) Projecting Financial Statements Liabilities Customer Relationships
Share-based Payment Plant and Equipment Guide to Fair Value Under IFRS is the first international
valuation book of its kind. Fully compliant with the Certified Valuation Analyst curriculum, it
provides detailed guidance as to how fair value is to be determined and fills numerous gaps in
common understanding of IFRS requirements.
  business valuation program: Business Valuation and Bankruptcy Ian Ratner, Grant T.
Stein, John C. Weitnauer, 2009-11-23 An essential guide to business valuation and bankruptcy
Business Valuation and Bankruptcy helps you-whether you are an accountant dealing with a troubled
company, a lender, an investor, a bankruptcy and restructuring lawyer/financial advisor, or a private
equity player-to focus on solving everyday and case determinative disputes when creditors, lenders,
and debtors have differing views of value. Introducing valuation issues early on in the
restructuring/bankruptcy process so you can plan accordingly, this book offers Many real life case
examples, case descriptions, and tables to demonstrate the applicable sections of the Bankruptcy
Laws A review of the methods, applications, pros and cons of restructuring with the basic tools to
understanding it A description of the life cycle of a troubled company and the various stages of a
restructuring An analysis of the valuation issues that confront practitioners in the real world of
application of the law Business Valuation and Bankruptcy is written in terms that are common to
bankruptcy professionals and is essential, timely reading for players in the bankruptcy and
restructuring environment.
  business valuation program: Fair Value Measurements Mark L. Zyla, 2009-12-04 A hands-on
volume for financial executives with guidance on the fair value measurement process In today's



dynamic and volatile markets, whether buying or selling, what corporate officers need to know is the
worth of an asset today, a task that for many has become complex and at times confusing. Fair Value
Measurements: Practical Guidance and Implementation demystifies this topic, offering you a
nuts-and-bolts guide of the most recent developments in preparing financial statements using fair
value measurements. This straightforward book covers the best practices on measuring fair value in
a business combination and how to subsequently test the value of these assets for impairment.
Filters complicated insider concepts into easy-to-understand information on the valuation specialist's
function Discusses the many new FASB pronouncements involving fair value Instantly familiarizes
you on the ins and outs of fair value financial disclosure Well-written, conversational in tone, and
filled with valuable insights, Fair Value Measurements: Practical Guidance and Implementation lifts
the veil of confusion from the substantial and growing requirements for fair value disclosures.
  business valuation program: The Art of Business Valuation Gregory R. Caruso, 2020-08-20
Starting from the practical viewpoint of, “I would rather be approximately right than perfectly
wrong” this book provides a commonsense comprehensive framework for small business valuation
that offers solutions to common problems faced by valuators and consultants both in performing
valuations and providing ancillary advisory services to business owners, sellers, and buyers. If you
conduct small business valuations, you may be seeking guidance on topics and problems specific to
your work. Focus on What Matters: A Different Way of Valuing a Small Business fills a previous void
in valuation resources. It provides a practical and comprehensive framework for small and very
small business valuation (Companies under $10 million of revenues and often under $5 million of
revenues), with a specialized focus on the topics and problems that confront valuators of these
businesses. Larger businesses typically have at least Reviewed Accrual Accounting statements as a
valuation starting point. However, smaller businesses rarely have properly reviewed and updated
financials. Focus on What Matters looks at the issue of less reliable data, which affects every part of
the business valuation. You’ll find valuation solutions for facing this challenge. As a small business
valuator, you can get direction on working with financial statements of lower quality. You can also
consider answers to key questions as you explore how to value each small business. Is this a small
business or a job? How much research and documentation do you need to comply with standards?
How can you use cash basis statements when businesses have large receivables and poor cutoffs?
