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XYZ Auto Repair, Inc. Schedule 1

Historical & Common Size Income Statement 
Common Size ratios stated as a percent of total sales

Growth Industry

Rates Average RMA

Fiscal Year Ended December 31 2011 2012 2013 2014 2015 2011-2015 2011 2012 2013 2014 2015 2011-2015 NAICS 811111*

Sales 2,800,000 2,750,000 2,400,000 2,675,000 3,150,000 3.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Cost of Goods Sold 1,122,000 1,106,000 987,000 1,129,000 1,344,000 4.6% 40.1% 40.2% 41.1% 42.2% 42.7% 41.3% 0.0%

Gross Profit 1,678,000 1,644,000 1,413,000 1,546,000 1,806,000 1.9% 59.9% 59.8% 58.9% 57.8% 57.3% 58.7% 100.0%

Operating Expenses:

Salaries and Wages 409,000 414,000 374,000 389,000 462,000 14.6% 15.1% 15.6% 14.5% 14.7% 14.9%

Officer Compensation 168,000 168,000 164,000 174,000 178,000 6.0% 6.1% 6.8% 6.5% 5.7% 6.2%

Health Insurance 29,000 45,000 43,000 44,000 43,000 1.0% 1.6% 1.8% 1.6% 1.4% 1.5%

401K Expense 1,000 2,000 0 0 1,000 0.0% 0.1% 0.0% 0.0% 0.0% 0.0%

Company Functions 0 (1,000) 3,000 2,000 3,000 0.0% (0.0%) 0.1% 0.1% 0.1% 0.1%

Training 6,000 3,000 1,000 2,000 7,000 0.2% 0.1% 0.0% 0.1% 0.2% 0.1%

Vacation Pay 35,000 34,000 35,000 29,000 26,000 1.3% 1.2% 1.5% 1.1% 0.8% 1.2%

Payroll Tax Exp Old 142,000 128,000 123,000 116,000 138,000 5.1% 4.7% 5.1% 4.3% 4.4% 4.7%

Advertising 93,000 107,000 105,000 135,000 102,000 3.3% 3.9% 4.4% 5.0% 3.2% 4.0%

Bad Debt 0 5,000 0 2,000 0 0.0% 0.2% 0.0% 0.1% 0.0% 0.1%

Bank Charges 0 1,000 1,000 2,000 1,000 0.0% 0.0% 0.0% 0.1% 0.0% 0.0%

Rent 199,021 204,992 211,141 217,476 224,000 7.1% 7.5% 8.8% 8.1% 7.1% 7.7%

Taxes - Real Estate 28,000 28,000 30,000 27,000 25,000 1.0% 1.0% 1.3% 1.0% 0.8% 1.0%

Interest Expense 18,000 10,000 10,000 0 0 0.6% 0.4% 0.4% 0.0% 0.0% 0.3%

Insurance - Shop 22,000 22,000 23,000 24,000 23,000 0.8% 0.8% 1.0% 0.9% 0.7% 0.8%

Repairs and Maintenance 18,000 37,000 14,000 19,000 28,000 0.6% 1.3% 0.6% 0.7% 0.9% 0.8%
Consulting 5,000 5,000 4,000 9,000 15,000 0.2% 0.2% 0.2% 0.3% 0.5% 0.3%

Shop Supplies 14,000 14,000 13,000 14,000 16,000 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%

Contributions 1,000 5,000 0 0 26,000 0.0% 0.2% 0.0% 0.0% 0.8% 0.2%

Credit Card Fees 42,000 39,000 35,000 38,000 45,000 1.5% 1.4% 1.5% 1.4% 1.4% 1.4%

Depreciation Expense 80,000 47,000 36,000 34,000 28,000 2.9% 1.7% 1.5% 1.3% 0.9% 1.6%

Amortization Expense 7,000 7,000 7,000 7,000 7,000 0.3% 0.3% 0.3% 0.3% 0.2% 0.3%

Dues and Subscriptions 30,000 30,000 40,000 43,000 42,000 1.1% 1.1% 1.7% 1.6% 1.3% 1.4%

