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Sources: 
 
Private equity valuation, PEI by Duff & Phelps, 2014 

 
 International Private Equity and Venture Capital Valuation guidelines, IPEV, 2015 

 
Valuation techniques for private equity, Ernst & Young, 2014 

 
 Fair value measurements, PwC, 2015 

 
Valuation Multiples: A Primer 2001,UBS Warburg, 2001 

 
Business Valuation 101, Theresa Shonat 

 
 Fair Value, Who cares and why they should, Larsen, Nebb,2011 
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«Fair value reporting for the VC industry is meaningless; LP don’t need 
it; GP don’t want it, regulators do not understand it»  

Source: Fair Value, Who cares and why they should, Larsen, Nebb,2011 

Stigma associated with fair Value is 
often a lack of understanding  
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With liquid securities fair value concept is 
straightforward: market price times the number of 
shares (FASB ASC 820-10-35-44) 

 
When considering illiquid investments, fair value is a 

more qualitative and ambiguous concept 

FAIR VALUE: AN INTRODUCTION 
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“The investment is carried on the balance sheet at its fair market value as determined by the 
Manager in accordance with the Limited Partnership Agreement and by applying the 
International Private Equity and Venture (IPEV) Capital Valuation Guidelines. “ 
 

FAIR VALUE: AN INTRODUCTION 

I. IPEV board confirms Fair value as the best measure of valuing PE portfolio companies and investments in PE funds 

 

II. Fair value  provides a framework for arriving at a Fair Value for private equity and venture capital Investments 

which is consistent with these accounting principles.  

I. “the requirements and implications of the International Financial Reporting Standards (IFRSs) and US GAAP have been 

considered in the preparation of these Guidelines” (IPEV 2015) 

 

III. In case of conflict between the IPEV guidelines with any applicable laws, regulations or accounting standard or 

GAAP,  the latter has precedence 

 

IV. Financial reporting does not require to follow these guidelines but it becomes a soft law 
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FAIR VALUE: AN INTRODUCTION 



I. The measurement of Fair Value under US GAAP and IFRS is dictated by  

I. Accounting Standards Codification (ASC) Topic 820, Fair Value Measurement as issued by the Financial Accounting 

Standards Board (FASB),  

II. IFRS 13, Fair Value Measurement as issued by the International Accounting Standards Board (IASB). 

III. Significant accounting standards affected by the fair value standards include the following: 
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FAIR VALUE: AN INTRODUCTION 

Source: Fair Value measurements, PwC 
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FAIR VALUE: AN INTRODUCTION 

Private equity is by definition characterized by confidential and non public 
information.. 
 
 

….Nonetheless , LPs  need timely, periodic, robust estimated NAV supported 
by a rigorous measurement of the fair value of the underlying investments 

Troubling feature between LPs and GPs: inability from both sides to understand 
the need of the other 
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Cost is arbitrary 

• While easier to understand 
and not subject to 
manipulation, it would 
provide non comparable data. 

• Cost is an arbitrary measure 
that originates at largely 
different point in time 

Manager selection 

• Investors must decide at 
which manager will be 
allocated capital before the 
previous fund is fully realised 

• It provides additional data 
metrics on which evaluate the 
performance of the manager 

• It is not enough but is a key 
data in making an investment 
decision 

Reporting and assessing 
interim performances 

• Fair value is the basis LPs 
need to report performance 
to their investors, 
beneficiaries and boards 

 
• Because investments in PE 

tend to be long term, it can be 
difficult to assess interim 
performances (incentive –
based compensation). To do it 
, some comparable basis is 

necessary 
 

 

WHY LPs NEED FAIR VALUE 
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Asset allocation 

• Best basis for “apple to apple” 
asset allocation decisions 

Exercising fiduciary 
duty 

• Limited partners need 
consistent, transparent 
information to exercise their 
fiduciary duty. Fair value 
provides such information on 
a comparable basis for 
monitoring interim 
performance 

Financial statement 
requirement 

• Prepare financial statements 
consistent with applicable 
accounting standards 
 
 

WHY LPs NEED FAIR VALUE 



Fair Value…the main concepts  
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FAIR VALUE: MAIN CONCEPTS 



Distinction between 
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FAIR VALUE: MAIN CONCEPTS 

Valuation technique  
Method or technique for deriving a 

valuation 

Input  
Data used in the valuation technique 

 
 Inputs are classified as Level 1,2,3 (ASC 820) 

