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How do you recover the cost of your reference library?

Ahhh … the possibilities that the
start of a new year brings. And in
our world, that start also likely
means the first of several substantial outlays we will make during
the year to update our BVFLS reference libraries.
The cost to acquire and maintain our libraries is mostly a fixed
cost, and it can easily range from
$15-20,000 per year. (Heck, a single user license to Capital IQ starts
at $13,000.) That’s some serious
coin. The question is: Do we eat
this cost or pass some/all of it
along to our clients?
When I started doing valuations in the ‘90s, print and digital
resources were limited so the
library cost wasn’t a throat-clearer.
Also, the research process was
simplified because there weren’t
that many sources. But the
process was tedious because what
information there was took forever
to find and wade through.
Today, the abundance of
print and online resources has
greatly improved both our report
preparation efficiency and effectiveness. Simply put, we have
access to better information and
are more productive in our engagements. And certainly, clients benefit from that increased access and
productivity, but it comes at our
ever-growing out-of-pocket library
expense.
So how do we recover that
library cost? I’ve observed four
practices amongst my colleagues.
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1. No recovery.

Appraisers believe that their reference library is part of the cost of
doing business and don’t make any
effort to recover the cost. They
might add that the cost of the
library is reflected in their hourly
rate. This is great if we charge and
collect our hourly rates, but how
many of us have effective hourly
rates that match our stated hourly
rates?

2. Dollar recovery.

List every valuation resource in
your library, estimate what the
per-use cost will be to recover
those resources throughout the
year, check off which ones got used
in a particular engagement, and
add that collective cost to the
invoice. The problem is that the
per-use cost for each resource may
be cumbersome and difficult to
estimate, i.e., how many times will
we use this resource versus that
resource in a valuation engagement this year?

3. Percentage recovery.

All library costs are divided by the
practice revenue generated. The
resulting percentage, say 5 percent, is multiplied by the professional fee for a particular project
and added to the invoice as a “technology fee” or something similar.
While this method will capture all
of your costs, it looks like a tax.
And some clients may object to
paying for resources that weren’t
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used in their engagement. That
said, this method has its appeal.

4. Unicorn recovery.

Only expensive/special purpose
valuation resources that appraisers wouldn’t normally subscribe to
are added to the invoice. And
because they paid for the resource,
appraisers often give the material
to the client … after securing a
copy for themselves.

For what it’s worth, I’m in the unicorn recovery camp … but with a
generous definition of what is
expensive/special-purpose. That’s
because I struggle with subscription services, like IBISWorld for
example, which offer an ondemand purchase option. Why
should I pay (up front) for an annual subscription when I don’t know
how many times I will use it during
the course of a year? Instead, why
not just charge clients for the actual research required and obtained
for their projects?
In the interest of full disclosure to clients, I believe whatever
cost recovery method we follow
should be described in our engagement letter. Here’s the language I
use:
Burkert Valuation Advisors estimates that the professional fee for
this engagement will not exceed
$15,000 plus related expenses.
Such expenses will include costs
Continued on next page
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Jim Hitchner’s

VPS

Valuation Products
and Services

Bringing you the TOOLS you need
to help you SUCCEED!
DLOM GUIDE AND TOOLKIT
Cutting-edge DLOM methodology explained and
modeled for practical application.

• Downloadable Excel files with groundbreaking DLOM calculator
• Electronic (PDF) manual with easy-to-understand instructions
• An 800+ page guide in both print and electronic (PDF) formats
www.valuationproducts.com/DLOM-Toolkit

BUSINESS VALUATION Q&A GUIDE

Have a question for three of the top BV industry
leaders? Chances are, it’s answered here!

• Jim Hitchner, Shannon Pratt, and Jay Fishman present their consensus
view on over 150 popular BV topics
• Reviewed by 15 well-known, experienced BV practitioners
• Available in both print and PDF formats
www.valuationproducts.com/HPFQA

4th EDITION OF “THE BOOK”

Looking for a primary BV source written in plain
English? Financial Valuation Applications and
Models, 4th edition, is it!

• Source for AICPA/NACVA’s national certification courses
• Indispensable reference on various valuation topics, filled with details,
practice tips, and examples
• Written by 30 nationally recognized names in the valuation industry
www.amazon.com or www.wiley.com

MONTHLY WEBINARS

Is there a valuation topic you’d like to study?

• Archived monthly webinars presented by industry leaders on
timely topics
• Includes interactive PDF files, PowerPoint slides, and handouts
www.valuationproducts.com/webinars-past

THE JOURNAL

Want to stay current on the hottest BV topics?

• Financial Valuation and Litigation Expert journal is the platform for
50+ experienced practitioners
• Keeps you up-to-date on the latest BV issues with practical, concise
articles
www.valuationproducts.com/fvle
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BURKERT, cont.

directly related to this engagement,
including all research/reference
materials purchased specifically for
this assignment.
What about you … how do you
recover the cost of your BV library?
c
This column is a place to
get actionable advice for
growing your practice and
improving your processes.
Do you have an issue you
would like to discuss?
Email me at
rod@rodburkert.com.

Now Available!

PPC’s Guide
to Business
Valuation
28th edition

Jay Fishman, Dr. Shannon Pratt,
and Jim Hitchner

Business valuations require a significant
amount of careful consideration and
judgment. Our expert authors give you
practical guidance to take you through
each step of a valuation engagement
and keep you current on valuation
issues.
Our checklists and illustrations reflect
the guidance from SSVS No. 1 as well
as the standards of the other business
valuation organizations. You can use the
same material the IRS uses to train its
agents.
Use a case study to follow the valuation
process from the pre-engagement
process to the final valuation report.
This Guide is crucial to your practice to
help you comply with the relevant
professional standards.

For more information
or to order,
CLICK HERE NOW!
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