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Valuat ion

The business valuation community has grappled with unprecedented challenges and opportunities in the past few years. 
We have seen a whirlwind of macroeconomic factors, from lingering uncertainty in U.S.-China relations and Russia’s 
relentless war in Ukraine to frenetic post-COVID-19 M&A activity. Amidst these global events, domestic concerns—
including supply chain disruptions, labor shortages, soaring inflation, and tightened underwriting criteria at financial 
institutions—have further complicated the valuation landscape. As we delve into the intricate world of business valuations, 
we will explore how these factors have created a unique environment for valuation professionals, who must now navigate 
uncharted territory while seeking solutions to novel challenges.

Market Multiples

1 As used in the mergers and transactions method within the market approach to business valuation.
2 The operating value of a company before considering capital structure, which is equal to its equity value, plus net debt, plus minority interest(s).
3 Earnings before interest, taxes, depreciation, and amortization.
4 As used in the guideline public company method within the market approach to business valuation.
5  The income approach generally values a company based on an analysis of the risk-adjusted income earning capacity of a company, typically by relying on either the discounted cash flow method 

(future cash flows) or the capitalized cash flow method (representative cash flows, typically based on historical data).
6  The data in this chart relates to market multiples based on the purchase price of privately held companies in relation to a representative level of EBITDA. Data per DealStats (extracted on August 

21, 2023); transactions of companies with less than $1 million in revenue in the latest full year prior to transaction were excluded from the dataset.
7 J.P. Morgan Chase & Co., Historical Prime Rate, https://www.jpmorganchase.com/about/our-business/historical-prime-rate.
8  Rich Miller, “US Banks Are Tightening Lending Standards, Raising the Risk of a Recession,” Bloomberg, November 21, 2022, https://www.bloomberg.com/news/articles/2022-11-21/us-banks-

tighten-lending-standards-raising-risk-of-recession.

When valuing a business, it is crucial to analyze the multiples 
at which companies have transacted in recent periods.1 It is 
also important to examine the enterprise value2-to-EBITDA3 
multiples at which companies are currently trading in the 
public markets4 to validate the reasonableness of a company’s 
enterprise value as derived using an income approach.5 Given 
the turbulent economic environment in recent years, as well 
as uncertainty about future growth slowdowns or downturns, 

an analysis of these multiples over a multiyear period can be a 
good indicator of market and industry trends.

Figure 16 demonstrates that private transaction multiples 
generally declined from 2021 through the second quarter of 
2023. In addition, transaction volume decreased significantly 
during the same period, potentially brought on by rising 
interest rates7 as well as tightened lending standards.8

Figure 1: 2021 to Q2 2023 Transaction Multiple Analysis
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The What, Why, Who, and How  
of Occupational Fraud: Bad Apples 
(Part II of III)

Once I woke up to the widespread presence of fraud, being 
a skeptic served me well. I ultimately found that almost 
every client fell into one of two unattractive categories: 
those who tried to maintain accurate and reliable books 
and records but could not, and those who intentionally 
misstated their accounting records. Since my job was 
to attest to the accuracy of financial statements, tax 
returns, business valuations, lost profits analyses, fraud 
investigations, and other types of reports, I was compelled 
to find all of the misstatements that could materially impact 
my reports’ findings and conclusions. This is where my 
natural skepticism paid off. It did not mean I could never 
trust my clients. Of course, I had to trust them at some level. 
Trust, yes, but verify. I always maintained a healthy level of 
professional cynicism. 

Clients unintentionally misstated their accounting records 
for a variety of reasons. Sometimes it was because they did 
not have the technical competence to record all adjusting 
journal entries required under generally accepted accounting 

principles (GAAP) or income tax reporting principles. There 
were situations where a client was unfamiliar with the 
disclosures required in the notes to financial statements, 
industry reporting requirements, or foreparts to filings with 
the U.S. Securities and Exchange Commission (SEC). 
Financially weak companies often had understaffed 
accounting departments that experienced difficulty in 
keeping up with transactional volume.  