Employee Recruitment 0 0 1,000 1,000 1,000 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Entertainment 1,000 0 1,000 0 2,000 0.0% 0.0% 0.0% 0.0% 0.1% 0.0%

Equipment 46,000 38,000 20,000 26,000 37,000 1.6% 1.4% 0.8% 1.0% 1.2% 1.2%

Landscape 6,000 19,000 9,000 10,000 16,000 0.2% 0.7% 0.4% 0.4% 0.5% 0.4%

Laundry/Uniforms 16,000 9,000 11,000 10,000 11,000 0.6% 0.3% 0.5% 0.4% 0.3% 0.4%

Accounting 10,000 10,000 10,000 10,000 6,000 0.4% 0.4% 0.4% 0.4% 0.2% 0.3%

Manuals 13,000 14,000 8,000 9,000 9,000 0.5% 0.5% 0.3% 0.3% 0.3% 0.4%

Office Equipment and Supplies 12,000 23,000 12,000 21,000 23,000 0.4% 0.8% 0.5% 0.8% 0.7% 0.7%

Postage and Freight 3,000 3,000 2,000 2,000 1,000 0.1% 0.1% 0.1% 0.1% 0.0% 0.1%

Sales - Warranty Expense 17,000 17,000 18,000 17,000 21,000 0.6% 0.6% 0.8% 0.6% 0.7% 0.7%

Small Tools 2,000 5,000 2,000 2,000 6,000 0.1% 0.2% 0.1% 0.1% 0.2% 0.1%

Taxes - Miscellaneous 14,000 15,000 12,000 14,000 14,000 0.5% 0.5% 0.5% 0.5% 0.4% 0.5%

Telephone 28,000 30,000 24,000 24,000 31,000 1.0% 1.1% 1.0% 0.9% 1.0% 1.0%

Utilities 40,000 40,000 42,000 37,000 39,000 1.4% 1.5% 1.8% 1.4% 1.2% 1.5%

Vehicle Expense 29,000 27,000 17,000 25,000 23,000 1.0% 1.0% 0.7% 0.9% 0.7% 0.9%

Total Operating Expenses 1,584,021 1,604,992 1,461,141 1,535,476 1,680,000 1.5% 56.6% 58.4% 60.9% 57.4% 53.3% 57.3% 93.8%

Operating Income/(Loss) 93,979 39,008 (48,141) 10,524 126,000 7.6% 3.4% 1.4% (2.0%) 0.4% 4.0% 1.4% 6.2%

Total Other Income (Exp.) 0 0 0 0 0 nmf 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.8%

Pretax Profit 93,979 39,008 (48,141) 10,524 126,000 7.6% 3.4% 1.4% (2.0%) 0.4% 4.0% 1.4% 5.5%

Income Taxes 29,133 12,093 0 3,263 39,060 1.0% 0.4% 0.0% 0.1% 1.2% 0.6%

Net Income 64,845 26,916 (48,141) 7,262 86,940 7.6% 2.3% 1.0% (2.0%) 0.3% 2.8% 0.9%

* NAICS 811111 -  General Automotive Repair

Compiled Compiled

COMMON SIZE STATEMENT



XYZ Auto Repair, Inc. Schedule 2

Historical & Common Size Balance Sheet -

Common size ratios stated as a percent of total assets

Growth Industry

Rates Average RMA 

Fiscal Year Ended December 31 2011 2012 2013 2014 2015 2011-2015 2011 2012 2013 2014 2015 2011-2015 NAICS 811111*

Current Assets:

Cash 213,000 177,000 118,000 198,000 279,000 30.2% 27.7% 21.0% 30.2% 30.0% 27.8% 25.9%

Accounts Receivable - Trade 16,000 17,000 41,000 41,000 37,000 2.3% 2.7% 7.3% 6.3% 4.0% 4.5% 10.5%

