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Run by employers for employers, CCIQ is the peak business 
association in Queensland and the state’s most influential 
business group.

We represent more than 400,000 small and medium businesses, 
and our members view us as an essential partner in their 
commercial success because of the advice, services and tools we 
provide to power their business potential.

www.cciq.com.au

MORE HELPFUL GUIDES FOR YOUR BUSINESS

• Definitive Guide to Managing Staff

• Definitive Guide to Starting a Business in Queensland

• Definitive Guide to Digital Marketing

• Definitive Guide to Better Energy Efficiency
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WHY DO YOU NEED 
A VALUATION?
Understanding the market value of 
your business can be crucial, even 
if you’re not planning to sell in the 
short term. 

A current appraisal of your business helps inform 
your strategic planning process, protecting 
the health and vitality of your operations. It is 
estimated that more than 60% of businesses will 
seek to change their ownership circumstances 
within the next 10 years. In a fast-paced economic 
climate, valuations are seen by most analysts as a 
fundamental cornerstone of good decision-making 
for businesses, now and in the future.1

BUY, SELL OR EXPAND?
As a business owner, a thorough valuation will put 
you and your business into a state of readiness 
should you wish to expand your operations as 
part of your strategic vision or change your 
circumstances unexpectedly. Whilst it is impossible 
to predict the future, preparing for uncertainty 
is understood by many analysts to be a key 
differentiator between businesses that flourish and 
those that do not.

1 Biery, M E 2016, How to know what your business is worth. Available from 
http://www.forbes.com/sites/sageworks/2016/03/06/how-to-know-what-your-
business-is-worth/#40250fece17c

“Risk comes 
from not 

knowing what 
you’re doing.”  

WARREN BUFFETT

TOP 6 REASONS 
BUSINESSES SEEK A 

VALUATION

ONE

Selling a 
business

THREE

Selling a share 
in a business

FIVE

Attracting 
investors

TWO
Buying a 
business

FOUR

Getting a 
business loan

SIX

Valuing your  
own net worth
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FIRST STEPS
Preparing for a 
business valuation can 
seem daunting at first. 

However, it is not a complex 
process, it simply requires 
an investment of your time 
and effort. Furthermore, 
most business owners find 
the valuation process is an 
enriching experience – it delivers 
a renewed understanding of 
your core business and clarifies 
the intrinsic strengths and 
weaknesses of your current 
operations. 

The first steps usually 
involve collecting all your 
financial, legal, staffing and 
business profile documents. 
Comprehensive documentation 
of your business practices will 
place you in a strong position for 
the valuation process.

Business profile
• Include useful background information on your business, market 

conditions and competitive environment

• Collate business plans (if available), marketing plans, sales forecasts 
and growth plans

• Outline relevant operational processes/manuals .

FO
U

R

Legal
• Compile any relevant legal documents associated with your business, 

such as leases and insurance policies as well as registration papers, 
e.g. business name certificates, Australian Business Number (ABN), 
licenses, permits, and any other papers that demonstrate you comply 
with government requirements.

TW
O

Financial
• Gather statements (ideally for the last five years). Typical documents 

include: cash flow statements, debts, annual turnover, and profit and 
loss statements

• Collect details of physical assets such as machinery, buildings, 
equipment, and stock

• Detail other assets such as goodwill towards the business and 
intellectual property (any designs or ideas that you have protected 
through copyright).

O
N

E

Staff/Customer info
• Document your staffing operations. Include all relevant details such as 

as job descriptions, skills and experience, work history, performance 
reviews, and pay rates

• Provide any relevant details about suppliers and customer contact 
information.

TH
R

EE

CUSTOMERS

STAFFING

BUSINESS PLANS

LEGAL STRUCTURE

FINANCIAL STATEMENTS

Collate information that will  
help potential buyers 
understand how your business 
operates – from top to bottom.
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WHY IS IT SO IMPORTANT 
TO GET THE VALUATION 
CORRECT?
SELLING?
Securing an accurate valuation for your business requires a careful 
balancing act. If you are planning on selling your business in the 
short term, you will want to ensure that the asking price is attractive 
to potential buyers whilst also ensuring you don’t leave money on 
the table.

RAISING CAPITAL?
If you have longer-term goals for your business, such as attracting 
investment or raising capital by selling shares, your valuation will 
need to reflect more than just the financials. In these instances, 
a professional appraisal will help you capture the intangible 
dimensions of your business, such as earnings potential. These 
type of valuations will require a more sophisticated snapshot of your 
business outlook to attract investors. The 3 Horizon Strategic Model, 
developed by global consulting firm McKinsey2, is an example of the 
type of narrative a professional broker might develop to value a more 
complex business.

