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Annual Consultants Conference
Using Regression in the Market Approach

GCTM
I. Shortcomings of Median and Harmonic Mean

a. When Using Median and Mean with Average Performing Companies
Revenue Multiplier Value and Cash Flow Multiplier Value Will Align.

b. When Using Median and Mean with High-Performing Companies
Revenue Multiplier Value is Too Low; Cash Flow Multiplier Value is Too High.

c. When Using Median and Mean with Low-Performing Companies
Revenue Multiplier Value is Too High; Cash Flow Multiplier Value is Too Low.

Il. Add Another Dimension to your Sample Table
a. Correlation between SDE Profit Margin and Revenue Multipliers

b. Graphing the Relationship between SDE% and Revenue Multipliers
lll. Using Regression

a. Why Regression Properly Identifies Where the Market is and Mean Doesn't
b. Using Regression to Identify Outliers

c. The Inverted Relationship between Profitability and Cash Flow Multiplier:
The more profitable a company is the LOWER its Cash Flow Multiplier.

IV. Selecting Comps When Using Regression and SDE%

a. Use the narrowest range of revenues as possible consistent with a sample
size of 15 to 25. If sample size is too small, increase the range
of SIC classifications first before increasing revenue range.

b. If your Subject has inventory and fixtures, select comparables that do too.
c. Reject all comparables with Cash Flow Multipliers > 10 or negative.
d. Reject all stock sales.

e. Reject all transactions with assumed liabilities.

f. Reject all transactions with Real Estate
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Selecting a Sample of Comparables

=
Q
"§ Selling Gross Cash Flow Revenue |Cash Flow
2 Price Revenue (SDE) Multiplier | Multiplier
8 (b) © (d) b+c b+d
1 170,000 1,250,000 37,000 0.14 4,66
2 252,000 1,405,000 49,000 0.18 5.14
3 315,000 1,193,000 83,000 0.26 3.81
4 300,000 1,291,000 90,000 0.23 3.33
5 312,000 1,278,000 94,000 0.24 3.32
6 509,000 1,175,000 97,000 0.43 5.25
7 575,000 1,225,000 115,000 0.47 5.00
8 575,000 1,200,000 103,000 0.48 5.58
9 347,000 1,120,000 105,000 0.31 3.30
10 430,000 1,345,000 142,000 0.32 3.03
11 575,000 1,386,000 151,000 0.41 3.81
12 550,000 1,376,000 168,000 0.40 3.27
13 690,000 1,017,000 126,000 0.68 5.46
14 568,000 1,183,000 157,000 0.48 3.63
15 391,000 1,255,000 178,000 0.31 2.20
16 520,000 1,282,000 186,000 0.41 2.80
17 275,000 1,172,000 171,000 0.23 1.61
18 594,000 1,315,000 203,000 0.45 2.93
19 700,000 1,176,000 215,000 0.59 3.26
20 565,000 1,049,000 172,000 0.54 3.29
21 577,000 1,280,000 213,000 0.45 2.71
22 650,000 1,050,000 210,000 0.62 3.10
23 545,000 1,017,000 204,000 0.54 2.67
24 700,000 1,250,000 275,000 0.56 2.55
Price Revenue Cash Flow Rev;;:;eMult ;:I?r;::?;
Avg $487,000 $1,220,000 $148,000 0.41 3.57
Lower Quartile 0.30 2.89
Median 0.42 3.30
Upper Quartile 0.49 4.02
Harmonic Mean 0.34 3.27
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Selecting a Sample of Comparables Page 5

Price Revenue Cash Flow Rev;::;eMult l\ﬁjlfr;{::?;
Avg $487,000 $1,220,000 $148,000 0.41 3.57
Lower Quartile = 0.30 2.89
Median = 0.42 3.30
Upper Quartile = 0.49 4.02
Harmonic Mean = 0.34 3.27

Shortcomings of Median and Harmonic Mean

1. Average-Performing Subject Company:

Revenue $1,200,000
Cash Flow $150,000

Median Revenue Multiplier Value

$1,200,000 x 0.42 = $508,833
Median Cash Flow Multiplier Value

$150,000 x 3.30 = $494,413

Opinion of Value is: $502,000
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Price Revenue Cash Flow Rev;::;eMult nﬁ:z;::‘o;
Avg $487,000 $1,220,000 $148,000 0.41 3.57
Lower Quartile = 0.30 2.89
Median = 0.42 3.30
Upper Quartile = 0.49 4.02
Harmonic Mean = 0.34 3.27

Shortcomings of Median and Harmonic Mean

2. Low-Profit Subject Company:

Revenue $1,200,000
Cash Flow $85,000

Using Median Multiplier Values

$1,200,000 x 0.42

/

$508,833

$85,000 X 3.30

$280,167

OR: Which one is it?
Using Lower Quartile Multiplier Values

N

$1,200,000 x 0.30 = $358,102
$85,000 X 2.89 = $245,948
Opinion of Value is: 2?
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Selecting a Sample of Comparables Page 7

Price Revenue Cash Flow Rev;::;eMult nﬁ:;:::’;
Avg $487,000 $1,220,000 $148,000 0.41 3.57
Lower Quartile = 0.30 2.89
Median = 0.42 3.30
Upper Quartile = 0.49 4.02
Harmonic Mean = 0.34 3.27

Shortcomings of Median and Harmonic Mean

3. High-Profit Subject Company:

Revenue $1,200,000
Cash Flow $220,000 18.3%

Using Median Multiplier Values

$1,200,000 x 042 = $508,833
$220,000 x 330 = $725,139

OR: Which one is it?
Using Upper Quartile Multiplier Values

$1,200,000 x 049 = $592,935
$220,000 x 4.02 = $884,496

Opinion of Value is:

[~
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The Problem

Median and Harmonic Mean are One Dimensional

i.e. The Subject is accorded the median revenue multiplier regardless
of how profitable it was.

The Solution - Add Another Dimension

Include a column with Cash Flow + Revenues (SDE%)
Sort the table by the SDE% Column

c
o
'g Selling Gross Cash Flow Revenue | Cash Flow
§ Price Revenue (SDE) SDE% Multiplier | Multiplier
o (b) (c) (d) d=+c b:c b +d
1 170,000 1,250,000 37,000 2.9% 0.14 4.66
2| 252,000 1,405,000 49,000 3.5% 0.18 5.14
3| 315,000 1,193,000 83,000 6.9% 0.26 3.81
4| 300,000 1,291,000 90,000 7.0% 0.23 3.33
5| 312,000 1,278,000 94,000 7.4% 0.24 3.32
6| 509,000 1,175,000 97,000 8.3% 0.43 5.25
7] 575,000 1,200,000 103,000 8.6% 0.48 5.58
8| 347,000 1,120,000 105,000 9.4% 0.31 3.30
9| 575,000 1,225,000 115,000 9.4% 0.47 5.00
10| 430,000 1,345,000 142,000 10.6% 0.32 3.03
11| 575,000 1,386,000 151,000 10.9% 0.41 3.81
12| 550,000 1,376,000 168,000 12.2% 0.40 3.27
13| 690,000 1,017,000 126,000 12.4% 0.68 5.46
14| 568,000 1,183,000 157,000 13.2% 0.48 3.63
15| 391,000 1,255,000 178,000 14.2% 0.31 2.20
16| 520,000 1,282,000 186,000 14.5% 0.41 2.80
17| 275,000 1,172,000 171,000 14.6% 0.23 1.61
18| 594,000 1,315,000 203,000 15.4% 0.45 2.93
19| 565,000 1,049,000 172,000 16.4% 0.54 3.29
20| 577,000 1,280,000 213,000 16.6% 0.45 2.71
21| 700,000 1,176,000 215,000 18.3% 0.59 3.26
22| 650,000 1,050,000 210,000 20.0% 0.62 3.10
23| 545,000 1,017,000 204,000 20.1% 0.54 2.67
24| 700,000 1,250,000 275,000 22.0% 0.56 2.55
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c
(=]
§ Selling Gross Cash Flow Revenue | Cash Flow
§ Price Revenue (SDE) SDE% Multiplier | Multiplier
o (b) (c) (d) d=ec b+c b+d
1 170,000 1,250,000 37,000 2.9% 0.14 4.66
2| 252,000 1,405,000 49,000 3.5% 0.18 5.14
3| 315,000 1,193,000 83,000 6.9% 0.26 3.81
4/ 300,000 1,291,000 90,000 7.0% 0.23 3.33
5 312,000 1,278,000 94,000 7.4% 0.24 3.32
6| 509,000 1,175,000 97,000 8.3% 0.43 5.25
7| 575,000 1,225,000 115,000 9.4% 0.47 5.00
8| 575,000 1,200,000 103,000 8.6% 0.48 5.58
9| 347,000 1,120,000 105,000 9.4% 0.31 3.30
10| 430,000 1,345,000 142,000 10.6% 0.32 3.03
11| 575,000 1,386,000 151,000 10.9% 0.41 3.81
12| 550,000 1,376,000 168,000 12.2% 0.40 3.27
13| 690,000 1,017,000 126,000 12.4% 0.68 5.46
14| 568,000 1,183,000 157,000 13.2% 0.48 3.63
15| 391,000 1,255,000 178,000 14.2% 0.31 2.20
16| 520,000 1,282,000 186,000 14.5% 0.41 2.80
17| 275,000 1,172,000 171,000 14.6% 0.23 1.61
18| 594,000 1,315,000 203,000 15.4% 0.45 2.93
19| 700,000 1,176,000 215,000 18.3% 0.59 3.26
20| 565,000 1,049,000 172,000 16.4% 0.54 3.29
21| 577,000 1,280,000 213,000 16.6% 0.45 2.71
22| 650,000 1,050,000 210,000 20.0% 0.62 3.10
23| 545,000 1,017,000 204,000 20.1% 0.54 2.67
24| 700,000 1,250,000 275,000 22.0% 0.56 2.55

1. Companies with the lowest SDE% have the lowest Revenue Multipliers.
Observations #1-5 have an average SDE% of 5.5%

Observations #1-5 have average Revenue Multiplier of 0.21
2. Companies with the highest SDE% earn the highest Revenue Multipliers.

