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Is Your Value an Estimate or an Opinion?

By Rod P. Burkert, CPA/ABV, CVA

| recently submitted a valuation report to a client
and her attorney. The attorney was concerned
because |, following Statement on Standards for
Valuation Services No. 1 (SSVS), wrote: “| esti-
mate the fair market value of” so-and-so to be
this-and-that as of the valuation date. The attor-
ney inquired why my report, like another valua-
tion report on his desk, didn’t offer “an opinion
of fair market value.” In his mind, an “opinion of
value” reads more powerfully than an “estimate
of value.” | must confess, it does to me as well.

My client went as far as to say, “l guess | don’t
understand the use of the word ’estimate,” and
it seems to undermine the whole purpose of
paying for an opinion of value in the first place.”
Note: I never said | was going to issue an opinion
of value in my engagement letter. | stated that
my estimate of value would be presented as a
conclusion of value, per SSVS.

There are now only two sets of U.S. busi-
ness valuation standards: the ASA’s Business
Valuation Standards (BVS) and the AICPA’'s SSVS,
which has been effectively adopted by NACVA
and the IBA. (Yes, there is also The Appraisal
Foundation’s Uniform Standards of Professional
Appraisal Practice, and for the record, those
standards use the term “opinion.”) Prior to
adopting SSVS, the separate NACVA and IBA
standards permitted an appraiser to issue an
“opinion of value.”

According to SSVS, all of my work product
yields an estimate of value. And the irony of
this article is that | agree with this presump-
tion. At some level, no matter how much analy-
sis we do, we’re estimating value. Paragraph
2 states: “As described in this Statement, the

term engagement to estimate value refers to an
engagement or any part of an engagement ...
that involves estimating the value of a subject
interest. An engagement to estimate value culmi-
nates in the expression of either a conclusion of
value or a calculated value....” (emphasis in the
original) The word “opinion” is noticeably—and
purposely—absent from SSVS because of the
specific connotation it has for my CPA-auditor
comrades.!

Except that it’s not absent from SSVS. Here
are the relevant references (emphasis added)
to “opinion” in SSVS. In the examples of factors
that could be listed in the Representations of the
Valuation Analyst:

9 65(a). The analyses, opinions, and conclu-
sion of value included in the valuation report
are subject to the specified assumptions and
limiting conditions ... and they are the personal
analyses, opinions, and conclusion of value of
the valuation analyst.

9] 65(g). The valuation analyst has no obligation
to update the report or the opinion of value for
information that comes to his or her attention
after the date of the report.

In the illustrative list of Assumptions and Limiting
Conditions set forth in Appendix A:

#6 This report and the conclusion of value
arrived at herein are for the exclusive use of
our client for the sole and specific purposes
as noted herein. They may not be used for any

1 The ASA associates the term “estimate” only with its
limited appraisal service. | understand that the SSVS
usage of the same term is supposed to be equivalent
to the result of the highest scope of work specified
by the ASA, which is an appraisal.

Reprinted with permissions from Business Valuation Resources, LLC

bvresources.com



ISYOUR VALUE AN ESTIMATE OR AN OPINION?

BUSINESS VALUATION UPDATE

Executive Editor: Jan Davis
Legal Editor: Sherrye Henry Jr.
CEO, Publisher: David Foster
Managing Editor: Janice Prescott
Graphic & Technical Designer: Monique Nijhout
Customer Service: Jasmine Pearsall
VP of Sales: Lexie Gross
President: Lucretia Lyons

CHRISTINE BAKER JARED KAPLAN, ESQ.
CPA/ABV/CFF MCDERMOTT, WILL & EMERY
PARENTEBEARD CHICAGO, IL
NEW YORK, NY GILBERT E. MATTHEWS CFA
NEIL J. BEATON SUTTER SECURITIES
CPA/ABV, CFA, ASA INCORPORATED
ALVAREZ & MARSAL VALUATION SAN FRANCISCO, CA
SERVICES
SEATTLE, WA z cnnlsrAcs)ZHga MERCER
JOHN A. BOGDANSKI, ESQ. MERCER CAPITAL
LEWIS & CLARK MEMPHIS, TN
LAW SCHOOL
JOHN W. PORTER, ESQ.
FOALLAL O BAKER & BOTTS
MICHAEL A. CRAIN HOUSTON, TX
CPA/ABV, ASA, CFA, CFE
THE FINANCIAL VALUATION GROUP MB:%Q%;,T&%"&E,TCFF
ReAIEAS L5 LS A SEIGNEUR GUSTAFSON
NANCY J. FANNON LAKEWOOD, CO
ASA, CPA/ABV, MCBA
FANNON VALUATION GROUP vt NG, GONAWAY, STAHGATT &
PORTLAND, ME NI OR
JAY E. FISHVAN UHLLRSERO B2
FASA, CBA JEFFREY S. TARBELL
FINANCIAL RESEARCH ASSOCIATES ASA, CFA
BALA CYNWYD, PA HOULIHAN LOKEY

LYNNE Z. GOLD-BIKIN, ESQ. SANFRANCISCO, CA

WEBER GALLAGHER GARY R. TRUGMAN
NORRISTOWN, PA ASA, CPA/ABV, MCBA, MVS
TRUGMAN VALUATION
LANCE S. HALL, ASA ASSOCIATES
FMV OPINIONS PLANTATION. FL
IRVINE, CA ’
THEODORE D. ISRAEL 'Ec“plr,;‘éwcpp?%gs
CPA/ABV/CFF, CVA BRUEGGEMAN & JOHNSON
ECKHOFF ACCOUNTANCY CORP. YEANOPLOS, PC.
SAN RAFAEL, CA TUCSON, AZ

EDITORIAL ADVISORY BOARD

Business Valuation Update™ (ISSN 1088-4882) is published monthly by
Business Valuation Resources, LLC, 1000 SW Broadway, Suite 1200,
Portland, OR, 97205-3035. Periodicals Postage Paid at Portland, OR, and
at additional mailing offices. Postmaster: Send address changes to Business
Valuation Update™, Business Valuation Resources, LLC, 1000 SW Broadway,
Suite 1200, Portland, OR, 97205-3035.