Inventories 81,000 74,000 89,000 65,000 54,000 11.5% 11.6% 15.8% 9.9% 5.8% 10.9% 14.5%

Prepaid Expenses and Payroll Advances 0 18,000 0 5,000 3,000 0.0% 2.8% 0.0% 0.8% 0.3% 0.8%

Total Current Assets 310,000 286,000 248,000 309,000 373,000 4.7% 43.9% 44.8% 44.1% 47.2% 40.1% 44.0% 53.5%

Fixed Assets:

Building Improvements 375,000 368,000 368,000 368,000 395,000 53.1% 57.6% 65.5% 56.2% 42.4% 55.0%

Machinery and Equipment 870,000 880,000 864,000 825,000 1,044,000 123.2% 137.7% 153.7% 126.0% 112.1% 130.6%

Furniture and Fixtures 77,000 73,000 51,000 30,000 30,000 10.9% 11.4% 9.1% 4.6% 3.2% 7.8%

Vehicles 212,000 212,000 205,000 205,000 205,000 30.0% 33.2% 36.5% 31.3% 22.0% 30.6%

Gross Fixed Assets 1,534,000 1,533,000 1,488,000 1,428,000 1,674,000 2.2% 217.3% 239.9% 264.8% 218.0% 179.8% 224.0%

Accumulated Depreciation (-) (1,203,000) (1,240,000) (1,227,000) (1,132,000) (1,159,000) (170.4%) (194.1%) (218.3%) (172.8%) (124.5%) (176.0%)

Net Fixed Assets 331,000 293,000 261,000 296,000 515,000 11.7% 46.9% 45.9% 46.4% 45.2% 55.3% 47.9% 28.4%

Intangible Assets:

Gross Intangible Assets 94,000 96,000 96,000 99,000 99,000 13.3% 15.0% 17.1% 15.1% 10.6% 14.2%

Accumulated Amortization (-) (29,000) (36,000) (43,000) (49,000) (56,000) (4.1%) (5.6%) (7.7%) (7.5%) (6.0%) (6.2%)

Net Intangible Assets 65,000 60,000 53,000 50,000 43,000 (9.8%) 9.2% 9.4% 9.4% 7.6% 4.6% 8.1%

Total Assets 706,000 639,000 562,000 655,000 931,000 7.2% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Current Liabilities:

Accounts Payable 89,000 87,000 78,000 80,000 111,000 12.6% 13.6% 13.9% 12.2% 11.9% 12.8%

Current Maturities of Long Term Debt 0 0 2,000 0 0 0.0% 0.0% 0.4% 0.0% 0.0% 0.1%

Accrued Payroll and Related Taxes 77,000 64,000 60,000 59,000 83,000 10.9% 10.0% 10.7% 9.0% 8.9% 9.9%
Excise Taxes Payable 20,000 21,000 20,000 21,000 26,000 2.8% 3.3% 3.6% 3.2% 2.8% 3.1%

Total Current Liabilities 186,000 172,000 160,000 160,000 220,000 4.3% 26.3% 26.9% 28.5% 24.4% 23.6% 26.0% 44.9%

Long Term Liabilities:

Long Term Debt, Net of Current 8,000 9,000 0 0 50,000 1.1% 1.4% 0.0% 0.0% 5.4% 1.6%

Total Long-Term Liabilities 8,000 9,000 0 0 50,000 58.1% 1.1% 1.4% 0.0% 0.0% 5.4% 1.6% 38.9%

Total Liabilities 194,000 181,000 160,000 160,000 270,000 8.6% 27.5% 28.3% 28.5% 24.4% 29.0% 27.5% 83.8%

Equity:

Paid in Capital 1,485,000 1,485,000 1,485,000 1,567,000 1,770,000 210.3% 232.4% 264.2% 239.2% 190.1% 227.3%