 
  The Level 1,2,3 criteria does not provide 

information on the quality of an asset but 
only about the observability 
 

Basis of valuation (Fair 
Value)  

Defines what the carrying amount 
represents 



Input  
Data used in the valuation 
technique 

 
Inputs are classified as Level 

1,2,3 (ASC 820) 
 
 The Level 1,2,3 criteria does 

not provide information on the 
quality of an asset but only 
about the observability 
 

Distinction between 
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FAIR VALUE: MAIN CONCEPTS 



1. What is to be valued? 
• Consistently measured with the level of aggregation (Unit of account) at which an asset or a liability is recognized in the financial 

statement 

• In PE it is generally appropriate to use the value of an entire enterprise (business) as a starting point regardless of the 

accounting unit of account 

• PE investors often invest in-concert with one another and realize value only when the entire enterprise is sold. 

2. Who? 
• An hypothetical transaction considered from the perspective of a market participant that must be: 

• Independent of reporting entity 

• Willing to transact (motivated and not forced) 

• Knowledgeable (including information that may be obtained through standard due diligence) 

• A market participant view is the main foundation of fair value measurement 

• The holder of the asset must first determine the most advantageous market , or in extreme cases even the most advantageous 

hypothetical one (which by far does not mean unsupportable) 
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Fair value provide guidance to determine… 
FAIR VALUE: MAIN CONCEPTS 



 

3. Liquidity (Discount Lack Of Marketability) and Calibration 

 
• DLOM…the asset (no matter how illiquid) is presumed to be sold on the measurement date. An additional discount for the 

extra time to effect the transaction is not appropriate and NOT US GAAP/IFRS compliant 

 

• In addition to liquidity, an important component is the calibration  

• Ensuring the valuation reflects current market conditions and determines if any adjustment to the valuation technique is 

required. (i.e. control, relative performance) 

 

• Calibration may be based on two types of elements: 

• Investment-specific elements (relative liquidity, changes in the quality of management) 

• Market based elements (i.e. change in market multiples, interest rates,  legal/regulatory environment, etc.) 
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Fair value provide guidance to determine… 
FAIR VALUE: MAIN CONCEPTS 



Compliance 

Environmental, 
social and 
corporate 

governance 
criteria 

Exclusively  an economic approach 

18 

FAIR VALUE: MAIN CONCEPTS 
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Tools and 
methodologies to 
calculate the fair value  
 



20 Extract from «Fair value measurement 2015», PWC 

STEP 2: The reporting entity must asses the 

valuation premise based on the nature of the 

asset or liability being measured 

STEP 3:  

Is there a principal market for asset or liability? 

(i.e. greatest volume and level of activity) 

 

What is the most advantageous observable 

market? 

TOOLS AND METHODOLOGIES TO CALCULATE THE FAIR VALUE 



“The key criterion in selecting a valuation technique is that it should be appropriate in light of the nature, facts and circumstances of the Investment 
and in the expected view of Market Participants”.  IPEV 
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ASC 820-10-55-3A and IFRS 13.B5 
  
The market approach uses prices 
and other relevant information 
generated by market transactions 
involving identical or comparable 
(that is, similar) assets, liabilities, 
or a group of assets and liabilities, 
such as a business 
 
 

ASC 820-10-55-3F and IFRS 13.B10 
 
The income approach converts 
future amounts (for example cash 
flows or income and expenses) to 
a single current (that is 
discounted) amount.  
 
When the income approach is 
used, the fair value measurement 
reflects current market 
expectations about those future 
amounts. 
 

ASC 820-10-55-3D and IFRS 13.B8 
 
The cost approach reflects the 
amount that would be required 
currently to replace the service 
capacity of an asset (often 
referred to as current 
replacement cost). 

TOOLS AND METHODOLOGIES TO CALCULATE THE FAIR VALUE 

MARKET APPROACH INCOME APPROACH COST APPROACH 

FAIR VALUE 



 
 

 
 

 

Market 
approach 

Income 
approach 

Cost 
approach 

“The key criterion in selecting a valuation technique is that it should be appropriate in light of the nature, facts and circumstances of the Investment 
and in the expected view of Market Participants”.  IPEV 
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ASC 820-10-55-3A and IFRS 13.B5 
  
The market approach uses prices 
and other relevant information 
generated by market transactions 
involving identical or comparable 
(that is, similar) assets, liabilities, 
or a group of assets and liabilities, 
such as a business 
 
 

ASC 820-10-55-3F and IFRS 13.B10 
 
The income approach converts 
future amounts (for example cash 
flows or income and expenses) to 
a single current (that is 
discounted) amount.  
 