Should you use the market method or income method of valuation? Techniques that improve
reliability of the market method multiplier How might you tax affect using the income method with
the advent of the Estate of Jones and Section 199A? Do you have to provide an opinion of value or
will a calculation work? How do you calculate personal goodwill? As a valuation professional how
can you bring value to owners and buyers preparing to enter into a business sale transaction? How
does the SBA loan process work and why is it essential to current small business values? What is the
business brokerage or sale process and how does it work? How do owners increase business value
prior to a business sale? This book examines these and other questions you may encounter in your
valuation process. You’ll also find helpful solutions to common issues that arise when a small
business is valued.
  business valuation program: Financial Services Firms Zabihollah Rezaee, 2011-06-09
Indispensable coverage of new federal regulatory reforms and federal financial issues An essential
guide covering new federal regulatory reforms and federal financial issues Financial Institutions,
Valuations, Mergers and Acquisitions, Third Edition presents a new regulatory framework for
financial institutions in the post-bailout era. Provides valuable guidance to assess risks, measure
performance and conduct valuations processes to create shareholder value Covers the protection of
other stakeholders, including customers, regulators, government, and consumers Offers an
up-to-date understanding of financial institutions, their challenges, and their opportunities in the
post-Sarbanes-Oxley era Over the past decade, substantial changes have taken place in the structure
and range of products and services provided by the financial services industry. Get current coverage
of these changes that have transformed both traditional organizations such as banks, thrifts, and
insurance companies, as well as securities providers, asset management companies and financial



holding companies with the up-to-the-minute coverage found in Financial Institutions, Valuations,
Mergers and Acquisitions, Third Edition.
  business valuation program: Corporate Valuation Ralf Hafner, Veit Wohlgemuth,
2025-03-17 This textbook provides readers with an interesting overview of the field of corporate
valuation in a quick and easy way. For the second edition, the authors have added a new 9th chapter
devoted to valuations and the use of argumentation values in negotiation situations. The book
includes a number of self-test questions with answers. The contents: Introduction / Discounted Cash
Flow Valuation (DCF Valuation) / Comparable Companies Analysis / Precedent Transactions Analysis
/ Further Valuation Methods / From Enterprise Value to Equity Value / The Tension between
Principals, Evaluators, Objectives and Leeway in Corporate Valuations / Value and Price - a Tangent
on Valuation Theory / Argumentation Values in Negotiation / Self-Test Questions - Proposal for
Solutions.
  business valuation program: Fair Value Measurement Mark L. Zyla, 2020-01-02 Get up to
date on the latest FASB, SEC, and AICPA guidelines and best practices Fair Value Measurement
provides hands-on guidance and the latest best practices for measuring fair value in financial
reporting. The Financial Accounting Standards Board (FASB), the U.S. Securities and Exchange
Commission (SEC), and the American Institute of CPAs (AICPA) have all updated their guidelines for
practitioners, and this book details the changes from a practical perspective. This new third edition
includes a discussion on Private Company Council accounting alternatives for business combinations
and impairment testing, with a detailed example of the Market Participant Acquisition Premium
(MPAP), including European and Asian examples and expanded discussion of IFRS. Fair value
measurement guidelines continue to evolve, and this comprehensive reference provides a valuable,
up-to-date resource for preparers, auditors, and valuation specialists. Adopt the best practices for
implementing the FASB's Topic 820 Learn the latest reporting requirements for fair value
measurements Understand accounting alternatives for business combinations Examine the details of
MPAP in Europe and Asia Applying fair value measurements to financial statements requires a move
away from rules-based standards and toward application of professional judgment. This
controversial shift has led to a reliance on valuation specialists, who face their own challenges in
applying Topic 820 amidst an economic downturn and recovery, leading to an ever evolving set of
best practices. Practitioners must stay up to date, and be aware of the changes as they occur. Fair
Value Measurement provides the most recent information and a practical approach to this area of
financial reporting.
  business valuation program: Early Stage Valuation Antonella Puca, 2020-06-23 Addresses
significant developments in the valuation of early stage enterprises at fair value with emphasis on
practical applications—features a broad selection of case studies of early stage valuation Early Stage
Valuation: A Fair Value Perspective provides a comprehensive review of the current methodologies
used to value Early Stage Enterprises (ESEs) at fair value for financial reporting, investment, and
mergers and acquisitions. Author Antonella Puca, Senior Director with Alvarez & Marsal Valuation
Services in New York, provides accurate, up-to-date information on recent guidelines and new
approaches for valuation assessments. This authoritative guide examines how to apply market
analysis, discounted cash flows models, statistical techniques such as option pricing models (OPM)
and Monte Carlo simulation, the venture capital method and non-GAAP metrics to ESE valuation.