Capital Stock 1,000 1,000 1,000 1,000 1,000 0.1% 0.2% 0.2% 0.2% 0.1% 0.1%

Retained Earnings (974,000) (1,028,000) (1,084,000) (1,073,000) (1,110,000) (138.0%) (160.9%) (192.9%) (163.8%) (119.2%) (155.0%)

Total Equity 512,000 458,000 402,000 495,000 661,000 6.6% 72.5% 71.7% 71.5% 75.6% 71.0% 72.5% 16.2%

Total Liabilities & Equity 706,000 639,000 562,000 655,000 931,000 7.2% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

na = not available; nmf = not meaningful

* NAICS 811111 -  General Automotive Repair

COMMON SIZE STATEMENT

Compiled Compiled



XYZ Auto Repair, Inc. Schedule 3

Historical Financial Ratios

Industry

Average RMA

2011 2012 2013 2014 2015 2011-2015 NAICS 811111*

Growth Rates:

Sales Growth na (1.8%) (12.7%) 11.5% 17.8% 3.0% na

Pretax Income Growth na (58.5%) (223.4%) (121.9%) 1097.2% 7.6% na

Total Asset Growth na (9.5%) (12.1%) 16.5% 42.1% 7.2% na

Efficiency Ratios:

Sales to Assets 4.0 4.3 4.3 4.1 3.4 4.0 5.0

Times: Pretax Pretax Margin 3.4% 1.4% (2.0%) 0.4% 4.0% 1.4% 3.8%

Equals: Pretax Return on Assets 13.3% 6.1% (8.6%) 1.6% 13.5% 5.7% 19.0%

Times: Assets to Equity 1.6 1.6 1.6 1.5 1.5 1.6 3.2

Equals: Pretax Return on Equity 21.0% 9.8% (13.8%) 2.4% 20.4% 8.9% 60.3%

Revenue to Net Fixed Assets 8.5              9.4              9.2              9.0             6.1            8.4 26.9

Revenue to Working Capital 22.6 24.1 27.3 18.0 20.6 22.5 41.5

Accounts Receivable Turnover 175.0 161.8 58.5 65.2 85.1 109.1 53.2

Inventory Turnover 13.9 14.9 11.1 17.4 24.9 16.4 na

Payables Turnover 12.6 12.7 12.7 14.1 12.1 12.8 na

Liquidity Ratios:

Current Ratio 1.7 1.7 1.6 1.9 1.7 1.7 1.6

Quick Ratio 1.2 1.1 1.0 1.5 1.4 1.3 1.0

Leverage Ratios:

Debt to Worth 0.4 0.5 0.5 0.4 0.4 0.4 2.4

Long-Term Debt to Total Capital 1.8% 2.2% 0.6% 0.0% 7.5% 2.4% 76.6%

na = not available; nmf = not meaningful

* NAICS 811111 -  General Automotive Repair



XYZ Auto Repair, Inc. Schedule 4

Historical and Adjusted Working Capital Analysis

2011 2012 2013 2014 2015

Sales 2,800,000     2,750,000     2,400,000     2,675,000   3,150,000   

Current Assets 310,000 286,000 248,000 309,000      373,000      

Less: Current Liabilities 186,000 172,000 160,000 160,000      220,000      

Net Working Capital (NWC) 124,000 114,000 88,000           149,000      153,000      

Reclassify: Long-Term Liabilities (8,000)            (9,000)            - - (50,000)       

Adjusted Net Working Capital (ANWC) 116,000 105,000 88,000           149,000      103,000      

Industry

Average RMA

Working Capital Ratios: 2011-2015 NAICS 811111*

Sales/Net Working Capital 22.6 24.1 27.3 18.0 20.6 22.5 41.5

Net Working Capital/Sales 4.4% 4.1% 3.7% 5.6% 4.9% 4.5% 2.4%

Sales/Adjusted Net Working Capital 24.1 26.2 27.3 18.0 30.6 25.2 41.5

Adjusted Net Working Capital/Sales 4.1% 3.8% 3.7% 5.6% 3.3% 4.1% 2.4%

* NAICS 811111 -  General Automotive Repair



XYZ Auto Repair, Inc. Schedule 5

Earnings Analysis And Adjustments 

2011 2012 2013 2014 2015

Sales $2,800,000 $2,750,000 $2,400,000 $2,675,000 $3,150,000

Cost of Goods Sold 1,122,000 1,106,000 987,000 1,129,000 1,344,000

Operating Expenses 1,584,021 1,604,992 1,461,141 1,535,476 1,680,000

Reclassify: Depreciation Expense to a separate category (80,000) (47,000) (36,000) (34,000) (28,000)