When the income approach is 
used, the fair value measurement 
reflects current market 
expectations about those future 
amounts. 
 

ASC 820-10-55-3D and IFRS 13.B8 
 
The cost approach reflects the 
amount that would be required 
currently to replace the service 
capacity of an asset (often 
referred to as current 
replacement cost). 
 
It is based upon the principal of 
substitution, which states that no 
prudent investor would pay more 
for a company  (or asset) than the 
amount to re-create or buy it. 
 

TOOLS AND METHODOLOGIES TO CALCULATE THE FAIR VALUE 



 
 

 
 

 

“Mark-to-market” 

Market 
approach 

Income 
approach 

“Mark-to-Model” 

Cost 
approach 

“Mark-to-cost” 
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 Replacement cost 
method 

 Reproduction cost 
method 

 Market pricing based n 
recent transactions 

 Multiples 

Relief from royalty method 

Price premium method 

Multi-period excess earnings 
method (MEEM) 

Incremental cash flow method 

Contingent claims/real option 
models 

 Industry valuation 
benchmark 

 Available market prices 

TOOLS AND METHODOLOGIES TO CALCULATE THE FAIR VALUE 



Price of recent Investment 

 

 
• Seed 
• Start up 
• Early stage 
• No current and no short term future earnings or positive cash flows 

 

 
Benchmark / Milestones • No relevant or comparable companies 

 

Multiples 

 

• Established business 
• Identifiable stream and earnings 
• Maintainable situation 
• Positive earnings 
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Method vs company’s stage 

MARKET APPROACH 



Source: UBS Warburg. "Valuation Multiples: A Primer 2001". 
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Equity value main 
multiples 

Merits Limits 

P/E ratio (Share price/EPS) 

• Most commonly used 
for  equity value 

• High number of data 
available 

• No use possible if 
negative earnings 

• Might be difference 
between EPS 
calculation 

Price/book ratio (share 
price / book value per 
share) 

• Useful for assets core 
driver and capital 
incentive companies  

• Relevant for financial 
companies as banks 

• Use of historical cost 
and so, not 
economical value 

• Impacted by 
accounting policies 

Dividend yield (dividend 
per share/share price) 

• Comparing cash return 
with investments type 

 

• Depends of company’s 
distribution policy 

• Difference in taxation 
• Assumes sustainable 

dividend policy 

Enterprise value main 
multiples 

Merits Limits 

• EV/sales (enterprise 
value/net sales) 

• No susceptible to 
accounting differences 

• Applicable to highly 
cyclical and negative 
earnings 

• Gross measure as sale 
is not a relevant value 
driver 

• EV/EBITDA 

• EBITDA as a proxy for 
FCF 

• Most used multiple 
with high level of data  

• No depreciation policy 
effect 

• Capital expenditure and 
depreciation variations 
are not taken into 
account 

• Creation through tax 
management is ignored 

• EV/ invested capital 

• Can be useful with 
assets as an earning 
core driver 

• Impact of accounting 
policies 

• Historical cost, no 
economic value 

MARKET APPROACH 

http://www.scribd.com/doc/79983013/UBS-Valuation-Multiples-Primer
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Strengths 
 

• Objective (moves with changes in 
active markets) 
 

• Market efficiency ensures that the 
trading value of comparable 
companies is a good indicator of 
value for the subject company being 
evaluated (assuming the comparable 
are chosen wisely) 

Weaknesses 
 

• Possible lack of comparable peers 
 

• Illiquid comparable stocks may not 
reflect the fundamental value of that 
company 
 

• Depending on market conditions, 
transactions may become dated 
quickly 
 

•  May need a subjective assessment of 
whether a transaction represents fair 
value 

MARKET APPROACH 



CASH FLOW CALCULATION 
 

Net income 
+ non cash expenses ( depreciation 

and amortization) 
- Increase in inventories 

+ increase in accounts payable 
- Increase in accrued interest 

receivable 
+ increase in accrued interest payable 

= Net cash flows 

Discount rate determination (WACC) 
 