Observations #20-24 have an average SDE% of 19%
Observations #20-24 have average Revenue Multiplier of 0.54

Simple Logic: The more profitable the business, the higher its revenue multiplier.

2 NACVA and the CTl's Ft. Lauderdale, Florida | December 10-11, 2019
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Relationship Between

Revenue

Cash Flow & Revenue Multipliers SDE% Multiplier

2.9% 014 |1

3.5% 018 |2

6.9% 0.26 |3

7.0% 023 |4

070 - ~ 7.4% 024 |5

o 8.3% 043 |6

0.60 1 . 9.4% 0.47 |7

= . o > 8.6% 0.48 |8
= 050 - 9.4% 031 |9
£ :0 YA A 10.6% 0.32 |10
= 040 - ®* o o 10.9% 0.41 |11
= 12.2% 0.40 |12
E 030 - ** o 12.4% 0.68 |13
= * 13.2% 0.48 |14
> 0.20 o ¢ 14.2%, 0.31 |15
>~ 14.5% 041 |6
¢ 14.6% 0.23 |17
010 15.4% 045 |18
18.3% 0.59 |19
e s 2 £ 2 2 £ 2 £ £ £ 16.4% 0.54 |20
SR - - - 16.6% 0.45 |21
- o T T T 8w 20.0% 0.62 |22
SDE % 20.1% 0.54 |23
22.0% 0.56 |24
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Relationship Between

Revenue
Cash Flow & Revenue Multipliers SDE% Multiplier
2.9% 0.14 |1
3.5% 018 |2
6.9% 0.26 |3
7.0% 0.23 |4
70 y=2.06x+0.15 7.4% 0.24 5
R2=053 N 8.3% 0.43 6
0.60 1 9.4% 047 |7
= 8.6% 0.48 |8
= 0.50 - 9.4% 0.31 |9
-E‘ 10.6% 0.32 |10
S 040 - 10.9% 0.41 |11
= 12.29%, 0.40 |12
g 0.30 - 12.4% 0.68 13
S 13.2% 0.48 |14
> 14.2% 0.31 |15
@ 0.20 -
(= 14.5% 0.41 16
14.6% 0.23 |17
010 1 15.4% 045 |18
18.3% 0.59 |19
0.00 B 16.4% 0.54 |20
S &8 & & & & & & & & 8 16.6% 0.45 121
™~ =t [(e] [+a] (] ™~ =T [(e] [+a] (] ~
- - - - - o o 20.0% 0.62 |22
SDE % 20.1% 0.54 |23
22.0% 0.56 |24
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Relationship Between
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Revenue

Cash Flow & Revenue Multipliers SDE% Multiplier

2.9% 0.14 |1

3.5% 018 |2

6.9% 026 |3

7.0% 0.23 |4

70 * y=2.06x+0.15 7.4% 024 |5
R2=0.53 8.3% 0.43 6

0.60 - ¢ 9.4% 047 |7

= ¢ 8.6% 048 |8
— 0.50 - 9.4% 0.31 |9
% 10.6% 0.32 |10
B gag e g - 10.9% 0.41 |11
= 12.2% 040 |12
S 030 - Median 12.4% 0.68 |13
= Multiplief 13.2% 0.48 14
S o . 14.2% 0.31 |15
I~ ' IS 14.5% 0.41 |16
14.6% 0.23 |17
0-10 15.4% 045 |18
18.3% 0.59 |19
e s 2 £ 2 2 2 2 2 2 2 16.4% 0.54 |20
I - S - T - - - - S 16.6% 0.45 |21
- s 7 7 7 e o 20.0% 0.62 |22
SDE % 20.1% 0.54 |23
22.0% 0.56 |24
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Relationship Between

Revenue
Cash Flow & Revenue Multipliers SDE% Multiplier

2.9% 014 |1

3.5% 0.18 |2

6.9% 026 |3

7.0% 023 |4

0.70 1 Subject's P y=2.06x+0.15 7.4% 0.24 |5

s 2_ o,

0.60 Predicted RE= 0'530 8'30" 0.43 6

= / Multiplier * 9.4% 0.47 |7

= )2 s o ¢ 8.6% 048 |8
= 050 - 9.4% 031 |9
§ : ¢ ¢ e 10.6% 032 |10
= 040" * & 10.9% 0.41 11
= \ 12.2% 040 |12
€ ga0. . ® . Medtian 12.4% 0.68 |13
E ” Multiplie L 1 32 A) 048 14
% 020 ¢ ¢ 14.2% 031 |15
=4 ' . 14.5% 0.41 |16
* Su])ject”s 14.6% 0.23 17
0.10 1 Actual 15.4% 0.45 |18
SDE% \ 18.3% 059 |19
000 T L - T s r - i : - 16.4% 0.54 |20
166% | | 045 |
-t T 7 7 s A 20.0% 0.62 |22
SDE % 20.1% 0.54 (23
22.0% 0.56 |24

Revenue = $1,200,000
Cash Flow=  $220,000 SDE% = 18.3%
Multiplier =2.06 x SDE% + 0.15
=2.06x.183 +.15
Revenue Multiplier = 0.53
Estimated Value = $632,376
Value using 0.42 Median = $508,833
Value Using .34 Harmonic Mean= $408,000
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Using Standard Error to
Identify Outliers
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Revenue Multiplier

Page 14
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® Py
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o
X 4 .
*
.
S\a .00\0 3\0 S\a 5\0 6\0 $\c. 5\0 6\0
» © A SR e

SDE% Multiplier
2.9% 0.136 |1
3.5% 0.179 |2
6.9% 0.264 |3
7.0% 0.232 |4
7.4% 0.244 |5
8.3% 0.433 |6
9.4% 0.469 |7
8.6% 0.479 |8
9.4% 0.310 |9
10.6% 0.320 |10
10.9% 0415 |1
12.2% 0.400 |12
12.4% 0.678 |13
13.2% 0.480 |14
14.2% 0.312 |15
14.5% 0.406 |16
14.6% 0.235 |17
15.4% 0.452 |18
18.3% 0.595 |19
16.4% 0.538 |20
16.6% 0.451 |21
20.0% 0.619 |22
20.1% 0.536 |23
22.0% 0.560 |24
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8 c () E F H J
1 Page 14
2 Using Standard Error to
3 Identify Outliers __SDE% | | Muitiplier Yol
4 2.9% 0.136 Ny,
5 3.5% 79 g
6 Revenue Multiplier 6.9% 0.
7 080 7.0% 0.232
8 7.4% 0.244
9 o 1 ~ 8.3% 0.433
10 i 9.4% 0.469
1 040 1 - 8.6% 0.479
12 e 9.4% 0310 [ ox ]
13 1 ase 1 Te ~ 10.6% 0.320 Input Y Range: $184:80827 +
14 ~ e 10.9% 0.415
15 040 | te o 122% 0.400 ‘ Cancel
16 12.4% 0.678 Input X Range: SHSA:SHS27 +
17 030 ~ 2o 13.2% 0.480 e
18 ? ~ 14.2% 0.312 . o :
19 020 4 » 14.5% 0.406 L Labels L Constant is Zero
20 * 14.6% 0.235 M ' . g5
21 010 + 15.4% 0.452 L Confidence Level: %
2 18.3% 0.595
23 000 4 16.4% 0.538 Output options
24 F & & & & &8s 16.6% 0.451
25 < < < » - 20.0% 0.619 ® Qutput Range: LS 4+
26 oE% 20.1% 0.536
27 | 220% 0.560
Residuals
iv] Besiduals [ Residual Plots