Reclassify:  Amortization Expense (7,000) (7,000) (7,000) (7,000) (7,000)

Reclassify:  Interest Expense to a separate category (18,000) (10,000) (10,000) 0 0

Adjust Officer Compensation to market levela (100,054) (98,355) (92,614) (100,829) (103,000)

Remove: Discretionary Charitable Contributions (1,000) (5,000) 0 0 (26,000)

Remove: Non-Operating Vehicle Expense (3,500) (4,000) (3,500) (3,500) (4,232)

Adjusted Operating Expenses (excl rent) 1,374,467 1,433,637 1,312,028 1,390,146 1,511,768

Depreciation Expense Summary

Reclassify: Depreciation from Operating Expenses 80,000 47,000 36,000 34,000 28,000

Total Depreciation Expense 80,000 47,000 36,000 34,000 28,000

Amortization Expense Summary

Reclassify: Amortization In Operating Expenses 7,000 7,000 7,000 7,000 7,000

Total Amortization Expense 7,000 7,000 7,000 7,000 7,000

Interest Expense Summary

Reclassify: Interest Expense from Operating Expenses 18,000 10,000 10,000 0 0

Total Interest Expense 18,000 10,000 10,000 0 0

Notes:

a. Officer compensation removed and restated at a market level provided by management of $75,000 in 2015, with prior years

adjusted for inflation.



XYZ Auto Repair, Inc. Schedule 6

Adjusted & Restated Financial Results

$ % $ % $ % $ % $ % $ %

Sales 2,800,000 100.0% 2,750,000 100.0% 2,400,000 100.0% 2,675,000 100.0% 3,150,000 100.0% 2,741,667 100.0%

Cost of Goods Sold 1,122,000 40.1% 1,106,000 40.2% 987,000 41.1% 1,129,000 42.2% 1,344,000 42.7% 1,151,475 42.0%

Gross Profit 1,678,000 59.9% 1,644,000 59.8% 1,413,000 58.9% 1,546,000 57.8% 1,806,000 57.3% 1,590,192 58.0%

Operating Expenses 1,374,467 49.1% 1,433,637 52.1% 1,312,028 54.7% 1,390,146 52.0% 1,511,768 48.0% 1,413,133 51.5%

Depreciation Expense 80,000 2.9% 47,000 1.7% 36,000 1.5% 34,000 1.3% 28,000 0.9% 33,448 1.2%

Total Operating Expenses 1,454,467 51.9% 1,480,637 53.8% 1,348,028 56.2% 1,424,146 53.2% 1,539,768 48.9% 1,446,581 52.8%

Operating Income 223,533 8.0% 163,363 5.9% 64,972 2.7% 121,854 4.6% 266,232 8.5% 143,611 5.2%

Total Other Income (Expense) 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%

Amortization Expense 7,000 0.3% 7,000 0.3% 7,000 0.3% 7,000 0.3% 7,000 0.2% 7,088 0.3%

Earnings Before Interest & Taxes (EBIT) 216,533 7.7% 156,363 5.7% 57,972 2.4% 114,854 4.3% 259,232 8.2% 136,523 5.0%

Interest Expense 18,000 0.6% 10,000 0.4% 10,000 0.4% 0 0.0% 0 0.0% 3,808 0.1%

Pretax Income 198,533 7.1% 146,363 5.3% 47,972 2.0% 114,854 4.3% 259,232 8.2% 132,715 4.8%