Ke : cost of equity 
Kd : cost of debt 
T corporate taxes 

Ve : value of equity 
Vd : value of debt 

Can be simplified for startup as CAPM  
𝐾𝐾𝐾𝐾 ∶ 𝑅𝑅𝑅𝑅 + 𝛽𝛽 × 𝑅𝑅𝑅𝑅 − 𝑅𝑅𝑅𝑅  

∑ 𝑪𝑪𝑪𝑪𝑪𝑪
(𝟏𝟏+(𝒓𝒓−𝒈𝒈))𝑪𝑪

𝑪𝑪=𝒏𝒏
𝑪𝑪=𝟏𝟏  + terminal value Company 

value 

• Business going through changing business. 
• Rescue financing, turnaround, strategic 

repositioning .. 

Adapted to.. 
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INCOME APPROACH 

Build from subjective approach : 

cash flow projection are build from 

a personal forecast vision  

Common scale of discount rates 

- 10% for public companies 

- 15% for private companies that are 

scaling predictably 

- 20% for private companies that 

have not reached predictable growth 

Major impact of terminal value 

representing notable proportion 

of global valuation. 

(CFn / discount rate) 

DCF method usually currently 

leads to over-evaluate society, 

especially technological and 

biotechnology firms 



Strengths 
 

 Company specific 

 

 More reliable when there is no good comparable 

companies or comparable transactions 

 

 More reliable for early stage companies where 

performance are materially divergent from that 

of mature, listed comparable companies 

 

 

Weaknesses 
 

 Subjective : numerous factors based on 

the analyst judgement 

 

 Reliability of cash flow forecasts 

importance 

 

 Need to estimate the terminal value at 

relevant discount rate 
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INCOME APPROACH 



Strengths 
 

 Good for capital 

intensive assets 

 

 Helps set priorities 

when resources are 

limited 

Weaknesses 
 

 Does not reflect going-

concern value 

 

 Does not reflect what 

most market participants 

would ascertain the 

price to be paid 

 

• Business whose value derives mainly from its assets rather than earnings 

• Business which is not making adequate return on assets 

• Greater value can be realized by liquidating assets 
Net Asset value 

2 approaches  

•  Entity’s assets minus the value of its liabilities. 

Comparable to book value or equity value 

Or 

• Net realisable value of assets – liabilities : More 

useful for investors and sellers, it represents what 

should be left to shareholders if business is sold, 

which is more reality related to book value. 

Usually higher than NAV, this value could include 

non tangible assets as goodwill or brand name 

etc. 
 

Adapted to … 
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COST APPROACH 



30 

• Every estimate of value calls for a thorough application of judgement and a sound 
understanding of applicable facts and circumstances 

Nuances… 
 
a) Actively traded securities 
b) Book value versus fair value of debt instruments – for the purpose of valuing equity 
c) Control vs non-control 
d) Control equity (not active traded) 
e) Control equity with debt(not active traded) 
f) Non-control equity 
g) Non-control equity with debt  
h) Actively traded debt 
i) Non-Traded debt 
j) Options, warrants 
k) Structured products 

 
 

NUANCES : SPECIFIC CASES 
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What is a LP to do 
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WHAT IS A LP TO DO 
 LP has a lot of reasons to need and use a fair value derived NAV 

 
 Valuing its interest in the underlying fund at periodic interval 

 
  Making sure the reported NAV is reported using a thorough process: 

 
 Conducting thorough pre-investment DD and on-going monitoring procedures 

 
 Assessing the fund’s fair value estimation process and monitoring any changes 

 
 Reviewing the fund’s policies and procedures for estimating fair value (i.e. use of independent third 

party valuation) 
 

 In the end, the LP should be able to conclude that the GP has reported a NAV from a robust estimate of the 
fair value of underlying investments 
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WHAT IS A LP TO DO 
 Demonstrating to LPs that the GP is compliant with fair value measurement principles: 

 
 Governance structure 

 
 Well documented valuation policy 

 
 Clearly defined roles and responsibility (independent personnel) 

 
 The valuation policy should cover: 

 
 Valuation methodologies for various types of investments and different stage 

 
 Sources of data 

 
 Details about assumptions 

 
 Procedures to support valuations (models and templates) 

 
 Revision of methodology (periodically) 
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WHAT IS A LP TO DO 
 The GP should be able to answer these questions in a consistent manner: 

 
 What other recent transactions has the fund been involved with (or know the details of) that support 

the current fair value of an investment? 
 