("] standardized Residuals [ Line Fit Plots

Identify where output starts

Printout Residuals

Print a Chart like the one above

Ft. Lauderdale, Florida | December 10-11, 2019

© 2019 National Association of Certified Valuators and Analysts® (NACVA®). All rights reserved. 15

NACVA and the CITlI's

Financial Valuation SuperConference




Page 16 SUMMARY OUTPUT
Using Standard Error to

Identify Outliers SDE% Multiplier Regression Statistics
2.9% 0.136 |1 Multiple R 0.73
. 3.5% 0179 |2 R Square 0.53
Revenue Multiplier 6.9% 0264 |3  Adjusted R Square 0.51
0.80 7.0% 0.232 |4 Standard Error 0.10
y=2.06x+0.15 7.4% 0.244 |5 Observations 24
0.70 = R?=0.53 8.3% 0433 |6
9.4% 0.469 |7 ANOVA
0.60 -2 8.6% 0.479 |8 df SS
5 * > * 9.4% 0.310 |9 Regression 1 0.25881333
= 050 o 10.6% 0.320 |10 Residual 22 0.2300191
2 :‘ (X 10.9% 0.415 |11 Total 23 0.48883243
£ 040 ® . 12.2% 0.400 |12
§ / 12.4% 0.678 |13 Coefficients  Standard Erroi
2 0.30 . ® * 13.2% 0.480 |14  Intercept 0.15 0.05500458
= " * 14.2% 0.312 |15 X Variable 1 2.06 0.41446264
0.20 14.5% 0.406 |16
S 14.6% 0235 |17
0.10 15.4% 0.452 |18
18.3% 0.595 |19 RESIDUAL OUTPUT
0.00 : : : : : : : 16.4% 0.538 |20
S P L - A & 16.6% 0.451 |21 Actual Value Predicted Value Residuals
' ~ © & g ) N4 g b 20.0% 0.619 |22 0.136 0.21 -0.08
SDE% 20.1% 0.536 |23 0.179 0.22 -0.05
22.0% 0.560 |24 0.264 0.30 -0.03
0.232 0.30 -0.06
0.244 0.30 -0.06
0.433 0.32 0.1
0.469 0.35 0.12
0.479 0.33 0.15
0.31 0.35 -0.04
0.32 0.37 -0.05
0.415 0.38 0.04
0.4 0.40 0.00
0.678 0.41 0.27
V.40 U4 v.uv
0.312 0.45 -0.13
0.406 0.45 -0.05
0.235 0.45 -0.22
0.452 0.47 -0.02
0.595 0.53 0.07
0.538 0.49 0.05
0.451 0.50 -0.05
0.619 0.57 0.05
0.536 0.57 -0.03
0.56 0.61 -0.05
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Page 17 SUMMARY OQUTPUT
Using Standard Error to

Identify Outliers SDE% Multiplier Regression Statistics
2.9% 0.136 |1 Multiple R 0.55
. e 3.5% 0.179 |2 R Square 0.30
Revenue Multiplier 6.9% 0.264 |3 Adjusted R Square 0.25
0.80 7.0% 0.232 |4 Standard Error 0.12
y=2.06x+015 7.4% 0.244 |5 Observations 18
0.70 R*=0.53,-7 8.3% 0.433 |6
Cowtions — " Pt 9.4% 0.469 |7  ANOVA
0.60 e e 8.6% 0.479 |8 df SS
. \ //' * s * 9.4% 0.310 |9 Regression 1 0.0910092
= 050 PO £ = T 10.6% 0.320 (10 Residual 16 0.21510621
S bt /. P 10.9% 0.415 |11 Total 17_0.30611541
2 0.40 e ® gl 12.2% 0.400 |12
§ //' /i’/" 12.4% 0.678 (13 Coefficients  Standard Erroi
E 030 | _-" L3 * ’,- * 13.2% 0.480 (14 Intercept 0.16 0.08099227
= )<’,_,/’ \. 14.2% 0.312 |15 X Variable 1 1.97 0.75680562
0.20 X : 14.5% 0.406 (16
,’/' 14.6% 0.235 |17
0.10 ; 15.4% 0.452 (18
i Standard Error ! 18.3% 0.595 |19  RESIDUAL OUTPUT
0.00 . . T . : : : 16.4% 0.538 (20
8e N e 8F & 8e &° &° & 16.6% 0.451 (21 Actual Value Predicted Value Residuals
) ™ © o N ~ ¥ e » 20.0% 0.619 (22 0.136 0.22 -0.08
SDE% 20.1% 0.536 (23 0.179 023 -0.05
22.0% 0.560 (24 0.264 0.30 -0.03
0.232 0.30 -0.06
0.244 0.30 0.06
0.433 0.32 0.11
0.469 0.34 0.12
0.479 0.33 0.15
0.31 0.34 -0.03
0.32 0.37 -0.05
0.415 0.37 0.04
04 0.40 0.00
0.678 0.40 0.27
V.40 uv.4L v.vu
0.312 0.44 -0.13
0.406 0.45 -0.04
0.235 0.45 -0.21
0.452 0.46 -0.01
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Page 18 SUMMARY OUTPUT
Removing Outliers with

Reg ression SDE% Multiplier Regression Statistics
2.9% 0.136 |1 Multiple R 0.96
.- 3.5% 0.179 |2 R Square 0.92
Revenue Multiplier 6.9% 0.264 |3  Adjusted R Square 0.92
0.70 7.0% 0.232 |4 Standard Error 0.04
y =2.45x+0.09 7.4% 0.244 |5 Observations 18
0.60 R-022 o 9.4% 0.310 |6
* 10.6% 0.320 |7 ANOVA
¢ * 10.9% 0415 |8 df SS
o0 . 12.2% 0.400 |9 Regression 1 0.3360548
g e 13.2% 0.480 |10  Residual 16 0.02867174
= 040 ® o o 14.5% 0.406 |11 Total 17 0.36472654
3 / 15.4% 0.452 |12
$ 030 * 16.4% 0.538 |13 Coefficients  Standard Erroi
% / 16.6% 0.451 |14 Intercept 0.09 0.02470456
« 0.20 L4 18.3% 0.595 |15 X Variable 1 245 017900424
yd 20.0% 0.619 |16
* 20.1% 0.536 |17
0.10 22.0% 0.560 |18
19 RESIDUAL OUTPUT
0.00 : : : : : : : 20
$\° 5\° §\° $\° 5\° §\° 5\° 5\@ 5\° 21 Actual Value Predicted Value Residuals
© ” © R M 22 0.136 0.16 -0.02
SDE% 23 0.179 017 0.01
24 0.264 0.26 0.01
0.232 0.26 -0.03
0.244 0.27 002
0.31 0.32 -0.01
0.32 0.35 -0.03
0.415 0.35 0.06
04 0.39 0.01
048 0.41 0.07
0.406 0.44 -0.04
0.452 0.47 -0.01
0.538 0.49 0.05
v.4u il V.4 V.Ut
0.595 0.53 0.06
0.619 0.58 0.04
0.536 0.58 -0.04
0.56 0.63 -0.07
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Page 19
Removing Outliers with

Regression SDE% Multiplier
2.9% 0.136
- 3.5% 0.179
Revenue Multiplier 6.9% 0.264
0.70 7.0% 0.232
y = 2.451x + 0.087 7.4% 0.244
0.60 R*=0-92'1 * 9.4% 0.310
. 10.6% 0.320
050 14— S~ Subject's M B 10.9% 0.415
. Predicted * 12.2% 0.400
2 Multiplier ‘e 13.2% 0.480
£ 0.40 = * 14.5% 0.406
3 15.4% 0.452
$ 030 16.4% 0.538
2 16.6% 0.451
= 18.3% 0.595
' 20.0% 0.619
* . fub]Jeqc;;'Fso 20.1% 0.536
0.10 CUE ! 22.0% 0.560
\
0.00 T T T T T 1 T
S F L S & S
~ N ~ v v

SDE%

Revenues = $1,200,000
Cash Flow=  $220,000 SDE% = 18.3%

Multiplier = 2.45 x SDE% + 0.087
=2.45x18.3% + 0.087

Multiplier = 0.54
Estimated Value = $648,000
Value using 0.42 Median = $508,833
Value using 0.49 Upper Quartile = $592,935

NACVA and the CTl's Ft. Lauderdale, Florida | December 10-11, 2019

Fan nC]OI VOlU O'I'Ion SU perconference © 2019 National Association of Certified Valuators and Analysts® (NACVA®). All rights reserved. 19




Page 20

H H 1 Cash Flow
Cash Flow Multiplier Regression SDE Multiplior
2.9% 4658 |1
3.5% 5143 |2
6.9% 3.808 |3
185 v 7.0% 3.333 |4
7.4% 3.319 |5
460 |- * 8.3% 5247 |6
4.35 9.4% 5.000 |7
2 0 8.6% 5.584 |8
= 9.4% 3.305 |9
S 385 + * 10.6% 3.028 |10
= 360 Py 10.9% 3.808 (11
= 12.29 3.274 |12
’g 3.35 L I SN e 12.4% 5.457 |13
= 3.10 = * 13.2% 3.625 |14
= s . 14.2% 2197 |15
Z s . . 14.5% 2.796 |16
o 260 PY 14.6% 1.608 |17
535 15.4% 2926 |18
i . 18.3% 3.256 |19