Income Taxesa
76,237 38.4% 56,204 38.4% 18,421 38.4% 44,104 38.4% 99,545 38.4% 54,023 38.4%

Net Income 122,296 4.4% 90,160 3.3% 29,551 1.2% 70,750 2.6% 159,687 5.1% 78,692 2.9%

Plus: Depreciation and Amortization 87,000 3.1% 54,000 2.0% 43,000 1.8% 41,000 1.5% 35,000 1.1% 40,535 1.5%

Gross Cash Flow 209,296 7.5% 144,160 5.2% 72,551 3.0% 111,750 4.2% 194,687 6.2% 119,227 4.3%

Other Information

EBITDAb
303,533 10.8% 210,363 7.6% 100,972 4.2% 155,854 5.8% 294,232 9.3% 177,059 6.5%

Owner's Compensationc
67,946 2.4% 69,645 2.5% 71,386 3.0% 73,171 2.7% 75,000 2.4% 73,940 2.7%

SDEd
371,479 13.3% 280,008 10.2% 172,359 7.2% 229,024 8.6% 369,232 11.7% 250,999 9.2%

Notes

a. Taxes calculated at effective corporate federal and state rates.

b. EBITDA equals earnings before interest, taxes, depreciation and amortization.

c. Adjusted compensation for owner per Schedule 5.

d. SDE equals seller's discretionary cash flow (= EBITDA plus owners' compensation).

Average

2013-20152011 2012 2013 2014 2015



XYZ Auto Repair, Inc. Schedule 7

Projected Cash Flows 

$ % $ % $ %

Total Salesa 3,370,000 100.0% 3,500,000 100.0% 3,610,000 100.0%

Cost of Goods Sold 1,428,880 42.4% 1,469,968 42.0% 1,516,167 42.0%

Gross Profitb 1,941,120 57.6% 2,030,032 58.0% 2,093,833 58.0%

Operating Expenses:

Operating Expensesc 1,587,356 47.1% 1,650,851 47.2% 1,703,000 47.2%

Depreciation Expensed 44,000 1.3% 44,000 1.3% 33,448 0.9%

Total Operating Expenses 1,631,356 48.4% 1,694,851 48.4% 1,736,448 48.1%

Operating Income 309,764 9.2% 335,181 9.6% 357,385 9.9%

Other Income (Expense) 0 0.0% 0 0.0% 0 0.0%

Amortization Expense 7,000 0.2% 7,000 0.2% 0 0.0%

Earnings Before Interest and Taxes (EBIT) 302,764 9.0% 328,181 9.4% 357,385 9.9%

Interest Expense 0 0.0% 0 0.0% 0 0.0%

Pretax Income 302,764 9.0% 328,181 9.4% 357,385 9.9%

Less: Income Taxese 116,261 38.4% 126,022 38.4% 137,236 38.4%

Net Income 186,502 5.5% 202,160 5.8% 220,149 6.1%

Plus: Depreciation & Amortization Expense 51,000 1.5% 51,000 1.5% 33,448 0.9%

Gross Cash Flow 237,502 7.0% 253,160 7.2% 253,597 7.0%

Assumptions:

a.

b.

c.

d. Depreciation expense is projected at $44,000 in 2016 and 2017.  Thereafter, it is projected to decline to an average historical level.

e. Taxes calculated at effective corporate federal and state rates.

Operating exenses are forecasted to grow 5% in 2016 and 2017.  Thereafter, operating expenses are expected to remain stable as a percent of sales.

Mangement forecasted total sales growth of 7% for 2016 which is expected to gradually decline to a stabilized level of 3%. 

The gross profit margin is equal to gradually improve to 2013-2015 average results.