 Are there similar deals that provide an indication of the fair value of the subject investment? 
 

 Does the fair value indication represent a price [as of the valuation date] that you would be willing to 
invest in the same portfolio company (with the same existing terms)? 
 

   How correlated is the investment to public market data? 
 
Have the current market and economic conditions affected the underlying opportunities, risks or 
probability of success of the portfolio company? 

Source: Fair Value, Who cares and why they should, Larsen, Nebb,2011 

 

CONSIDER THESE QUESTIONS AND DOCUMENTING THE ANSWERS IS A GOOD START AT A WELL 
DOCUMENTED PROCESS FOR ESTIMATING THE FAIR VALUE OF INVESTMENTS 



Q&A 
35 



APPENDIX 
36 



Nuances : specific cases 

Does fair value approach and calculation apply for every situation ? 
Which nuances have to be done ? 
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• Every estimate of value calls for a thorough application of judgement and a sound 
understanding of applicable facts and circumstances 

Nuances… 
 
a) Actively traded securities 
b) Book value versus fair value of debt instruments – for the purpose of valuing equity 
c) Control vs non-control 
d) Control equity (not active traded) 
e) Control equity with debt(not active traded) 
f) Non-control equity 
g) Non-control equity with debt  
h) Actively traded debt 
i) Non-Traded debt 
j) Options, warrants 
k) Structured products 

 
 

NUANCES : SPECIFIC CASES 
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NON TRADED DEBT 

Private loans, like PE investments, can be valued applying a combination of 
the income and market approaches 

A.  IF MVIC1 shows adequate asset coverage for a private loan and the loan is performing 
then the INCOME APPROACH is the most appropriate 

 
 
Need understanding of T&C of the loan  

 
 

Discounting cash flows of the loan at the current market yield               for a similar security 
 

 
1 Market Value Of Invested Capital is defined as the sum of the enterprise value and non operating assets (cash and marketable 
securities) 
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NON TRADED DEBT 

  
B. To determine the current yield on a private loan, the market approach is 

generally used.  
 
 Impossible direct observation 

 
 A proxy must be considered ..syndicated loan market, or public bond market 

 
 Taking into consideration other factors as such as credit quality, loan terms, 

covenants, collateralization, industry, maturity, etc. 
 

C.  IF MVIC does not show adequate asset coverage for a private loan and the loan is no 
longer performing then other analysis are required (waterfall and/or net recovery/liquidation) 

 
 



Specific cases to “put into the equation”… 

Private debt valuation 
 

• Same principle as income  approach : estimating the bond DCF for 
investors 

• Risk premium adjusted to leverage level 

 

�
𝑬𝑬 𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄 𝑪𝑪𝒇𝒇𝒇𝒇𝒇𝒇 𝑪𝑪

(𝟏𝟏 + 𝒓𝒓𝒓𝒓𝒓𝒓𝒓𝒓𝑪𝑪)𝑪𝑪  

• With 𝑬𝑬 𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄 𝑪𝑪𝒇𝒇𝒇𝒇𝒇𝒇 = 𝒓𝒓𝒆𝒆𝒆𝒆𝒓𝒓𝒄𝒄𝑪𝑪𝒓𝒓𝒓𝒓 𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄 𝑪𝑪𝒇𝒇𝒇𝒇𝒇𝒇 𝒊𝒊𝒏𝒏 𝒚𝒚𝒓𝒓𝒄𝒄𝒓𝒓 𝑪𝑪 

• 𝑬𝑬 𝒄𝒄𝒄𝒄𝒄𝒄𝒄𝒄 𝑪𝑪𝒇𝒇𝒇𝒇𝒇𝒇 =  𝝅𝝅 𝟏𝟏 + 𝑪𝑪 𝑭𝑭 + (𝟏𝟏 − 𝝅𝝅) λ F 

 
 𝝅𝝅 = Probability of no default 
λ = Recovery rate in case of default 
𝑪𝑪 = Annual coupon rate of the bond 
𝑭𝑭 = Face value of the bond 
𝒓𝒓𝒓𝒓𝒓𝒓𝒓𝒓𝑪𝑪 = Yield to maturity 

Distress situation valuation 
• Potential loss of all cashflows beyond that point 
• Drives to discounted price  
• Differs from traditional valuation which is too 

optimistic for these situations : 
 

• Not built on the assumption of a going concern 
with no threats 
 

• No relevance of terminal value which represent 
the supposed infinite life of cash flows 
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NON TRADED DEBT 



Numerical examples 

42 



Instance of fair value calculation with DCF 
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M euros N-3 N-2 N-1 N

Activity A 500 530 567 618
Growth 5% 6% 7% 9%
Activity B 300 300 300 300
Growth -3% 0% 0% 0%
Activity C 200 204 210 216
Growth 1% 2% 3% 3%

Historical datas

• Consumer services activity, objective to 
restructure and improve performance. 