. T T T )
toak | | sm

o~ <t w 00 o o~ <t w 00 o o~ - 0 -

- T T T s T 20.0% 3.095 |22
SDE % 20.1% 2672 |23
22.0% 2.545 |24

NACVA and the CTl's Ft. Lauderdale, Florida | December 10-11, 2019

FannC]OI VOlUOTIOﬂ SU perconference © 2019 National Association of Certified Valuators and Analysts® (NACVA®). All rights reserved. 20




Page 21 SUMMARY OUTPUT

H H H Cash Flow ﬂ
CaSh FIOW MUItlpller Reg ression SDE% Multiplier Regression Statistics
2.9% 4658 |1 Multiple R 0.611
3.5% 5143 |2 R Square 0.373
6.9% 3.808 |3 Adjusted R 0.345
A 7.0% 3.333 4 Standard E 0.870
483 7.4% 3319 |5 Observatior 24
460 |- * 8.3% 5247 |6
435 8.6% 5584 |7 ANOVA
S . y=-12.77x +5.14 9.4% 3.305_ 18 : af SS
= - REZ0.37 9.4% 5.000 (9 Regression 1 9.923551
'.%' 3.85 ” " 10.6% 3.028 (10 Residual 22 16.64696
= 560 N 10.9% 3.808 (11 Total 23 26.57051
E ) ¥ 12.2% 3.274 (12
2 3.35 N E 7 P 12.4% 5.457 113 Coefficientstandard Err
=] 310 2 13.2% 3.625 (14 Intercept 5.138 0.467934
= * . 14.2% 2197 |15 X Variable© -12.769 3.525908
=z 28 ¢ 14.5% 2.796 |16
S 20 ST 14.6% 1.608 |17
535 15.4% 2.926 |18
’ - 16.4% 3.287 |19 RESIDUAL OUTPUT
2.10 T T . . . . . T T . 16.6% 2.709 (20
g § & § 8 § g 8§ & & 8 18.3% 3.256 |21 Actual Valueedicted Vali Difference
o~ < (o] [e<] o o~ < [Y+] ©0 o o~
AL B 20.0% 3.095 (22 4.658 4765 -0.107
SDE % 20.1% 2672 (23 5.143 4.692 0.450
22.0% 2.545 |24 3.808 4252 -0.444

3.333 4.247 -0.915
3.319 4.199 -0.879

J 5.247 4.084 1.164

5.584 4.042 1.542
3.305 3.941 -0.636

5 3.939 1.061

3.028 3.790 -0.762
3.808 3.747 0.061
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Page 22 SUMMARY OUTPUT

inli H Cash Flow ﬂ
CaSh FIOW M u Itlp"er RegreSSIOn SDE% Multiplier Regression Statistics
2.9% 4658 |1 Multiple R 0.845
3.5% 5143 |2 R Square 0.715
6.9% 3.808 |3 Adjusted R 0.694
9.4% 3.305 |4 Standard E 0.394
4.85 10.6% 3.028 |5 Observatiot 16
460 |- ® 10.9% 3.808 |6
35 y=-10.51x+4.77 12.2% 3.274 |7 ANOVA
:q.: R2=0.71 13.2% 3.625 |8 df SS
= 4.10 14.5% 2.796 |9 Regression 1 5.437049
.§' 385 + + 15.4% 2926 (10 Residual 14 2.169795
= 260 N 16.4% 3.287 |11 Total 15 7.606844
2 ’ 16.6% 2.709 (12
S 335 * . $ 7 18.3% 3.256 |13 Coefficientstandard Err
= 310 - 20.0% 3.095 (14 Intercept 4770 0.255863
= . . 20.1% 2.672 |15 X Variable©  -10.511 1.774695
.c% 2.85 LI \ 22.0% 2.545 1?
O 2.60 7
18
233 19 RESIDUAL OUTPUT
2.10 r ; ; r ; ; . . . . 20
g § &§ § 8§ B § g & & 8 21 Actual Valueedicted Vali Difference
o~ < w 0 o ~ < w o0 o o~
& = =+ o & N 22 4.658 4.463 0.195
SDE % 23 5.143 4.403 0.740
24 3.808 4.040 -0.232

3.305 3.784 -0.480
3.028 3.660 -0.632
3.808 3.625 0.183
3.274 3.486 -0.213

3.625 3.377 0.248

2.796 3.245 -0.449

2.926 3.147 -0.221
3.287 3.048 0.239
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Page 23 SUMMARY OUTPUT

inli H Cash Flow
Cash Flow MUItlp"er Regressmn SDE% Multiplier Regression Statistics
2.9% 4.658 |1 Multiple R 0.845
3.5% 5143 |2 R Square 0.715
6.9% 3.808 |3 Adjusted R 0.694
9.4% 3.305 |4 Standard E 0.394
485 10.6% 3.028 |5 Observatio 16
460 |-* 10.9% 3.808 |6
435 y=-10.51x-+4.77. 12.2% 3.274 |7 ANOVA
& R*=0.71 13.2% 3.625 |8 df SS
o= 4.10 14.5% 2,796 |9 Regression 1 5.437049
-E" 3.85 & o 15.4% 2926 |10 Residual 14 2.169795
= N 16.4% 3.287 |1 Total 15  7.606844
s 30 16.6% 2709 |12
B 335 & 4 18.3% 3.256 |13 Coefficientstandard Err¢
= 50 A - o 20.0% 3.095 |14 Intercept 4770 0.255863
2 , Median * . v 20.1% 2,672 |15 X Variable -10.511  1.774695
N = 0,
2 Subject's r 3 . \ 22.0% 2.545 |16
© 2.60 Piédicted Subject''s R "
235 Multiplier Actual SDE%. 18
19 RESIDUAL OQUTPUT
210 SN — S 20
g § & & & & § & & & £ 21 Actual Valueedicted Val Difference
o~ < o ] (=] o~ < o ] Q o~
= — - - - 134 ~ 22 4658 4.463 0.195
SDE % 23 5143 4403 0740
24 3.808 4.040 -0.232
3.305 3.784 -0.480
Revenues = $1,200,000 3.028 3.660 -0.632
Cash Flow = $220,000 SDE% = 18.3% ) 3.808 3.625 0.183
3.274 3.486 -0.213
Multiplier =-10.51 x SDE% + 4.770 3.625 3.377 0.248

=-10.51x18.3% + 4.77 2796 3945 -0.449

Cash Flow Multiplier = 2.84 2.926 3147 0221
3.287 3.048 0.239
Estimated Value = $624,800 Reasonably Similar 2709 3021 -0.312
i ian = Values
Value Using 3.30 Median = $725,139 3956 2 849 0.407
Revenue Multiplier = 0.54 3095 2667 0428
2672 2.661 0.010
Estimated Value = $648,000 2.545 2457 0.088
Value using 0.42 Median = $508,833 0
0
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PASTING CHARTS TO A WORD DOCUMENT Page 24

Paste Special . . ? X
P ‘—I Use Paste Special option
Source: Microsoft Excel Chart

CAUsers\FrechDocuments\1 Sunbelt\1 Appraisals\3-Data-Aticles-Research\g-Presen...

Copy a chart from your Excel

as:

e [Micosof bxel Chat et ) ey v file and paste to your Word
® Paste il Picture (Windows Metafile)
e Template
\ Word document will update when
you change data on the Excel table
Result
@ Inserts the contents of the Clipboard as shapes.

Paste Link creates a shortcut o the source file.Changes tothe source file willbe efiected in your YOUR EXCEL TEMPLATE AND THE MATCHING

= WORD DOCUMENT MUST ALWAYS BE CREATED
= ][ a= AND UPDATED IN THE SAME FOLDER.
“*—| Use Paste Special
Source:  Microsoft Excel -
Ranc2 Copy Text from Your Excel File
& and Paste to your Word
O paste: Microsoft Excel Worksheet (code) Object [ Displayas icon
Orase o fomateliatin Template
Picture (Windows Metafile)
Bitmap
Word Hyperlink
HTML Format
Unformatted Unicode Text

Result

Inserts the contents of the Clipboard as text without any formatting.
)

Paste Link creates a shortcut to the source file. Changes to the source file will be reflected in your

document.

