
 



The following hypothetical business valuation report was prepared by The Nautilus Group® and New York Life Insurance 

Company.  It is based on information provided by the client and is for educational purposes only.  The purpose of this report is 

to give the client an understanding of how valuation methodology could be used to derive an estimate of value.  We performed 

a review of Sample Client (the “Company”) based on various industry data sources, including the Business Reference Guide 

and Capital IQ.  This memo summarizes a high-level valuation analysis of the Company as of December 31, 2019.  It should be 

noted that a more detailed valuation might provide different results. 

Sample Client was founded by John Smith in 1975.  The Company manufactures hardware and sells its product to retail 

stores, including Home Depot and Lowe’s Home Improvement.  The Company does business throughout the United States 

and is headquartered in Main Street, USA.  Over the past five years the Company has experienced revenue growth at an 

average rate of 6% and the net income has increased from $1,000,000 to $2,500,000. 

The Company has been producing positive earnings from 2011 through 2019.  Given the positive cash flow of the Company, it 

was deemed appropriate to analyze the value of the Company using an income approach to valuation.  Below is a sensitivity 

table showing a range of discount rates for the Company as well as the corresponding calculated value of the Company.  

13.0% $10,000,000 
14.0% $10,500,000 
15.0% $11,000,000 

Based upon the income approach to valuation illustrated in the sensitivity table above, the value of the Company would likely 

be between $10,000,000 and $11,000,000. 

In the instant case, a set of public company comparables was analyzed to help determine a reasonable value of the Company.  

Below is a brief discussion of the key metrics analyzed and the selected multiple based on the Company’s financial health and a 

comparison to the comparable companies. 

The revenue multiple for comparable companies ranged from 0.3x to 0.6x. Based on a comparison of the Company’s recent 

performance to that of comparable companies and the risks associated with the Company, a reasonable revenue multiple 

would likely be near the mid-point of the range previously stated. Therefore, an appropriate revenue multiple was determined 

to be 0.45x. Accordingly, a reasonable overall value of the Company when applying a 0.45x revenue multiple was determined 

to be approximately $12,000,000. 

The earnings before interest, taxes, depreciation, and amortization (EBITDA) multiple for comparable companies ranged from 

3.0x to 6.0x. Based on a comparison of the Company’s recent performance to that of comparable companies and the risks 

associated with the Company, a reasonable EBITDA multiple would likely be within the range previously stated. Therefore, an 

appropriate EBITDA multiple was determined to be 4.5x. Accordingly, a reasonable overall value of the Company when 

applying a 4.5x EBITDA multiple was determined to be approximately $10,750,000. 



The hardware manufacturing industry is an ideal industry to refer to the Business Reference Guide for a “rule of thumb” 

valuation. In this case, the book states that companies in this industry generally sell between 4.5 and 6.0 times EBITDA. Using 

this metric to calculate the value of the Company leads to a valuation between $10,750,000 and $12,000,000. Therefore, it 

was determined that the income and market approaches produced a reasonable value. 

Based upon the analysis of the income and market approaches, a reasonable value of Sample Client as of December 31, 2019, 

would be between $10,000,000 and $12,000,000. 

We have prepared a business valuation estimate for Sample Client.  The purpose is to provide an understanding of how 

valuation methodology could be used to derive an estimate of value. 

Our report is based on historical financial statements provided to us by management and the scope of our analysis is limited.  

Business value is based on prospective cash flow, which is not necessarily related to historical cash flow, and estimates 

provided in this analysis could differ materially from a value predicated on prospective earnings. 

We have not audited or reviewed the Company’s financial statements.  Accordingly, we accept no responsibility for the 

underlying data in this report.  Users of this report should be aware that facts, circumstances and results relating to this report 

have not been verified.  The actual results achieved during the projection period may and probably will vary from the 

projections used in this valuation, and the variations may be material.  No reliance should be given to the estimates in this 

report. 

The Company is valued as though the Company is owned and operated as described in the report, under responsible and 

competent management. 

Public information and industry and statistical information that were used in this report were obtained from sources that are 

believed to be reliable and accurate.  We make no representation as to the accuracy or completeness of such information and 

have not conducted any procedures to substantiate the information. 

We have no financial interest or contemplated financial interest in the property that is the subject of this report.  We have no 

responsibility to update this report for events and circumstances occurring subsequent to the date of this report. 

This report has been prepared for the specific purpose of providing an estimate of value for Sample Client.  An estimate of 

value is not a conclusion of value and such differences may be material.  This report is for the use of the owners and is not to 

be used or relied upon by any other person.  This report is not to be used for any income tax filing, contractual negotiations, or 

any purpose other than to educate the intended recipient(s) about the valuation process. 



This material reflects an understanding of generally applicable rules and is for informational purposes only. New York Life I nsurance Company, its agents or 
employees may not give legal, tax or accounting advice. This tax-related discussion was prepared to assist in the promotion or marketing of the 
transactions or matters addressed in this material. It is not intended (and cannot be used by any taxpayer) for the purpose o f avoiding any IRS penalties that 
may be imposed upon the taxpayer. The Nautilus Group® is a Service of New York Life Insurance Company.  SMRU 1692912 (Exp. 7.24.2022) 

The Nautilus Group is an exclusive resource accessible to Member Agents working with affluent, high net worth and business 

owner clients.  Nautilus provides a range of consultative services and technical case design to support its Member Agents in 

presenting estate, business, charitable, insurance and retirement strategies to their clients and their clients’ advisors in these 

key areas:  

• Family Protection 

• Executive Benefits 

• Estate and Legacy Planning

• Philanthropy 

• Business Succession and Exit Planning 

The Nautilus Group®, located in Dallas, TX, is staffed by a team of professionals experienced in law, taxation, accounting, 

business, insurance, finance and philanthropic planning, including: 

CEO Brooke Zrno Grisham, ChFC®, CLU®, AEP® 

Robert J. Ahearn, JD, LL.M., CLU®, ChFC®, CFP®, 
CRPC® 

Joon Cho, JD 

Heather Davis, JD, CLU®, ChFC® 

Karen Fishell, CLU® 

Scott Garrison, JD 

Kristin Guidry, JD 

Michelle M. Kenyon, JD, CPA, CLU® 

Brian Lamborne, JD, LL.M., CFP® 

Ariel A. Marin, JD, LL.M., CFP®, CLU® 

(Robert) Matt Pate, JD, LL.M. 

Kathryn Rodgers, JD, LL.M. 

Eva Stark, JD, LL.M 

Reed Snyder, Jr., JD 

David Toups, JD, MBA, CFA®, CFP®, CTF 

Selected Member Agents of The Nautilus Group are also affiliated as financial advisers with Eagle Strategies LLC, a Registered 

Investment Adviser.  Although Nautilus does not provide financial planning or investment advice, Nautilus Member Agents 

who are Investment Adviser Representatives with Eagle may give investment advice and provide financial planning services.  

To learn more about The Nautilus Group®, visit www.thenautilusgroup.com. 
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