2 Van Putten, A, Baghai, M & MacMillan, I 2010, Rethinking valuation so you don’t miss a good deal.  
Available from: https://hbr.org/2010/12/rethinking-valuation-dont-miss
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EXPANDING?
Likewise, seeking capital from financial and banking 
institutions for the growth of your business requires careful 
analysis. Overvaluing your business can expose you to high 
levels of risk, and undervaluing your operations can prohibit 
growth and long-term prosperity.

HORIZON 1
0 to 12 months

HORIZON 2
12 to 36 months

HORIZON 3
36 to 72 months

Represents the current core 
operations of a company 
that produces the cash flow 
needed to sustain operations, 
to meet investor expectations, 
and to invest in future growth.

Represents businesses that 
are generating fast-growing 
revenue streams. These may 
not be making as great a 
contribution to profitability 
or cash flow at this point, but 
they show promise to do so in 
two to three years.

Represents opportunities for 
future growth that may take 
the form of new products, 
services, capabilities, and 
perhaps extensions into 
non-adjacencies that show 
great promise but are highly 
uncertain.
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FACTORS TAKEN INTO 
CONSIDERATION WHEN 
VALUING A BUSINESS
There can be a myriad of factors that come into 
play in the appraisal process. 

The most common factors appraisers consider are:

At CCIQ, we trust Lloyds Business Brokers to advise our clients on valuing their business. Lloyds 
recommends the most common factors that appraisers consider are:

Size Cash flow Profitability Risk profile Industry outlook

What is the 
current size/
footprint of your 
business? 

What is your 
annual turnover?

What was your 
profit/loss in the 
last financial 
year?

What is the level 
of risk involved 
in your business/
industry?

What is the 
economic outlook 
for the industry 
your business is 
involved in?

How much has 
your business 
grown in the last 
3-5 years?

How much has 
your revenue 
grown in the last 
3-5 years?

How does your 
profit/loss this 
year compare 
to the last 3-5 
years?

Do you have 
adequate 
insurances for 
any inherent 
risks?

Are there plans 
to evolve your 
business towards 
new growth 
industries?

How does your 
business compare 
to other similar 
businesses in 
your industry 
(i.e. what is your 
market share)?

How consistent/
reliable is your 
cash flow?

What are your 
plans to improve 
your profit 
margins?

What plans do you 
have in place to 
mitigate risk?

Size Cash flow Profitability

Risk profile Industry outlook

Many businesses are not able to realise the full financial value of 
their business due to a lack of rigorous documentation combined 
with an inability to articulate a strategic vision for growth. Thoroughly 
understanding the kinds of questions asked by appraisers will 
ensure you are in a strong position should you choose to change your 
operational circumstance.
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WHY IS IT BENEFICIAL 
TO SEEK THE ADVICE 
OF A REPUTABLE 
BUSINESS BROKER?
There are many reasons why the vast majority 
of businesses choose to engage a professional 
when valuing their business.

“A good 
valuation is 
more about 
the story 
than the 
numbers” 
ASWATH DAMODARAN, 

PROFESSOR OF FINANCE NEW 
YORK UNIVERSITY

REDUCES 
COMPLEXITY

CREATES 
A BRIDGE 
BETWEEN 
BUYER & 
SELLER

INCREASES 
CREDITABILITY

CREATES A BRIDGE 
BETWEEN BUYER/SELLER
Brokers are experienced 
negotiators and are highly skilled 
at intermediating discussions 
between business owners and 
potential buyers or investors.

REDUCES COMPLEXITY
An industry professional, like a business broker, brings extensive 
experience in business valuations, which can help reduce the 
complexity and stresses involved in the appraisal process. Because 
brokers have been involved in many valuations, they will be able 
to provide you with clear examples of how other businesses have 
successfully traversed a similar process. A broker will be able to 
quickly and efficiently provide you with profiles of business that are 
similar to yours and their relative worth. This kind of contextual data 
is invaluable in providing signposts for what you might aim to achieve 
with your business appraisal.

INCREASES CREDIBILITY
From a buyer or investor’s perspective, the presence of a business 
broker provides assurance that due process has been undertaken in 
the valuation of the business. Engaging a broker who has a strong 
reputation amongst investors can help shortcut timeframes as they 
have already established a base of trust and rapport with the market.

BENEFITS OF ENGAGING A PROFESSIONAL 
BROKER IN THE APPRAISAL PROCESS 
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SETTING  
A REALISTIC PRICE 
Establishing the right price for your business 
is arguably the most critical step in the sales 
or investment process. There is a myriad of 
factors that need to be taken into consideration 
in setting a realistic asking price. 

Commonly, the most crucial issue affecting the price is time. 
Many business owners are eager to divest their business as soon 
as possible, especially once their decision to sell has been made. 
An accurate valuation can help balance out this sense of urgency, 
providing owners with a clear and realistic understanding of what 
their business is worth in the current climate. 