Residual

Forecast Forecast

2016 2017



XYZ Auto Repair, Inc. Schedule 8

Income Approach Summary

Forecast Forecast

2016 2017 Residual

Sales $3,370,000 $3,500,000 $3,610,000

Gross Cash Flow (per Schedule 7) 237,502 253,160 253,597

Less: Working Capital Additionsa (7,194) (4,251) (3,597)

Less: Capital Expendituresb (33,448) (33,448) (33,448)

Equals: Free Cash Flow 196,861 215,461 216,552

Divided by: Capitalization Rate (See Schedule 9) ÷ 19.5%

Equals: Residual Value 1,110,526

Multiplied by: Present Value Factor × 0.9037          × 0.7379          × 0.6668          

Equals: Present Value of Future Cash Flows 177,895        158,993        740,528        

Value Conclusion 

Sum of 2016-2017 cash flows 336,888

Present value of Residual 740,528

Present Value of Future Cash Flows 1,077,416

EQUITY VALUE CONCLUSION (rounded) 1,077,000

Assumptions:

a. Working capital levels forecasted at adjusted 2015 results of 3.3% of sales as presented in Schedule 4.

The calculations are shown as follows:

2015 2016 2017 Residual

Adjusted Net Working Capital $103,000 $110,194 $114,444 $118,041

3.3% 3.3% 3.3% 3.3%

b. Capital expenditures set equal to average historical depreciation expense.



XYZ Auto Repair, Inc. Schedule 9

Income Approach Conclusion and Calculation of Discount and Capitalization Rates

DISCOUNT RATE - Build-up Approach

Ke = Rf + Re + Rs + Ri + Rc

Ke = 4.0% + 5.0% + 5.6% + 4.9% + 3.0% = 22.5%

Ke =  cost of equity capital

Rf = risk free rate 4.0% a

Re = equity risk premium 5.0% b

Rs = small stock risk premium (Size Premium) 5.6% c

Ri = Industry Risk Premium 4.9% d

Rc = subject company risk premium 3.0% e

CAPITALIZATION RATE

C = ( Ke - G )

C = ( 22.5% - 3.0% ) = 19.5%

C = capitalization rate

Ke =  cost of equity capital 22.5%   See above.

G = growth rate into perpetuity 3.0% f

Notes:

a.
1.46%

+ 2.50%
3.96%

b.

c.

d.

e.

f.

Inflation adjusted risk free rate as of the valuation date equal to:
Median for long-term real risk-free rate based on 20-year U.S. Treasury Inflation-Protected 

Securities (TIPS) 

Estimated inflation forecast.
Build-up of nominal risk free rate.

This represents the premium demanded by investors in equity securities over and above the risk free rate as published by D&P 2016 

Valuation Handbook.
This represents the premium for size demanded by investors in small capitalization stocks over and above the premium demanded by 

equity investors, as published by D&P 2016 Valuation Handbook.
This represents the premium for industry risk demanded by investors based on companies in SIC 75, Automotive Repair, Services and 

Parking as published by D&P 2016 Valuation Handbook.
Estimated additional risk premium that would be demanded by investors in subject Company.

Estimated growth rate of free cash flows into perpetuity for subject Company.



XYZ Auto Repair, Inc. Schedule 10

Asset Deals - sales of non-franchise locations with $700k to $4.5 million that closed between January 1, 2014 and the valuation date

Asset or Reported
Acquisition Stock Deal Price % of % of

Number Date Description Location Deal ($) Sales ($) $ Sales $ Sales Sales EBITDA

Pratt's Stats

1 4/30/2015 Automotive|Auto General Repair FL Asset 860,000 2,945,505 224,826 7.6% 108,976 3.7% 0.29 7.89

2 4/30/2015 General Automotive Repair Shop Milton, GA Asset 700,000 1,996,338 35,689 1.8% (61,311) -3.1% 0.35 nmf

3 11/24/2014 General Automotive Repair Shop Barstow, CA Asset 310,000 1,065,541 na na 35,118 3.3% 0.29 8.83

4 8/9/2013 Automotive Repair and Tire Center Glassboro, NJ Asset 100,000 995,615 (6,082) -0.6% (62,332) -6.3% 0.10 nmf

