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1.0 OPINION OF VALUE 
This opinion of value is being presented as described per the valuation assignment on pages five and six 
of this report. The client is Wendy Jackson, the intended user of this report. This report is to be only used 
by the stated user for the purposes listed in the valuation assignment. 

 Using the traditional approaches to valuation combined with startup valuation approaches, we have 
estimated the Fair Market Value Range for 100% of Sample Inc. is between $7,000,000 and $10,000,000 
with an approximate Fair Market Value of $8,200,000 enterprise value. Because value can be impacted 
by external factors such as the economy and current and future industry factors and trends, the valuation 
range is offered as a guideline valuation range. 

EXHIBIT 1 
FAIR MARKET VALUE 

 
 

FAIR MARKET VALUE AND RANGE OF VALUE 
 

 

 

 

 

 

 

 

 

 

 

 

Valuation Process 

Business value is derived from an economic benefit and a risk factor that relates to the likelihood of 
achieving the expected economic benefit. In order to arrive at a valuation opinion, this report will review 
the company’s risk associated with a “proposed” investment and the forecasted income statement and 
net cash flows, the cost of capital, the discounted cash flow method, the terminal value method, guideline 
funding value approaches and risk-based values. We will then be able to apply the cost of capital to the 
company’s economic benefit stream and review the guideline public companies and the appropriate risk 
adjusted multiples and other capital raising methods to value Sample Inc. 

$8,200,000 

$7,000,000 $10,000,000 

Low High 
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2.0 VALUATION OBJECTIVE AND ASSIGNMENT 
2.1 DEFINING THE VALUATION ASSIGNMENT 
When defining the appraisal assignment, it is important to understand the concepts or directives that 
form the basis of this opinion of value and that these concepts meet your understanding of this 
assignment. If the appraisal assignment changes, some of the following valuation criteria might need to 
reflect the new intent and the appraisal assignment might need to be updated. 

2.2 DISCLAIMER 
Stonebridge relied on input from the company for its financial reporting, strategies and projections. 
Stonebridge has incorporated all discussions and information provided and applied reasonable methods 
to arrive at a valuation using the valuation process as outlined in this report (see scope of appraisal). 

2.3 VALUATION CONCEPT OF BENEFIT STREAM AND RISK 
Business value is derived from an economic benefit and weighted by a risk factor that relates to the 
likelihood of achieving the economic benefit.  The economic benefit usually refers to a monetary flow 
such as earnings before interest taxes, depreciation and amortization (EBITDA), or net operating profit 
after tax (NOPAT), or net cash flow (NCF) etc.  The risk factor is the rate of return a potential investor 
requires given the risk of attaining the expected economic benefits stream. The greater this risk, the 
greater the investor’s needed rate of return and the lesser the value of the interest being appraised. In 
the case of less risk, the less the needed investor’s rate of return and the greater the value of the interest 
being appraised. The investor’s needed rate of return is the Discount Rate in Exhibit 14. 
 
In order to arrive at a valuation opinion, this report will review the company’s historical and forecasted 
financial statements and the associated business and industry risk.  This report will develop the cost of 
capital and apply that to the economic benefit stream to arrive at the Discounted Cash Flow Method and 
the Capitalization of Earnings Method, if used. In addition, this report will apply the Guideline Public 
Company Method to specific company income streams. Because the company is being valued as an 
ongoing concern, the asset or cost approach to value is not used in this report (see premise of value). 
 
2.4 INTEREST BEING APPRRAISED 
The company is being appraised for 100% of ownership interest which is defined as the enterprise value 
of the company or the invested capital value (debt and equity) of the business. In Exhibit 14, the 
enterprise valuation is also the equity value as there is no debt. This appraisal assumes a control interest 
in the company and no adjustment for lack of marketability. Control value is defined as an equity 
interest greater than 50%. The adjustment for lack of marketability is defined as the amount or 
percentage deducted from the value of an ownership interest to reflect the absence of marketability 
relating to the longer period it takes to convert ownership to sales proceeds (liquidity). 
 

2.5 SCOPE OF APPRAISAL 
This “Standard” valuation is a Calculated Valuation. A calculated value provides an approximate indication 
of enterprise value or range of value. A Calculated Value is based on limited procedures and information 
deemed to be relevant and agreed upon between the valuator and client regarding the company’s 
performance and market conditions.  
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2.6 STANDARD OF VALUE 
The Fair Market Value standard is being used in this appraisal to render an opinion of value (or range of 
value). The Fair Market Value addresses the broadest spectrum of value that is reflected by the company’s 
operations, markets and potential buyers. The common definition of Fair Market Value is the price at 
which a property would change hands between a willing buyer and seller, when the buyer is not under 
any compulsion to purchase and the seller is not under any compulsion to sell. Fair Market Value also 
assumes both buyer and seller have reasonable knowledge of the relevant facts. 

2.7 PREMISE OF VALUE 
This appraisal is based on the company as a going concern. The going concern premise of value assumes 
the company has the financial resources to continue operating into the foreseeable future.  

2.8 EFFECTIVE DATE OF APPRAISAL 
The effective date of the appraisal is August 15, 2019. The date of the latest financial estimates is from 
the period ending August 8th, 2019. If material time has elapsed from these dates or events occurred 
subsequently that may impact value, we suggest an update to the report, depending on the significance 
of how this opinion of value will be used by the intended user of this report. 

2.9 CLIENT AND PURPOSE OF APPRAISAL 
The client is Wendy Jackson, the Company’s founder and CEO, who is the only intended user for this 
report. The purpose of this appraisal is to estimate the Fair Market Value (or value range) of Sample, Inc. 
for shareholder and management planning purposes involving a possible transfer of equity interest, 
reviewing the current market environment on selling values or to raise capital.  

2.10 DATA SOURCES, VALUATION PROCESS AND CONDITIONS 
Financial and operational information was furnished by the company’s management team and the 
appraiser communicated with the Company arriving at reasonable expectations regarding the company’s 
future performance. For industry comparable data, this report utilizes information from various data 
made available online. Stonebridge did tour the company’s facility or office in its process and is reasonably 
familiar with the type of facilities involved. There have been no extraordinary or hypothetical assumptions 
inconsistent with those made in a start-up. The report process had no limiting conditions placed on the 
appraiser. 

 

3.0 INTRODUCTION 
 

3.1 Startup Risk 
Startup businesses are more difficult to value when compared to companies with a long history of 
revenues and earnings. This valuation process has been focused on logical assessments of markets, 
people, services, risk and financial expectations. There were detailed analyses and conversations with 
company personnel on forecasted revenues, marketing costs, infrastructure investment and other key 
metrics. While no valuation approach is entirely accurate, this valuation relies on several approaches for 
value in supporting the valuation conclusion.  See the Company’s Book for more information. 
 