‘W Optins

= O Automatically update Word-to-
: Excel links when printing

Avoid accidentally printing a Word
document when Excel links have not
been updated
File\Options\Display\"Update Linked Data before Printing"

You can also Manually update any link by
selecting the link and hit F9 on the
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Page 25

Issues to Be Aware of When Using SDE% to Predict Multipliers

. Use a Narrow Revenue Range in the Selected Sample

EXHIBIT | Size Effect on NMultipliers and SDE Profit Margin
a. Revenue Multipliers and Croes -
Cash Flow Multipliers Tend to Total Sales cash PN | Revenue | Margin
Increase as Revenue Increases ’ Muttiplier | {SDE%)
Total Median
Transactions Sales Range Sales Median Median Median
b. SDE% Tends to Decrease 3,595 $0-$500,000 241,197 211 0.50 24.7%
as Revenue Increases 1,387 $500,000-$1,000,000 693,701 2.51 0.44 18.4%
897 $1,000,001$2,000,000 | 1,375,624 2.77 0.44 15.6%
As companies grow, they add 545 $2,000,001-$5,000,000 | 3,097,922 2.96 0.45 14.7%
more layers of bureaucracy. 143 $5,000,001-66,000,000 | 6,305,046 3.95 0.53 13.3%
Thus, a portion of the increased 242 $8,000,001-$25,000,000 | 13,856,490 487 0.66 14.6%
profits is diverted to pay these 284 $25,000,001+ 65,568,925 6.28 0.64 11.4%
salaries, which decreases profit Overall Totals
margins. 7,144 All Transactions | 772,200 2.50 0.48 20.2%

c. A small homogeneous sample of 15 to 25 observations will generally be
much more statistically relevant than a large diverse sample.

ll. Don't Use Comps with Cash Flow Multipliers > 10 or Negative

Companies with Cash Flow Multipliers > 10 or negative are unprofitable companies.
Unprofitable companies do not conform to our premise of value - on-going concerns.

These companies are sold on the basis of their ASSET VALUES not their cash flow.

Using these companies in your sample will significantly skew the statistical analysis.
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Page 26

Selling Gross cash Revenue | Cash Flow lll. Inventory, Fixtures and Equipment
Price Revenues | | Flow (SDE) SDE% | Multiplier | Multiplier Inventory Fixtures
(b) () (@) d*c | b+c | b+d () ) Include Inventory and FF& E in your Table

1 175,000 1,050,000 30,000 2.9% 0.17 5.83 55,000 125,000 |nventory or Fixtures can distort Multipﬁers_

2 200,000 950,000 45000\ | 4.7% 0.21 4.44 53,000 300,000

3 225,000 875,000 50,000| | 57% 0.26 4.50 12,000 688,000 If your Subject carries inventory and/or has

4 201,000 877,000 55,000 | 6.3% 0.23 3.65 142,000 102,000 fixtures, so should your comparables.

5 205,000 774,000 50,000 | 6.5% 0.26 4.10 25,000 47,000

6 300,000 979,000 67,000 | 6.8% 0.31 4.48 30,000 36,000 Reject comparables with blanks or zeros

7 415,000/ | 1,490,000 110,000 | 7.4% 0.28 3.77 35,000 144,000 but try not to let sample size fall below 15.

8 650,000 | 1,279,000 125,000 | 9.8% 0.51 5.20 15,000 516,000 . .

9 425000 | 1,113,000 110,000 | 9.9% 0.38 3.86 43,000 419,000 You may need to increase your SIC range or slightly
10 350,000 876,000 100,000| | 11.4% 0.40 3.50 12,000 500,000 increase your revenue range to get a big enough
1 205,000 774,000 95000 | 12.3% | 0.26 2.16 38,000 67,000 sample.

12 775,000 975,000 175,000 | 17.9% | o0.79 4.43 25,000 25,000
13| ass000/ | 1,205,000 255000| | 212% | o040 | 190 || 100,000 5,000 The regression analysis will usually identify these

14 220,000 550,000 125,000( | 22.7% 0.40 1.76 20,000 250,000 outliers which should be removed from sample.
15|  1,200,000| | 1,000,000 250,000\ | 25.0% | 1.20 4.80 50,000 1,000,000
16 285,000 572,000 157,000| | 27.4% | 050 1.82 25,000 150000 V. Stock Sales
17 275,000 505,000 169,000 | 33.5% | 0.54 1.63 90,000 250,000
18 725,000| | 1,156,000 391,000 | 33.8% | 0.63 1.85 82,000 168,000 The selling price of a Stock Sale is calculated
19 565,000 959,000 325,000 | 33.9% 0.59 1.74 20,000 353,000 differently than an Asset Sale.

34.3% | 0.67 1.94 .
| ssoooo| | nzzzo | senooo| | #swe | ors | s || rerams] zseaa Often Includes receivables, Gash, other assets, and
22 925,000| | 1,021,000 459,000 | 45.0% | 091 2.02 30,000 354,000 Transactions with ASSUMED LIABILITIES.
23| 1,050,000{ | 1,220,000 572,000| | 46.9% | 0.86 1.84 20,000 150,000
490,000( | 962,000 196,000 Average| 0.50 317 48,000 2630000 V. Transactions with Real Estate
Median |  0.40 3.50 Buyers and sellers often agree to increase the real
Harmonic Mean|  0.38 2.62 estate price allocation and decrease the business price
Avorage|| 047 210 allocation to get better financing.
Multipliers without Median|  0.40 B
Comp #15
Harmonic Mean|  0.37 2.57
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Page 27

SELECTING THE SAMPLE

Summary of Preliminary Filtering Criteria

1. Use the narrowest range of revenues as possible consistent with a sample
size of 15 to 25. If the sample size is too small, increase the range
of SIC classifications first before increasing the revenue range.
2. If your Subject has inventory and fixtures, select comparables that do too.
3. Reject all comparables with Cash Flow Multipliers > 10 or negative.
4. Reject all Stock Sales that can't be reconciled to an Asset Sale.

5. Reject all transactions with assumed liabilities.

6. Reject all transactions with real estate also sold.
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Exhibit |
Average Average Average .
Date Range Revenue | Cash Flow SDE% RECESSION VS. REGRESSION
From To Count Multipliers | Multipliers | (SDE/Rev)
1-1-1999 12-31-1999 339 0.566 2.908 22.9%
Recently, there have been some
1-1-2000 12-31-2000 327 0.580 3.144 21.9% - - .
112001 15312001 3 == = s concerns raised within the appraisal
112000 19-31-2002 oan e ACET SaT% commumty that the recession has
1-1-2003  12-31-2003 519 0.570 2.975 23.8% produced a significant amount of
1:1.2004 12-31-2004 608 0.576 3.014 53.7% volatility in transactional multipliers
1-1-2005  12-31-2005 770 0.587 3.058 23.9% during the last five to seven years
1-1-2006  12-31-2006 777 0.589 3.049 23.6% which may skew one’s results when
1-1-2007  12-31-2007 896 0.577 2.832 25.3% employmg the market approach[1]. To
1-1-2008 12-31-2008 1221 0.556 2.541 26.6% test that theory I assembled a sample of
1-1-2009 12-31-2009 850 0.561 2.437 27.9% transactions obtained from the Pratt’s
1-1-2010  12-31-2010 960 0.528 2.206 28.7% Stats database. The sample was
1-1-2011 12-31-2011 887 0.552 2.426 26.9% filtered for all transactions between
1-1-2012 12-31-2012 989 0.525 2.355 27.0% 1999 ﬂll‘()llgh 2013 with revenues
1-1-2013 12-31-2013 1067 0.551 2.411 26.6% . 11
under $3 million. Stock sale
1-1-2014 12-31-2014 1183 0.572 2.489 27.3% . L
transactions were eliminated, as were
1-1-2015 12-31-2015 1170 0.548 2.539 25.5% . . .
2016 Ty 319016 1357 R s e companies with breakeven or negative
112017 12-31-2017 1098 0.580 2.667 24.7% cash flow.
0
Average_ 0.561 268 25'405 The Revenue Multipliers and Cash
il 246 23.9% Flow Multipliers were calculated from
Upper quartile  0.576 2.92 26.7% | h i P . ller®
Source: 17,129 Transactions taken from Pratt's Stats Database i each transaction’s revenues, seller’s

discretionary earnings (SDE, or cash
flow), and selling price. The data was

Exhibit II sorted by the year in which the sale
took place and the resulting median
value of the multipliers from each year

iis 3.14 Cash Flow Multipliers was determined. _The }‘est}lti.ug sample
30 13.06 3.05 of 17.129ransactions is listed on the

table in Exhibit I above

As we expected from our mitial
discussion of the effects of time on
multipliers we find that the Revenue
Multipliers have been relatively stable
over time. From the top table in
Exlibit I we observe that the average
Revenue Multiplier over the last

2.15 : nineteen years was .561. The lower
FEFELELELLELSL ST T e s Rovenns witilin
fluctuate within a narrow range from
Revenues Between $1 and $3,000,000 year to year and using comparables
Average Cash Flow Multipliers that are several years old should not