5 7/22/2013 Auto General Repair FL Asset 423,000 983,057 218,889 22.3% na na 0.43 na

6 1/1/2015 Automotive Repair Virginia Beach, VA Asset 166,000 952,456 130,720 13.7% 80,720 8.5% 0.17 2.06

7 9/2/2015 Auto Repair CA Asset 250,000 951,750 na na 13,077 1.4% 0.26 19.12 *

8 8/8/2014 Auto General Repair FL Asset 290,000 851,693 290,860 34.2% na na 0.34 na

9 3/10/2015 Auto Repair Aliso Viejo, CA Asset 130,000 813,206 56,730 7.0% 51,730 6.4% 0.16 2.51

10 6/22/2015 Automotive|Auto General Repair FL Asset 155,000 792,264 70,263 8.9% 54,263 6.8% 0.20 2.86

11 7/23/2014 Auto General Repair FL Asset 550,000 791,000 207,000 26.2% 180,000 22.8% 0.70 3.06

12 12/30/2014 Auto Service Center CA Asset 379,000 776,900 155,324 20.0% 151,439 19.5% 0.49 2.50

13 6/26/2015 Automotive|Auto General Repair FL Asset 172,000 768,656 na na 51,339 6.7% 0.22 3.35

14 5/29/2015 Full Service Auto Repair CA Asset 399,900 743,347 92,625 12.5% (5,562) -0.7% 0.54 nmf

15 4/30/2014 Auto Repair CA Asset 125,000 715,372 84,907 11.9% (2,044) -0.3% 0.17 nmf

Bizcomps

16 11/26/2014 Auto Repair Shop California Asset 2,000,000 4,217,000 144,000 3.4% na na 0.47 na

17 10/1/2014 Auto Repair Shop Los Angeles, CA Asset 150,000 1,810,000 120,000 6.6% na na 0.08 na

18 7/14/2015 Auto Repair Shop Denver Metro Asset 610,000 1,403,000 230,000 16.4% na na 0.43 na

19 5/14/2014 Auto Repair Shop Los Angeles, CA Asset 420,000 1,225,000 219,000 17.9% na na 0.34 na

 AVERAGE          431,047    1,305,142           142,172 13.1%           45,801 5.3% 0.32 4.13

 MEDIAN         310,000          952,456           137,360 12.2%           51,339 3.7% 0.29 3.06

na = not available; nmf = not meaningful
* Excluded from the average valuation multiple.

a. SDE equals seller's discretionary cash flow (= EBITDA plus owner's compensation).

b. EBITDA equals earnings before interest, taxes, depreciation & amortization.

Transaction Deal Price to

M&A Method

EBITDAbSDEa
Valuation Multiples

Financial Data and Valuation Multiples

Financial Information of Acquired Companies
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Valuation Summary

Market Subject
Derived Company Indicated

Valuation Financial Indicated Equity

Valuation Ratios Ratioa Basisb
Value Adjustmentc

Value Weight

Revenues 0.32 × 3,150,000 = $1,003,300 + $49,000 = $1,052,300 50%

EBITDA 4.13 × 294,232 = 1,215,675 + 49,000 = 1,264,675 50%

Weighted Average Value 1,158,488

EQUITY VALUE (rounded) $1,158,000

na=not applicable; nmf=not meaningful

a. Average valuation ratio, see Schedule 10.

b. Equal to adjusted 2015 results as presented in Schedule 6.

c.

Add Current Assets (excluding inventory) 319,000

Subtract Liabilities (270,000)

Total Adjustment 49,000

M&A Method

The value indications reflect an asset value. In order to adjust the values to an equity value, using the 12/31/15 balance sheet the

Company's cash and other current assets, the adjustment is calculated as follows:
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Valuation Summary

Indicated

Value Weight

Concluded Income Approach Value $1,077,000 50%

Concluded Market Approach Value 1,158,000 50%

Value Conclusion (100% controlling interest basis), rounded $1,118,000

Value Conclusion 