The text considers the most recent AICPA, Appraisal Foundation and IPEV guidance, and examines
developments in both academic research and venture capital investor practice. Numerous real-world
case studies illustrate early stage valuation suitable for structuring sound, internally consistent
business transactions. Covering current trends and the latest regulatory guidance in the area, this
book: Provides step-by-step guidance on practical valuation applications Reflects current standards
for ESE valuation, including the AICPA Guide to the Valuation of Portfolio Company Investments, the
IPEV guidelines and guidance from the Appraisal Foundation Covers new approaches to the
valuation of ESEs with option pricing models, Monte Carlo Simulation, calibration and non-GAAP
metrics Offers an overview of start-up valuation Discusses how intangible assets are impacting the



valuation of ESEs The book also includes contributions from Neil Beaton, Andreas Dal Santo,
Alexander Davie, John Jackman and Mark Zyla. Early Stage Valuation: A Fair Value Perspective is an
essential resource for valuation specialists, private equity and venture capital fund managers,
analysts, attorneys, investment bankers, regulators and auditors, and investors with interest in the
private equity and venture capital industry.
  business valuation program: Financial Valuation James R. Hitchner, 2011-02-23 Real world
applications and professional consensus by nationally recognized valuation experts Filled with a
wealth of detail, practice tips, and examples, Financial Valuation: Applications and Models, Third
Edition brings together thirty nationally recognized names in the valuation industry hailing from a
variety of professional specializations-including accounting, business appraisal, and financial
analysis-to provide practitioners with an indispensable reference on various valuation issues.
Assembled by valuation authority James Hitchner, these contributors analyze, explain, and
collaborate on the most effective valuation procedures to share real-world applications in the field of
financial valuations. Written by 30 top experts in business valuations field Provides the valuation
theory, the consensus view on application, and then the tools to apply it An all-encompassing
valuation handbook that presents the application of financial valuation theory for business
appraisers and consultants New chapters on Assessing Risk and Expert Witness Testimony Expands
chapter on Cost of Capital Comprehensive in coverage and authoritative in treatment, James
Hitchner's Financial Valuation, Third Edition provides trusted, complete business valuation
information for CPAs, appraisers, analysts, attorneys, and corporate executives.
  business valuation program: Valuing Specific Assets in Divorce Robert D. Feder,
2000-01-01 This newly updated guide for matrimonial lawyers and accountants is the companion
publication for Feder's Valuation Strategies in Divorce. In individual chapters, detailed information
is provided on how to evaluate specific types of marital assets; the particular accounting and
financial conventions that affect the owner's income from the asset and the value of the asset; and
the rules, regulations and issues peculiar to the particular asset. The reader is also provided with
checklists of documents needed to appraise the asset, sources of industry information, lists of trade
associations and journals, a bibliography, and a case study and report. Part I on closely-held
corporations contains chapters devoted to automobile dealerships, media companies, high-tech
companies, property and casualty insurance companies, construction companies, and small
businesses such as bars, restaurants and gas stations. Part II covers the evaluation of various
professional practices, and Part III discusses the valuation of different types of real estate assets.
Federal civil service pensions, military pensions and the pensions provided by Fortune 500
corporations are examined in Part IV. The methodologies for evaluating personal property, such as
gems, jewelry, and oriental rugs are found in Part V. Besides aiding attorneys and accountants, this
publication will be of great assistance to appraisers, actuaries, and pension experts.
  business valuation program: Financial Institutions, Valuations, Mergers, and
Acquisitions Zabihollah Rezaee, 2004-03-15 THE DEFINITIVE GUIDE TO NAVIGATING TODAY'S
FINANCIAL SERVICES INDUSTRY From one-stop shopping for financial services to major structural
shifts within the industry, rapid changes in information technology, trends toward business
combinations, statutory laws, and global competition have contributed to breaking down the
geographic and product barriers that once separated traditional financial institutions from other
financial entities. This complete authoritative resource is designed for all financial professionals
involved in business valuations, mergers, and acquisitions, and includes: * How operations are
regulated * How organizations are valued and why they merge * Related accounting standards *
Merger and acquisition processes * The Gramm-Leach-Bliley Financial Modernization Act of 1999 *
Target bank analysis and tax requirements . . . and much more. Written by an expert in the field,
Financial Institutions, Valuations, Mergers, and Acquisitions is an essential tool for keeping up with
the increasing and crucial changes in the financial services industry.