Source:17,129 Transactions taken from Pratt's Stats Database mappropriately skew our results.
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Exhibit Il
CASH FLOW MULTIPLIERS FROM 1999 TO 2017 Cash Flow Multipliers, however,
have fluctuated significantly over the
years. Exhibit II is a visual
7 presentation of the data from the
SDE% Vs. SDE MUItlpllers table. The graph clearly shows that
Cash Flow Multipliers (SDE) have
y= -14.395x+ 6.3293 declined significantly since the start
RZ =0.8625 of the recession. One’s initial
reaction is that appraisers should only
L J use multipliers exhibited during the
most recent years to account for this
attrition. Toby Tatum advanced an
approach where an index would be
created that reflects the current level
of the multiplier with respect to its
long-term average. The index would
then be applied to the Subject's
calculated multiplier to adjust it to
150 ! ' T N ' 4 v the current trend. A third alternative
21.5% 22.5% 23.5% 24.5% 25.5% 26.5% 27.5% 28.5% involves the wuse of regression
analysis which will allow us to use
Revenues Between $1 and $3,000,000 transactions over the last fifteen

Average Cash Flow Multipliers years togardless! of the lovel iof
i , multipliers any one year.
Source: 17,129 Transactions taken from Pratt's Stats Database

*e
2.50 (e
Regression

Cash Flow Multiplier

2.00

As was discussed during the presentation, there is a moderate correlation between a company’s Cash Flow Multiplier and its
operating profit margin. [The operating profit margin (SDE%) is calculated by dividing a company’s SDE (cash flow) by its
total revenues.] By using regression analysis we can plot the above sample’s average SDE% values against the corresponding
Cash Flow Multipliers for each year. Exhibit M gives a visual presentation of the resulting regression analysis.

The regression line shows that the level of a company’s profitability, as measured by SDE%, closely tracks its Cash Flow
Multiplier. This fact is underscored by the regression analysis’ very high R squared factor of 0.862. An R squared of 1.0
would mean there is a perfect correlation between Cash Flow Multipliers and SDE% whereas an R squared of 0.0 would
mean there is no correlation.

Predicting 2010 Cash Flow Multiplier:
Y =-14.395 x SDE% + 6.3293
Y =-14.395 x .287 + 6.3293 =2.19
Actual average Multiplier = 2.206

Predicting 2006 Cash Flow Multiplier:
Y =-14.395 x .236 + 6.3293 = 3.19
Actual average Multiplier = 3.05

Analysis: The search criteria used by the Appraiser when selecting guideline companies from the various databases,
therefore, does not need to exclude transactions based on the timing of the sale when using each comparable’s SDE% will be
used to estimate the Subject’s Cash Flow Multiplier.
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P | . | R . L Cash Flow
olynomial hegression Line Multiplier SDE%
1 4.400 2.9%
2 4.500 3.5%
4.60
. 3 3.950 5.0%
4.40 @ 4 3.600 7.0%
5 3.500 7.4%
5 6 3.600 8.3%
&2 X y = -4.3505x + 4.1573 . .
S, 4.00 R? = 0.4532 7 4.100 8.6%
= \‘\ 8 3.700 9.4%
2: 3.80 9 4.100 9.4%
. = 10 | 3.600 10.6%
= 3.60 Y - * * * 11 3.500 10.9%
[ S = ¢ . 12 3.440 12.2%
fvg 3.40 IR . 13 3.300 12.4%
O o ® o 14 3.400 13.2%
320 15 3.300 14.2%
16 3.300 14.5%
3.00 : : : : : : . . . : 17 3.400 14.6%
X R ® R R O R X X XX 18 3.400 15.4%
o o o o o o o o o o o
N < ) o0 S N s g % S N 19 3.600 16.4%
20 3.300 16.6%
SDE % 21 3.550 18.3%
22 3.400 20.0%
23 3.600 20.1%
24 3.500 22.0%
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Pol ial R . Lj Cash Flow
olynomial nhegression Line Multiplier SDE%  SDE%?
1 4.400 2.9% | 0.00085
2 3.950 50% | 0.00250
4.60
y =60.051x2- 18.815x + 4.8297 3 3.600 8.3% 0.00682
4.40 |- & R'.%.0.2026 4 3.700 9.4% | 0.00879
\ 5 3.600 10.6% | 0.01115
g \ s | 3500 10.9% | 0.01187
B a0 7 3.440 12.2% | 0.01491
= *\ 8 3.300 12.4% | 0.01545
5 250 9 3.400 13.2% | 0.01755
. \, 10 | 3.300 14.2% | 0.02012
2 e N R T 3.300 14.5% | 0.02105
= \ * A 12 | 3.400 14.6% | 0.02130
F a0 “oe 2 13 | 3.400 15.4% | 0.02383
S . w s 14 | 3.300 16.6% | 0.02769
120 15 | 3.550 18.3% | 0.03340
16 | 3.400 20.0% | 0.04000
100 | 17 | 3.600 20.1% | 0.04024
2 O0® ¥ ¥ ¥ ¥ ¥ ¥ ¥ ¥ x 18 3.500 22.0% 0.04840
TEEEEEEEEE S °
20
SDE % 21
22
23
24

Revenue  $1,200,000

SDE $260,000

SDE% 21.7%

Polynomial Regression Multiplier 3.57
Value $928,200

Linear Regression Multiplier 3.22
Value $836,550

Median 3.470
Value $902,200
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VALUATION TEMPLATE

E Page 32
ABC Plumbing Company Sort By “
Selling Gross Cash Flow Revenue | Cash Flow SDE% Data Entry Instructions
Price Revenues (SDE) Inventory | Fixtures SDE% Multiplier | Multiplier e . .
(b) (c) (d) (e) (f d+*c b+c b+d s 1) Enter Comparable data in appropriate columns
1 850,000 1,395,000 202,000 10,000 10,000 14.5% 0.61 421 Inventory | |2) Click "HIDE" or "SHOW" buttons as desired.
2 860,000 1,415,000 214,000 10,000 10,000 15.1% 0.61 4.02 Colmn
3 665,000 730,242 125,887 50,000 565,000 17.2% 0.91 5.28 Hide 3) Click "SORT BY SDE%" button
4 450,000 785,955 153,143 136,502 132,104 19.5% 0.57 294 Fixtures
5 995,000 1,673,000 329,000 651,000 125,000, 19.7% 0.59 3.02 SEIIED 4) GO TO the "REGRESSION" worksheet
6 1,120,000 1,629,000 330,000 700,000 20,000, 20.3% 0.69 3.39 Click on "REFORMAT CHARTS" button at top of worksheet.
7 550,000 662,242 147,272 15,000 110,000, 22.2% 0.83 3.73 22?;'.”;.32 Click "Revenue Curved" or "Cash Flow Curved" buttons as desired.
8 708,891 1,495,046 367,516 163,837 72,612 24.6% 0.47 1.93
9 750,000 908,000 228,000 7,808 16,191 251% 0.83 3.29 5) GO TO the "VALUATION" worksheetand enterin your company's data.
10 520,000 538,871 141,459 3,705 231,060, 26.3% 0.96 3.68
1 1,330,000 1,600,000 439,000 125,000/ 1,100,000, 27.4% 0.83 3.03
12 750,000 807,000 237,000 400,000 100,000, 29.4% 0.93 3.16
13 340,000 501,995 161,998 71,577 148,422  32.3% 0.68 2.10
14 565,000 1,135,715 383,368 31,889 234,650, 33.8% 0.50 147
15 1,025,000 966,576 329,544 24,144 50,066, 34.1% 1.06 311
16 1,576,466 1,232,034 527,550 194,558 403,433 42.8% 1.28 2,99 CLEAR OLD
17 885,000 830,000 375,000 400,000 100,000,  45.2% 1.07 2.36 DATA
18 1,320,000 1,079,000 490,000 215,000 22,0000 45.4% 1.22 2.69
19 1,300,000 910,000 439,000 195,212 404,787 48.2% 1.43 2.96
20
21
22
23
24
25
26
27
28
29
30
- Revenue Mult |Cash Flow Mult
Avg = 872,798 1,049,982 301,041 188,624 213,629 | SDE% Range Fante Rane
Lower Quartile| 20.0% 0.61 2.82
Median| 26.3% 0.83 3.03
Upper Quartile|  34.0% 1.01 3.54
Average| 28.6% 0.85 312
Harmonic Mean| 25.1% 0.77 2.88
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VALUATION TEMPLATE