There were also companies that deliberately misstated  
their books and records. This generally occurred in two 
types of situations:

1.  Profitable companies that understated their net income to 
avoid paying income taxes

2.  Companies that overstated their profitability to satisfy 
loan covenants, position themselves for sale, or 
misrepresent their financial performance to senior 
management (for performance bonuses) or third parties 
(i.e., vendors, customers, lenders, investors) 

Most criminals are not 
born, they are made.

—William Randolph Hearst

Editor’s note: In the January/February 2023 issue of 
The Value Examiner, Part I of this three-part series on 
occupational fraud answered five questions: What is 
fraud? What are the primary categories of fraud? Why 
commit fraud? Who commits fraud? How are frauds 
concealed? In Part II, the author discusses several actual 
cases involving fraudsters who acted alone, all of which 
were made possible by an employer’s failure to maintain 
or comply with an effective system of internal controls.
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Financia l  Forensics

I often played a cat and mouse game with this type of client; 
they knew what I was looking for and tried to hide it. Being 
alert to management’s motivations guided me regarding the 
types of misstatements to look for. 

In the book, A.B.C.’s of Behavioral Forensics,1 the authors 
classify fraudsters as falling into one of three categories: bad 
apples, bad bushels, and bad crops. Bad apples are fraudsters 
who act alone, bad bushels are groups of colluding fraudsters, 
and bad crops are large groups collectively committing fraud. 
This article describes several bad apple cases.

Missing Data
Often, fraud schemes cannot be uncovered effectively using 
data-driven approaches and sampling; searching relevant 
transaction data for patterns and unexplained relationships may 
fail to yield results because the information is not recorded, per 
se, by the system. In these cases, behavioral concepts and 
qualitative factors can allow the auditor to look beyond the data 
to identify information that should be there but is not, and to 
question why certain data exists even though it should not.2

In one divorce matter, I was engaged by the wife’s attorney 
to determine the value of several laundromats. The husband 
was demanding that an exceedingly low value be ascribed 
to the laundromats for equitable distribution purposes. Why 
did the husband’s attorney want a low value? Because the 
husband was going to retain the business as part of the 
divorce settlement, and the lower its value, the greater the 
share he would receive of all other marital assets. 

The wife’s attorney told me that the couple owned multiple 
homes in fancy neighborhoods, drove expensive cars, took 
frequent vacations, and had limited debt. The business was 
the sole source of income for this lifestyle, so I knew that it 
was very profitable. But how profitable?   

When I examined the documents produced in discovery, I 
saw that the cash revenues generated by the coin operated 
washing machines and dryers—which were deposited in 
the bank and recorded in the company’s books, records, 
and tax returns—could not support the marital lifestyle. It 
was clear that there was unreported income. The husband 
felt confident that no one could discover the extent of his tax 
cheating and the actual business value. When I interviewed 
him, he kept referencing his doctored records and tax returns, 
insisting that his laundromat company had little value. That 
was why he was resisting any reasonable settlement offer. 

1  Sridhar Ramamoorti et al., A.B.C.’s of Behavioral Forensics: Applying Psychology to Financial Fraud Prevention and Detection (Hoboken, NJ: John Wiley & Sons, Inc., 2013).
2 Ramamoorti et al., A.B.C.’s of Behavioral Forensics, 32.

Normally, when looking for unreported income, I reach out 
to major customers, look at shipping or sales documents, 
examine bank statements, and perform other procedures. 
That approach would not work here. I needed to come up 
with a nontraditional way to estimate income.

Then, I visited one of the laundromats. Standing there 
before a wall of dryers and rows of washing machines, 
watching people insert coins into slots and pour clothing 
into the machines, an idea hit me. I realized that the washing 
machines needed water to operate, and if I could determine 
the amount of water consumed by each laundromat, I 
could calculate the number of washes and the revenues 
generated from those washes. This conversion data was 
readily available through industry sources. Also, if I could 
determine the number of washes, I could estimate the 
revenues generated by the dryers. This was also available 
through industry sources. All I needed was the water bills, 
which I requested. Armed with this information, we were able 
to settle the case quickly, after years of litigation. 
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THE MOST PRESTIGIOUS  MAGAZINE FOR FINANCIAL CONSULTANTS

Published bimonthly, each issue serves as a beneficial resource to 7,000 readers.