Sometimes an appraisal will show that external factors such as 
market volatility or a global event has had an unexpected impact on 
the pricing of your business. In these cases, choosing the right time 
to sell your business is critical. An experience broker can help guide 
you through this decision-making process, ensuring you ultimately 
choose a path that will give you the best return in your given 
circumstance.

‘Avoid pricing the business too 
low. Business owners often do this 
when they’re burned out or ready 
to move on. This is a big mistake… 
you can lose a lot through lack of 
patience.’ SOURCE: BUSINESS.COM

“Overpricing your business is a huge 
misstep that will damage your ability to 
attract leads. Set a firm, fair price and 
stick to it” SOURCE: BUSINESS.COM

HIGH

LOW

TIME/
URGENCY

LOW HIGHPRICE

http://retail.about.com/od/exitstrategies/a/selling_mistake_2.htm
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DIFFERENT METHODS  
OF VALUATION
There are a number of methods for valuing 
your business. An experience broker will help 
you establish the best approach, based on the 
type of industry you are operating in.

INTRINSIC VALUATION
Intrinsic valuation is the most popular method for business 
valuations. This approach is based on cash flow, growth and risk, 
which are the basic components of any functioning business. 
The most commonly-used method of intrinsic valuation is the 
Discounted Cash Flow method (DCF). The DCF method values 
a business by forecasting its cash flow, then applying a relative 
discount based on a time-based value of money (i.e. adjusting 
the dollar’s value over time). A DCF approach to appraisals is the 
preferred approach for a large majority of brokers.  

RELATIVE VALUATION
Relative valuations use a comparative methodology for establishing 
a price. Using this approach, appraisers will seek out businesses 
in the marketplace that have attributes like yours and will 
establish a value for your business based on the value of these 
benchmarked companies. 

OPTION PRICING
Option pricing is a fairly new 
approach to evaluation and is 
used in specialised cases where 
the value for the business is 
derived from an underlying, but 
yet-to-be-realised, value. For 
example, companies that have 
created an innovation with a 
future patent holding, may use 
option pricing to establish a 
tangible market value.

THE PRICE CONTINUUM 
Most businesses are sold on the basis of a multiple of Earnings Before Interest & Tax (EBIT). The price 
range could be anywhere from 1-6 X EBIT, or even higher, depending on the nature of the business, and 
the level of confidence that can be instilled into the buyer regarding maintenance off future earnings. 
A business has no intrinsic value, other than what it might earn for a given prospective buyer.

SOURCE: LLOYDS BROKERS

P/E Ratio 1 x EBIT 2 x EBIT 3 x EBIT 4 x EBIT 5 x EBIT 6 x EBIT

 Contractor Widget Manufacturer Parents, I.T. Contracts
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TIPS ON SUCCESSFUL 
VALUATION &/OR SALE 
WHAT SHOULD PEOPLE CONSIDER WHEN PREPARING THEIR 
BUSINESS FOR A VALUATION?

Developing an exit plan is perhaps the most important thing to 
consider when you are planning to value your business. A common 
concern amongst buyers is that the successful operation of the 
business is tied to the current owner. Getting your business to the 
point where it thrives in your absence is an essential component of 
the preparation phase.

WHAT ARE THE MOST COMMON WAYS OWNERS SELL 
THEIR BUSINESS?

The way a business is sold is largely dependent on the type of 
business and how it is currently performing. If the operations are 
struggling and the owners are eager to exit quickly, auctioning the 
business &/or the equipment is often the best solution.

If the business is in good financial order, most people look to an 
intermediary such as an accountant, estate agent or business broker 
to sell the business on their behalf. 

HOW DO YOU ATTRACT BUYERS TO YOUR BUSINESS?

A large percentage of listings are sold to companies or individuals 
that already have some kind of relationship with the business that 
is up for sale. This is because the business is a known quantity to 
these potential buyers and they have an existing understanding of its 
strengths/weaknesses. After a careful valuation of your business, a 
reputable intermediary or business broker will often use your existing 
client base to begin marketing and will then extend out to new leads 
over time. 

WHEN IS THE RIGHT TIME TO SELL?

There is no magic formula for determining the right time to sell your 
business. Experience has shown that often the best timing will be 
dependent on the health of the business combined with conditions 
that will suits you and your plans for the future. The ideal timing is 
said to be where these two variables intersect favourably: a window 
where the market and your business performance is at a high 
combined with a time that is right for your own personal plans and 
aspirations for your business. Active consideration of the right timing 
is critical; holding onto your business past its peak performance is 
one of the most common regrets amongst business owners.

B
usiness perform

ance

Desire to sell  
your business

HIGH

HIGH

OPTIMUM 
TIMING
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