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COURSE OUTLINE



By the end of this webinar you should:

● Understand business valuation and its drivers.

● Know how to assess the required ROI.

● Understand how to construct an argument.

● Understand the different business valuation methods.

● Be aware of online tools that may be used in the business valuation process.

Learning Outcomes



Module 1: What is Value?

Module 2: Valuation Approaches

Module 3: The Market Approach

Module 4: Discounted Free Cash Flows Method

Module 5: Discounted Dividend Approach
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Module 6: Cost Approach

Module 7: Constructing the Argument

Module 8: Online Tools
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Quote
Almost every business in South Africa is faced with an 
uncertain future. To maximise the chances of survival, every 
company and board will need to conduct an honest 
assessment of the business and market environment, 
understand the available support, engage with its 
stakeholders and implement the changes that are required 
to maximise the chances of its survival. This process will 
need to be redone many times over the coming years and 
many companies will no doubt need to downsize or change 
their business model to survive.  Those that act quickly and 
decisively are going to be best placed to not only survive, 
but thrive in the aftermath of the COVID-19 pandemic.

- John Evans CA(SA) via Accountancy SA



MODULE 1

WHAT IS VALUE?



WHAT IS VALUE?
ART(INTUITIVE) VS SCIENCE (CALCULATION)



WHAT IS VALUE?
ENTERPRISE VALUE VS EQUITY VALUE



MODULE 2

VALUATION APPROACHES





CHOOSING VALUATION METHODS

FACTORS TO CONSIDER



CHOOSING VALUATION METHODS



1.Cost Approach
2.Market Approach
3.Discounted Cashflows
4.Discounted Dividends

LET’S LOOK AT THE DIFFERENT VALUATION

METHODS



MODULE 3

THE MARKET APPROACH



Step 1 - Normalise EBITDA

Step 2 - Determine Multiple

Step 3 - Calculate Enterprise Value

Step 4 - Calculate Equity Value

THE MARKET APPROACH

Enterprise Value = Normalised EBITDA x adjusted EV/EVITDA Multiple



THE MARKET APPROACH

Enterprise Value = Normalised EBITDA x adjusted EV/EVITDA Multiple



THE MARKET APPROACH

Enterprise Value = Normalised EBITDA x adjusted EV/EVITDA Multiple



THE MARKET APPROACH
Certain balances are not included in the 
Enterprise Value of the business, as they are 
not necessary for the business to continue 
trading. These balances are stated at their fair 
values at the valuation date, after any 
adjustments.

A majority shareholding implies a substantial 
influence on the operations of the business and 
material business decisions. Control premium 
of 10% on a 70% shareholding is considered 
by market participants as appropriate to 
recognise this influence.

The business is not a listed entity. There is thus 
a substantial difference in the liquidity 
(tradeability) of its shares when compared to 
the shares of a listed entity, as a shareholder 
cannot readily sell his shares by placing a sales 
instruction with a stockbroker (which will be the 
case when listed shares are owned). A 
marketability discount factor of 6.8% on 70% 
shareholding is considred by market 
participants as appropriate to compensate for 
the above factors.
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MODULE 4

DISCOUNTED FREE CASH FLOWS METHOD



Step 1 - Forecast Free Cashflows

Step 2 - Determine Discount Rate

Step 3 - Calculate Enterprise Value

Step 4 - Calculate Equity Value

DISCOUNTED FREE CASH FLOWS

Enterprise Value = Forecasted Free Cashflows x Discount Rate



DISCOUNTED FREE CASH FLOWS



● Free cash flow (FCF) represents the cash a company generates after accounting 
for cash outflows to support operations and maintain its capital assets.
○ Free cash flow is a measure of profitability that excludes the non-cash 

expenses of the income statement and
○ Cost of financing
○ includes spending on equipment and assets as well as changes in working 

capital from the balance sheet.

WHAT IS FREE CASH FLOW?

Represents the cash available for the company to repay creditors 
or pay dividends and interest to investors

https://www.investopedia.com/terms/c/capitalasset.asp
https://www.investopedia.com/terms/i/incomestatement.asp
https://www.investopedia.com/terms/w/workingcapital.asp
https://www.investopedia.com/terms/b/balancesheet.asp


CALCULATING FREE CASH FLOWS





CALCULATING DISCOUNTED FREE CASH

FLOWS



CALCULATING TERMINAL VALUE

TV = (FCFn x (1 + g))
(WACC - g)



CALCULATING TERMINAL VALUE



CALCULATING ENTERPRISE VALUE



Discount factor =                   1

(1 + Discount Rate)^period number

DISCOUNT FACTOR FORMULA



CALCULATION OF EQUITY VALUE

Certain balances are 
not included in the 
Enterprise Value of the 
business, as they are 
not necessary for the 
business to continue 
trading. These balances 
are stated at their fair 
values at the valuation 
date, after any 
adjustments.
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MODULE 5

DISCOUNTED DIVIDEND APPROACH



DISCOUNTED DIVIDEND APPROACH

1.Calculate Forecasted Free Cash Flows
2.Apply Dividend Policy
3.Determine Discount Rate
4.Determine Equity Value



DISCOUNTED DIVIDEND APPROACH



DISCOUNTED DIVIDEND APPROACH



MODULE 6

COST APPROACH



COST APPROACH

1.NAV from Balance Sheet
2.Eliminate Intangible Assets
3.Fair Value Adjustments
4.Calculate Equity Value



COST APPROACH



MODULE 7

CONSTRUCTING THE ARGUMENT



• Comparisons of values per method

• Test reasonableness

• Investigate and explain variances

• Document assumptions

• Higher value wins approach

• Weigh values

CONSTRUCTING THE ARGUMENT



MODULE 8

ONLINE TOOLS



●Discounted free cash flow example & template

● PwC's Valuation Methodology Survey Africa app

● BizEx Business Valuation Calculator

● The Small Business Valuations Handbook

COST OF CAPITAL

https://bit.ly/3yKjxK0
https://www.pwc.co.za/en/publications/valuation-methodology-survey.html
https://www.bizex.net/business-valuation-tool
https://amzn.to/3iBiN4k


QUESTIONS



Thank you
for your participation