The Value Examiner® is the premier professional 
development journal for valuation analysts and other 
consultants in the areas of business and intangible 
asset valuation, fraud deterrence and detection, 
litigation support, and forensic accounting. 

As the official trade journal for the National 
Association of Certified Valuators and Analysts® 
(NACVA®), The Value Examiner reflects the valuation 
industry’s highest standards and reinforces the 
organization’s sterling professional image.



READERS WANT COMPETITIVE ADVANTAGE

CUTTING-EDGE EDITORIAL CONTENT

The Value Examiner serves the membership 
and prospective members of the NACVA. Our 
readership is primarily comprised of CPAs who 
are also Certified Valuation Analysts or have 
high-net-worth clientele who are demanding 
of an interest in or proficiency in the valuation 
disciplines. NACVA members also include:

• Attorneys
• Valuation Organizations
• Business and Legal Libraries
• Financial Consultants
• Estate Planners
• Business Strategists

The Value Examiner readers are among the 
most successful financial advisers. They 
strive to continuously learn about new laws 
and regulations, methodologies, software, 
training opportunities, academic research, 
office technology and other resources that 
can help them improve their performance, 
develop new business, and compete in the 
marketplace. Additionally, our readers represent 
companies of all sizes and from all industries: 
finance, professional services, communications, 
technology, real estate, healthcare, 
transportation and many others.

The Value Examiner offers clear, sophisticated, up-to-date, comprehensive but concise information 
about strategies, methods and techniques that readers can apply immediately in their own practices. 
In articles written by the world’s most authoritative practitioners and instructors in the field, The Value 
Examiner covers a broad range of subjects, including the following:

• �Business valuation theory and practice, 
including case studies

• Valuation of intangible and intellectual property

• Litigation and dispute resolution support

• Financial forensics

• �Valuation case law from state and federal courts

• �International valuation standards, practices and 
issues

• Mergers and acquisitions

• Succession planning and exit strategies

• Marketing and practice development

• Valuation industry news and analysis

• �New areas of opportunity for the valuation 
consultant

• Leveraged consulting services

• �Fraud detection and deterrence and fraud risk 
management

• Value building

“Our research shows that the magazine is read cover-to-cover 
and stored in our members’ libraries. Presence in The Value 

Examiner ensures you will reach the consultant niche market.”

National Association of Certified Valuators and Analysts



WHY ADVERTISE IN

• �The business-to-business press is the first read medium for 
business purchasers, decision-makers, owners and high level 
management. Research shows that specialized business 
publications, like The Value Examiner, lead in convenience, 
credibility, objectivity and valued educational editorial that is relevant.

• �On a scale of 1–5, where 1 is low and 5 is high, specialized 
business publications got a 4.0 from business decision-makers 
who were asked to choose the “most informative” medium 
from which to receive their business information.

• �In a survey conducted by the American Business Media, trade 
journals such as The Value Examiner earned a very high “Media 
Credibility Index” from the survey responders of 350. This was 
by far the highest rating of any communications medium.

• �Business decision-makers also tend to view industry trade 
publications as more objective, with 75.2% calling the trade 
press “highly objective” or “somewhat objective”.

• �The Value Examiner is the most frequently read by members 
of the National Association of Certified Valuators and Analysts, 
surpassing other trade publications such as the Journal of 
Accountancy and far exceeding general publications such as 
The Wall Street Journal, Fortune, and Business Week.

• �84% of industry decision-makers look at the ads in the 
professional journals they read at least 50% of the time.

• �Ads in specialized business publications, such as The Value 
Examiner, are considered useful or very useful over three 
times as often as advertisements in generalized business 
publications that are not tailored to a particular industry.

• �Advertising in The Value Examiner is an effective way to reach 
a very targeted and elite business market.

• �Cost per contact in The Value Examiner is less than 29 cents 
on average.
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