FIRST REGRESSION - IDENTIFYING OUTLIERS

Revenue Multiplier Data

Page 33

Cash Flow Multiplier Data

Actual Predicted Predicted Cash Flow Multiplier Actual Predicted | __
Predicted Revenue Multiplier SDE% ipli spiier | DTer=nce SDE% ipli splier | Difference
#1| _145% 0.61 057 0.04 * #1| _145% 421 3.75 0.46
145 . 2| 151% 061 058 0.03 500 w2 151% 402 372 0.30
#| 17.2% 091 063 028 o~ 460 — w3 _172% 528 363 165
0 y =1.85x+0.29 . 71| 195% 0.57 067 0.10 T} y = -4.43x+4.39 2 195% 294 353 -0.59
S s il ¥ w| 197% 059 067 008 5420 18 Re= 0.30 #| 197% 302 352 050
= . 26| 203% 069 069 0.00 .8 26 203% 339 349 010
2 L #7| 22.2% 083 072 011 #1| 22.2% 373 341 032
2 . #5| 246% 047 077 030 #5| 246% 193 330 137
S G 29| 251% 083 078 0.05 #9| 251% 329 328 0.01
3 ' #10] 263% 096 080 016 #10|_263% 368 327 046
S oo #11] 27.4% 0.83 082 0.01 #11] 27.4% 3.03 3.18 015
3 g #12] _204% 003 086 0.07 #12] _204% 316 300 007
[, #13] 323% 068 092 024 #13] _323% 210 296 086
#14] 338% 0.50 095 045 #14] 338% 147 289 142
0.40 #15] 341% 1.06 095 011 #15] 34.1% 311 288 023
o o0 o0 96 db o S8 o0 o b o8 oF #16] 428% 128 112 016 A0 00 O O O O O S8 S d0 S o #16] 428% 299 249 050
ST ST S S #17| 452% .07 117 010 BRI A I S #17] _452% 236 239 0.03
#18] 45.4% 122 118 004 o #18] 45.4% 269 238 031
SDE% #19] 48.2% 143 123 020 SDE% #19] 482% 296 225 071
RSa.= 0.57 RSa.= 0.30
Standard Error Outliers >|_+/- 0.185 Standard Error Qutliers >|_+/- 0.748
Rearession Formula = 1.95 x SDE% * 0.29 Regression Formula = -4.43 x SDE% + 4.39
Subject SDE% = 32.5% Subject SDE% = 32.5%
First Estimated Multiplier=  0.92 First Estimated Multiplier=  2.95
Relevant Comparables Outliers Removed Relevant Comparables Outliers Removed
K . 1| #1| 145% 061 83| 172%| o091 1 el 1| #] 145% 421 #3 172%| 528
Predicted Revenue Multiplier 2| % 151% 0.61 %8| 246%| 047 Predicted Cash Flow Multiplier 2 #| 151% 402 # 246%| 103
1.30 3 & 195% 057 [#13] 323%| 068 4.30 3 &4 195% 294 | #13 323%| 210
y=2.08x+0.29 o .
Bla 4 s 197% 059 [#u| 338%| 050 410 y=317xt 416 4 #| 197% 302 | #1 338%| 147
1.20 5] #6| 203% 069 [#19] 482%| 143 - * R®=0.54 5 #| 203% 339
- 110 6| #1] 222% 083 & 3.90 6| #1] 222% 373
2 . . 7| # 251% 083 B370 7 #] 251% 329
B =
2 1.00 8[#10] 263% 096 5,60 8[#10] 263% 368
s of#11| 274% 083 o[ #11] 274% 303
s 0.90 10[#12| 294% 093 = 330 10 #12] _29.4% 316
© 1[#15] 341% 106 2340 1[#15] 341% 311
2 0.80 12[216] _428% 128 w 12[ %16 _42.8% 299
2 0.70 13[#7] as2% 1.07 G 290 1B[#17] 452% | 238
& 14)#18] 454% 1.22 8 2.70 e —— e 14| #18| 45.4% 269
0.60 15 250 15[ #13] 482% 296
16 ) " 16
0.50 17 2.30 17
o oo o o de o s e e de e 18 de o de o o o o o o oF o o 18|
R A 19 PP E PSS .
o
SDE% 20 SDE% 20
21 2
RSa.= 0.87 22 RSa.= 0.54 2
23 23
Reqression Formula = 2.08 x SDE% + 0.29 24 Regression Formula = -3.17 x SDE% + 4.16 2
25 25
Subiect SDE% = 32.5% 26 Subject SDE% = 32.5% 26
27 7

Predicted Multiplier =|_3.13 |

Predicted Multiplier
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VALUATION TEMPLATE

ABC Plumbing Company

Company Information

Financial Data

Page 34

Date of Valuation /
March 8, 2013 Financial St 1t Date: December 31, 2012 Data Entry
Prepared For: C. Fred Hall, lil Annual Revenues = $1,203,000 SDE% Instructions
Company Name: ABC Plumbing Company Cash Flow (SDE) = $391,000 32.5%
Address: 123 Any Street Current Inventory = $3,400
City, State: Anytown, CA Current Fixtures = $350,000
SIC Code: 1711 [ Plumbing Contractors
Statistical Analysis of Sold Comparables
ABC Plumbing Company's SDE % is 32.5% Revenue Cash Flow L
The Subject is between the Mid to Upper Range of SDE%. Muttiplier Range | Multiplier Range
The Lowest 16%of Companies have SDE%of Less Than 17.1% = 0.64 3.62
The Mid Range of Companies have SDE%of 27.6% = 0.86 3.23
The Highest 16%of Companies have SDE%of More Than 38.2% = 1.08 2.95 Values Using Other Methodologies

(From Samples Worksheet)

REVENUE MULTIPLIER VALUE E Revenue Multipliers

Regression Formula: SDE% x 2.08 + 0.288 = .0.97 Median Harmonic Mean

RSq.=0.87 0.83 0.77

Multiplier Revenue Predicted Value Weight Weighted Value x 1,203,000 x 1,203,000
0.97 X $1,203,000 = $1,167,000 x 61.7% = $720,582 $998,490 $926,310
CASH FLOW MULTIPLIER VALUE Cash Flow Multipliers
Regression Formula: SDE% x -3.172+4.159 = 3.13 Median Harmonic Mean

RSq.=054 3.03 2.88
Muiltiplier Cash Flow Predicted Value Weight Weighted Value x 391,000 x 391,000
3.13 X $391,000 = $1,223,800 x 38.3% = $468,146 $1,184,730 $1,126,080

. . . Average of Above Multiplier Values
Probable Selling Price Including Inventory = $1,190,000

$1,091,610 $1,026,195

Spread between Above Multiplier Values
$186,240 $199,770

Spread between Regression Values
$56,800
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VALUATION TEMPLATE Page 35

REGRESSION TEMPLATE FIRST REGRESSION - IDENTIFYING OUTLIERS.
Ravence s
'ABC Plumbing Company Prdted Revease Wi I EXRSCH S i R ABC Plumbing Company
Gro [ [ Camrow o T - e ] Company Information Financial Data
st o st ! 5 e of Vatuation T
. Varen 8. 2013
| i [ mese o ey
t ”M + 125887 Company Name: ABC Plumbing Company Cash Flow (SDE) =
85855 | 153,143 Address: 123 Any Street =
e s — ey, State: ca ‘Current Fixtures. =
:m . - - SIC Code: 711 Contractors
s82242 | 412m2 FEEFEEEFTESE FELEFETTFETS ‘Statistical Analysis of Sold Comparables
ASS.006 | 367548 544 ]
908,000 - T = 3
53881 41459 Rig= 087 T T LI ) ABC Plumbing Company's SDE % is 32.5% L Cosh Fiow
"::‘a [ :;m Sandard Error Outhers > [SEATHE) T T Sandard Error Outiens >[ o1 474 The Subject is between the Mid 1o Upper Range of SDE%. Mmpler Ringe Mungier Range.
v et [ Regrossion Formula = 1.96 x SO% + 023 — 1 Regrossion Fomda 443x S0€% + 439 The Lowest 185 of Companies have SOE%cf Lass Than 17.1% = [ ]
e eng v Ty = e Mg Range o Compuneshave SOt 2T6% = | 088 | 3;
123200 | 52150 i —1 t e - 20 o host 104 of Companis e 06 ot e Tam. 0% = | 108 | 298
000 000 1
1320000 | A0TO000 | 480000 WITH OUTLIERS
M i REVENUE MULTIPLIER VALUE
an J | i PR Rt Mol Pradiensd Cosh B b Rogression Formula: SDE% x 2.08 +0.288 = .0.67
H e e S R ™ : 08+, 0
a [ | e wl Rsq 087
| [ s i Revenus Prodicted Valuo  Waight
£l - -
Bl [ i - 3 0.97 x $1,203,000 = $1,167,000 x  B1.T% = $720,582
- -
al | E - CASH FLOW MULTIPLIER VALUE
el 1 ! I ! el Regrossion Formula: SDE% x-3.172+4.159 = 3.13
- | 872188 || 108982 ” 301041 ||-Nu-v”""‘"‘"‘| Coulied PPy ot ' TYYYYY R3q =054
» ” M & & * .. 1 £, T T S
| e e 1;?. 44 . FEECEEEELESE — = o G ; :
ower — —t
5 W ax & Wear om — 313 x 381,000 = s1223800 x  383% . 468,146
e T TR T Rooresaion Formuls = 208 x 508%= 028 e Rearevsion Formdn = 347 x 5085 418 : . .
e BT T T st soee 2% p E= e 06 I Probable Selling Price Including Inventory = $1,190,000
HarmonicMean|  251% | 07 | 288 Predicied Mutipier <[ 037 ] Bredicted Multipier |

Print out the three template pages to make
a complete valuation booklet.
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INSTALLING EXCEL'S REGRESSION UTILITY

Your computer and Excel do not come pre-installed with the Excel Regression Utility. You
Must preform the following steps with each computer to enable using the Regression. You
only need to do this once for each computer.