• GP will merge activity B and C to improve 
efficiency and service supply, more adapted 
to market demand. 

• EBITDA margin is 20% and is expected to 
reach 30% by 5 years thinking of operational 
changes. 

• Dotation represent 15% of CA  
• Increase of investment from 15% to 20% 
• Decrease of Working Capital from 15% to 

10% of CA thinking of operational changes 
and saving from merging B and C. 

 

Base case 
Company X 
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M euros N-3 N-2 N-1 N N+1 N+2 N+3 N+4 N+5

Activity A 500 530 567 618 668 728 800 888 986
Growth 5% 6% 7% 9% 8% 9% 10% 11% 11%
Activity B 300 300 300 300 285 279 279 282 296
Growth -3% 0% 0% 0% -5% -2% 0% 1% 5%

Activity C 200 204 210 216 223 234 250 270 295
Growth 1% 2% 3% 3% 3% 5% 7% 8% 9%

Activity BC 511 516 537 574 626
Growth -1% 1% 4% 7% 9%
Turnover 1,000 1,034 1,077 1,134 1,178 1,244 1,337 1,463 1,612
Growth 3.4% 4.2% 5.3% 3.9% 5.5% 7.5% 9.4% 10.2%
EBITDA 200 207 215 227 236 274 348 424 484
Margin 20% 20% 20% 20% 20% 22% 26% 29% 30%
Dotation -150 -155 -162 -170 -177 -187 -201 -219 -242
% of CA 15% 15% 15% 15% 15% 15% 15% 15% 15%
EBIT 50 52 54 57 59 87 147 205 242
Margin 5% 5% 5% 5% 5% 7% 11% 14% 15%

Dotation 150 155 162 170 177 187 201 219 242
Taxes -9 -9 -10 -10 -11 -16 -27 -37 -44
Investment 100 103 108 113 236 249 267 293 322

10% 10% 10% 10% 20% 20% 20% 20% 20%
Working capital 200.0 206.8 215.4 226.8 176.8 186.5 133.7 146.3 161.2
Working capital % CA 20% 20% 20% 20% 15% 15% 10% 10% 10%
Working capital variation 7 9 11 -50 10 -53 13 15

Free cash flow 91 87 89 92 39 -1 106 82 102
Actualized FCF 84 75 71 67 27 -1 62 44 51

ForecastHistorical datas

Cash Flow calculation

Sum of FCF 480

Supposed infinite growth  4%
Terminal value 2,550

Sum of FCF + TV 3,030
Net debt 150

Enterprise value 2,880

Terminal value = FCF N+5 / (WACC-Growth rate) 

EV/EBITDA :  x6 EBITDA 
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Instance of fair value calculation with multiples 

Step 1 
 
Selected the appropriate peer group 
 
Filters  
Operational : Industry, product, markets, 
customers, cyclicality 
Financial : Size, Margins, leverage, 
shareholder base 

Step 2  
Choose the right multiple adapted to company profile or 

sector/industry  
 
 Step 3  
Make an average of multiple, determine value 

Range : 1,770 - 2,438 

Minus net debt : enterprise value range = 1,550 to 2,238 



• Instance of calculation with classic NAV and 

realisable values 

Company S 
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Instance of fair value calculation with Cost approach 
Book value Adjustments Net realisable values

Non current assets 1000 500 1500
Current assets
Inventory 500 -100 400
Receivable 300 -50 250
Cash 400 400
TOTAL 2200 350 2550

Share capital 400 400
Reserves 900 250 1150
Bonds 400 400
Current liabilities 500 100 600
TOTAL 2200 2550

Adjustments in value : 
- 700 above for buildings and lands  
- 200 less for machinery 
- 100 less for inventory 
- 50 less for receivable 
- 100 more for closure cost in liabilities 

The minimum accepted from Shareholders 
for this business is 1550 ( amount of share 
capital + reserves after valuation) 
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