Excess cash has no value

@ Cash / Investments

o

What is needed for operations?
% of sales? 1% or 2% is ok

Add bad debt allowance

. ° Accounts receivable

O

Add LIFO reserve if any ~ _° Inventory

\Y

No adjustment . ° Prepaid expenses

\Y

Discount to PV . ° Deferred tax

19

/& Could be materially higher or lower than book . Current replacement cost

19

. What is the difference between Gross & Net? \ £ Fixed Asset
J

Pay attention to depreciation

# Industry Not Viable

X Financial Stress / Bankruptcy

Cash / Market Securities @ 100% of FV

Accounts Rec @ 85% of BV

High Specialization; High Discount

Inventory

2 Adjust Assets Commodity @ cost or FV

@ Liquidation Valu
L8
-~

Highly Specialized Machinery etc; High Discount
- Adjust Assets

& Might need specialised industry knowledge /

Customer relationships

Licenses

& Goodwill / Intangibles

Employees

How many years worth of current spend does the competitor need to do? ~ Marketing/ Distribution/ R&D

—O

Normal level of debt

@ Adjust Liabilities
Normal level of current liabilities

Fixed Assets / Land; Office; Real Estate @ FV
\_ @ Goodwill @ zero

Reproduction Value

Debt at MV or BV

Pension; Gratuity etc

Any off balance sheet liabilities?
A
\\ Bank guarantees etc

% NO s
1
Sea?

¥ YES

@ Is it worth replicatin

-
LT
-~
~
~

No competitive advantage to incumbent

~§
How much will it co“s‘t a competitor to replica;iﬂ.
___.—? ',' No entry barriers