The annual subscription price for the Business Valuation Update™ is $359. Low
cost site licenses are available for those wishing to distribute the BW to their
colleagues at the same address. Contact our sales department for details.
Please feel free to contact us via email at customerservice@BVResources.
com, via phone at 503-291-7963, via fax at 503-291-7955 or visit our web site
at BVResources.com. Editorial and subscription requests may be made via
email, mail, fax or phone.

Please note that by submitting material to BW, you are granting permission
for the newsletter to republish your material in electronic form.

Although the information in this newsletter has been obtained from sources
that BVR believes to be reliable, we do not guarantee its accuracy, and such
information may be condensed or incomplete. This newsletter is intended
for information purposes only, and it is not intended as financial, investment,
legal, or consulting advice.

Copyright 2012, Business Valuation Resources, LLC (BVR). All rights
reserved. No part of this newsletter may be reproduced without express written
consent from BVR.

other purpose or by any other party for any
purpose. Furthermore the report and conclu-
sion of value are not intended by the author and
should not be construed by the reader to be
investment advice in any manner whatsoever.
The conclusion of value represents the consid-
ered opinion of [Valuation Firm], based on infor-
mation furnished to them by [ABC Company]
and other sources.

Finally, in the International Glossary of Business
Valuation Terms, included as Appendix B:

Valuation Date—the specific point in time as of
which the valuator’s opinion of value applies....

Now let’s flip over to read how the ASA BVS
outlines an appraisal assignment.?

9 IIl. C. 1. b. The objective of an appraisal is
to express an unambiguous opinion as to the
value of a business, business ownership inter-
est, security or intangible asset which opinion is
supported by all procedures that the appraiser
deems to be relevant to the valuation. (empha-
sis added)

9 1l. C. 1. c. An appraisal has the following
qualities:

(1) Its conclusion of value is expressed as
either a single dollar amount or a range

(2 It considers all relevant information as of
the appraisal date available to the appraiser
at the time of performance of the valuation

(8) The appraiser conducts appropriate pro-
cedures to collect and analyze all informa-
tion expected to be relevant to the valuation

(4) The valuation considers all conceptual
approaches deemed to be relevant by the
appraiser

Now, whether it’s a valuation engagement under
SSVS or an appraisal under the BVS, | would like
to think we all do items (1) through (4) regardless
of which standards we use. So can | issue an

2 Containing all standards approved through November
2009.
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opinion of value under SSVS or not? | asked a
colleague who | know was neck-deep in crafting
SSVS. He told me that it does not violate SSVS
to say “opinion,” but it’s technically not correct.

| talked to other colleagues to see how they
were handling this situation. A CPA/ASA said
that she goes with the ASA standards, so she
says “opinion of value” in her reports. A CPA/
ABV/ASA/CVA said his firm follows SSVS, so they
say “estimate of value.” A CPA/ASA/CVA offered
a novel approach. His engagement letter says he
will provide a conclusion of value under SSVS, an
opinion of value under BVS, and then “concludes”
on the value in his report.

If all of this isn’t confusing enough, let’s look at
litigation reports. Now in litigation, SSVS has a
Reporting Exemption for Certain Controversy
Proceedings:

9] 50 A valuation performed for a matter before
a court, an arbitrator, a mediator or other
facilitator, or a matter in a governmental or
administrative proceeding, is exempt from the
reporting provisions of this Statement. The
reporting exemption applies whether the matter
proceeds to trial or settles. The exemption
applies only to the reporting provisions of this
Statement.... The developmental provisions of
the Statement ... still apply whenever the valu-
ation analyst expresses a conclusion of value or
a calculated value.... (emphasis added)

And we all know that, in litigation, we need to
offer our opinion for our work product to be
accepted by the court. So we SSVSers can offer
an opinion in litigation, right? We got the exemp-
tion, right? Well not so fast because:

9 8 [SSVS] is not applicable to engagements
that are exclusively for the purpose of deter-
mining economic damages (for example, lost
profits) unless those determinations include
an engagement to estimate value. (emphasis
added)

So if your litigation assignment is to value a busi-
ness interest, you’re back in SSVS-land, where
the term “opinion” is not sanctioned. What’s a
practitioner to do? In the meantime, those follow-
ing the ASA BVS can offer their opinions, in and
out of litigation, without any heartburn.

So what do you think? Is the discussion | had
with my client and attorney an isolated incident
or is there really something here that the SSVS
needs to address? Is it just a matter of seman-
tics and education: | say “estimate,” you say
“opinion,” and in reality they are the same? But
wouldn’t it be better if we could all use one term
and not have to explain to clients, attorneys, and
judges that there is no difference?

Rod Burkert, CPA/ABV, CVA, is the founder of
Burkert Valuation Advisors LLC. His assignments
focus on income/gift/estate situations, divorce
proceedings, partner/shareholder disputes.
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