I. Valuation Methods
A) Book Value : TA-TL

1) Not good because assets usually worth more than sum of parts (Spang)

2) Does not reflect going concern)

3) Results in conservative valuation due to accounting rules

B) Adjusted Book Value

1) Notes conservatism of Book Value method so restates all assets at current market value and book value to come up with higher number 

C) Net Asset Value – what its worth to build from scratch

1) Compare with similar benchmark companies

2) Get Market Price Per Share = M/B Ratio x Book Value p/s (which is TA-TL divided by outstanding shares)

3) Use Market Price per share and multiply by the amt of shares YOU own

D) Income Statement Based Valuation

1) Capitalization of Earnings Method

(a) EPS = Net income after tax/#of outstanding shares

(b) V = EPS/R; EPS = earnings per share; R = Capitalization Rate
(c) You get a per share value and multiply with YOUR own amt of shares.

(d) Problems with this method

(i) Difficulties determining capitalization rate and the risks 

(ii) Disputes in using Normalized earnings (avg) vs. highest earnings – normalized produces lower valuation

2) Price to Earnings Ratio Method – (price per share/earnings per share)

(a) P/E Ratio = reciprocal of Capitalization rate

(b) Pick  PE Ratio, take the reciprocal (that is the capitalization rate)

(c) Plug into V=E/R then multiply with YOUR amt of shares

E) Cash Flow Based Valuation
1) Dividend Discount Method (DDM)
2) Discounted Cash Flow Method (DCF) – most utilized

(a) Discounted Net Cash Flow + Discounted horizon Value

(b) Value = PV of each yrs net cash flow discounted back to today and P of what you can sell it in the future

II. Valuation and Appraisal

A) Weinberger . UOP (1983)  - DE Block method is ok not only method available; other methods ok if argued before the ct.

B) Cavalier v. Hartnett