  business valuation program: The Economics of Business Valuation Patrick Anderson,
2013-04-10 For decades, the market, asset, and income approaches to business valuation have taken



center stage in the assessment of the firm. This book brings to light an expanded valuation toolkit,
consisting of nine well-defined valuation principles hailing from the fields of economics, finance,
accounting, taxation, and management. It ultimately argues that the value functional approach to
business valuation avoids most of the shortcomings of its competitors, and more correctly matches
the actual motivations and information set held by stakeholders. Much of what we know about
corporate finance and mathematical finance derives from a narrow subset of firms: publicly traded
corporations. The value functional approach can be readily applied to both large firms and
companies that do not issue publicly traded stocks and bonds, cannot borrow without constraints,
and often rely upon entrepreneurs to both finance and manage their operations. With historical side
notes from an international set of sources and real-world exemplars that run throughout the text,
this book is a future-facing resource for scholars in economics and finance, as well as the
academically minded valuation practitioner.
  business valuation program: Valuation of Physician Practices and Clinics Bruce G.
Krider, 1997 One of the major trends in health care is the consolidation of physician practices. To
compete effectively for patients and control costs, physicians are either combining into larger
groups or deciding to sell their practices to hospitals. The Valuation of Physician Practices and
Clinics provides buyers with a basic how to approach to the valuation of physician practices and
outlines how sellers can get the most for their money.
  business valuation program: Financial Valuation Workbook James R. Hitchner, Michael J.
Mard, 2003-04-07 Exploring valuation theory, the consensus view on application, and the tools to
apply it Financial Valuation workbook shows the appropriate way to prepare and present business
valuations with a strong emphasis on applications and models. A wealth of examples, checklists, and
models helps the reader understand the material and design real valuation projects-a must-have
reference for all valuation professionals. A special section includes hundreds of short, concise
valuation tips for quick guidance, and the author also includes a set of best practices designed by
top professionals. Wiley Finance series and its wide array of bestselling books for the knowledge,
insights, and techniques that are essential to success in financial markets. As the pace of change in
financial markets and instruments quickens, Wiley Finance continues to respond. With critically
acclaimed books by leading thinkers on value investing, risk management, asset allocation, and
many other critical subjects, the Wiley Finance series provides the financial community with
information they want. Written to provide professionals and individuals with the most current
thinking from the best minds in the industry, it is no wonder that the Wiley Finance series is the first
and last stop for financial professionals looking to increase their financial expertise. James R.
Hitchner, CPA, ABV, ASA (Atlanta, GA), is with Phillips Hitchner and the Financial Consulting Group.
He has coauthored over ten books, taught over 100 courses, and published over twenty-five articles
in the valuation field. He is also an inductee in the AICPA Business Valuation Hall of Fame. Financial
Valuation: Applications and Models. Michael J. Mard, CPA/ABV, ASA is a managing director of The
Financial Valuation Group (FVG) in Tampa, Florida.
  business valuation program: Understanding Business Valuation Workbook Gary R.
Trugman, 2018-09-05 This is the workbook to be used in conjunction with Understanding Business
Valuation, Fifth Edition, covering various valuation approaches, methods, and techniques. This fifth
edition simplifies a technical and complex area of practice with real-world experience and examples.
  business valuation program: The Value of Nothing Julian Roche, 2005 * Detailed,
easy-to-understand explanations and evaluations of every method* Pulls no punches on strengths
and weaknesses of each* Every method is related to the real world* Shows in detail how to use each
method without shirking on the theoryManagers, consultants, and students will learn how to master
advanced business valuation--understanding ......
  business valuation program: The Small Business Valuation Book Lawrence W Tuller,
2008-08-17 How much a small business is worth can be difficult to determine, but when a business is
about to change hands, a fair and objective valuation is crucial to the sale. This book is an invaluable
resource for business owners or buyers looking for accurate small business appraisals. This



completely revised and updated book outlines the major valuation methods, including discounted
cash flow, excess earnings, asset value, and income capitalization. This edition includes completely
new material on the following topics: exploring the 8 myths of business valuations; using the
Internet for research; and advice on startups and first generation service businesses. With this book,
appraising a business has never been easier—or more accurate!
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