First start by clicking the “File” menu in the upper left corner of the Excel Worksheet.

Insert Page Layout Formulas Design Data Review View Developer Help FRED O Search

D Rt Arial 2 < A A = == - 25 Wrap Text General A
EoNe. Ve
RS - I U- -H-A =E = = €& = [] Merge & Center  ~ $ - % o Gy oM
v ¥ Format'Wginter - — .
Clipboard 5 Font & Alignment ® Number &
(=] & G K4 S | =]
A B C D B [F G H | J K
1 L  »
2 H 17 = 2]
3 Click on “File
4|
5
o

Next Click the “Options” link in the lower left corner of the screen>

Open

New

@ Recent Pinned

Pin files you want t

Open

. @ OneDrive Today
ave a ‘ PPT work
ﬂt’ This PC Documents

is
save s = 2 NACVAC
L Documents
4= AddaPlace Yesterday
. Portfoliol
Print n/l Downloads
Browse

= Portfolio.

|
share B pocuments
=i Dealstats

Export =)
oo B pocuments
Publish ﬁ-" Pratts-Biz
Documents
at  Top Custc

Cl

B ootuments
H “0 e ador £
Click on “OptiansZ:..
n?-‘ P&Ls-Prir
Feedback Documents
ﬁ-" Balance S
Options Documents
e P&Ls-Prir
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Excel Options

[ General ® Optimize for best appearance

Formulas R Optimize for compatibility (application restart required)

V] Show Mini Toolbar on selection (@ - 13 - [T N X Ii k h “A 'in ”
@ aomn et Click “Add-ins Next, click the *Add-ins

ink in the lower left corner
of the Options window

Save

[ Enable Live Preview
Language
ScreenTip style: | Sho Ure descriptions in ScreenTips M
Ease of Access

When creati lew workbooks

Advanced

Arial -
Customize Ribbon % as the default font: | Arial
. Font size: 12 -
Quick Access To
Default view for new sheets: | Normal View -
Add-ins -
Include this many sheets: |1 :

Trust Center
Personalize your copy of Microsoft Office

User name:  Fred Hall
[] Always use these values regardless of sign in to Office.
Office Theme: | Colorful  ~

Office intelligent services

Intelligent services bring the power of the cloud to the Office apps to help save you time and produce better results. To
provide these services, Microsoft needs to be able to collect your search terms and document content.
[ Enable services

About intelligent services ~Privacy statement

Start up options

Choose the extensions you want Excel to open by default: | Default Programs

[ Tell me if Microsoft Excel isn't the default program for viewing and editing spreadsheets

Cancel
Excel Options ? X
General =
13 View and manage Microsoft Office Add-ins.
Formulas

Next, click the “Go..” at bottom
e AppResion A e : of the Add-ins window.

Language

Analysis ToolPak C\..o0\Office16\Library\Analysis\ANALYS32XLL Excel Add-in
Ease of Access Analysis ToolPak - VBA Ca\..Office16\Library\Analysis\ATPVBAEN.XLAM  Excel Add-in
FRED C:\..d-in\FRED_PC\Excel 2013\FRED_2013.xlam  Excel Add-in
Advanced
e —— Inactive Application Add-ins
Acrobat PDFMaker Office COM Addin C.\... 9.0\PDFMaken\Office\PDFMOfficeAddindll  COM Add-in
Quick Access Toolbar | | |congus.Grocery-Gas-Combined C:\...ddIns\Census-Grocery-Gas-Combinedxlsm  Excel Add-in
s Date (XML) C:\..iles\Microsoft Shared\Smart Tag\MOFLDLL Action
Euro Currency Tools Ca\..ice\root\Office16\Library\EUROTOOL XLAM  Excel Add-in
IEECCEntEr Inquire CA\..ft Office\root\Office16\DCF\NativeShim.dil  COM Add-in

Microsoft Actions Pane

XML Expansion Pack
Microsoft Actions Pane 3

XML Expansion Pack

Microsoft Power Map for Excel C:\..Map Excel Add-in\EXCELPLUGINSHELLDLL  COM Add-in
Microsoft Power Pivot for Excel C:\..xcel Add-in\PowerPivotExcelClientAddindil  COM Add-in

Microsoft Power View for Excel C\..xcel Add-im\AdHocReportingExcelClient.dll  COM Add-in

QBExcelReportUpdater C:\...uickBooks\QBExcel2007ReportUpdater.dll  COM Add-in -
Add-in Analysis ToolPak

lick “Go...”

Location: C:\Program Files (x86)\Microsoft Offfce\root\Office16\Library\Analysis\ANALYS32 XLL

Publisher: Microsoft Corporation

Compatibility: No compatibility information availabl
Description:  Provides data analysis tools for

tistical and engineering analysis

Manage: | Excel Add-ins - Go

Cancel
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Add-ins 70X Next, from the Add-ins window check off box:

Add-ins available:
A 00 .
] Analysis ToolPak - VB/A e AnaIYS|S TOOIPak
[[] census-Grocery-Gas-Combined Cancel .
] Euro curency Tools — Analysis ToolPak - VBA
[[]Solver Add-in Browse...

Automation...

Analysis ToolPak

Provides data analysis tools for statistical and engineering
analysis

Using Excel’s Regression Utility

You will now find a new Excel menu option on the menu ribbon called “DATA”.

Insert Page Layout Formulas Design Data Review View Developer Help FRED /O Search

alla
Cut - - =
3‘3 . Arial ~12 - A A - = - ab Wrap Text General A l-' 0,‘ Normal 13 Normal 17 Norma
o copy - =
Paste — = N\ = = = o eo0 oo Conditional Formatas Normal22 Normal 23 number_
T ~ Format Painter - I u- =T D~ Av = = = 2= W= & CanEr - $ - % ’ 00 2.0 Formatting~ Table ~
Clipboard 5} Font = Alignment 5} Number R Styles
=) a & ¢ = U =2
A B ¢ b E F | I I oy oKk LM N O | P
1 |

Click the “DATA” option and the following window will appear:
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NACVA Conference-2019-12-10-Ft. Lauderdale.xlsm - Excel

Home  Insert  Pagelayout  Formulas  Design Review  View  Developer  Help  FRED O Search
L‘—\ N [Y Lﬁ L’—‘ F [ Show Queries Ts‘ ] Connections | Y N A E_)q —~ - rﬁ‘ M B 2E 92 B [/ Data Analysis
Ble 5 L& s e 2l [z Ee =0 o & By W B
From From From From Other Existing New i EER Refresh , Sort  Filter Textto Flash  Remove Data  Consolidate Manage  What-f Forecast Group Ungroup Subtotal
Access Web  Text Sources~ Connections Query~ [ Recent Sources All - Al W Advanced ~ Columns  Fill  Duplicates Validation » Data Model  Analysis - Sheet o <

Get External Data Get & Transform Connections Sort & Filter Data Tools Forecast Outline ~ Analysis

=] B & ¢ = O =7 -

A B  C D E | F G H [ K L M | N o u Vv \
]
2,
3
4
'3

To access the Regression Utility click “Data Analysis”

Data Analysis ? X
Analysis Tools
F-Test Two-Sample for Variances ~
Fourier Analysis Cancel
Histogram

Moving Average
Random Number Generation
Rank and Percentile

> Regression
Sampling
SCfOII down and CIle “RegreSSion” t-Test: Paired Two Sample for Means

t-Test: Two-Sample Assuming Equal Variances v
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The Regression Utility Window will appear as shown below: Page 40

In “Input Y Range™ box enter the range of Multiplier data. (In this example - $B$5:$B$19)
In “Input X Range” box enter the range of SDE% data. (In this example - $C$5:3C$19)

In the “Output Range” box enter where you want to start printing all the Regression data.
(In this example $E$1. Caution - the Regression printout will delete out any data in the
range $E$1:$M$40, that is 9 columns wide and 40-60+ rows deep depending on how

many comparables you are regressing. Make sure there is nothing important in this area.) Regression 2 w |
Input E
A ] J K L M Input Y Range: $B$5:9B$19 +
; Cancel
3 Revenve —— e Input X Range: $C$5:$C%19 +
4 Mutipliers SDE% ot
M 0.45 7% et y Aange ey ™ [—,_:- Help
- - hetlos . Be [ Labels [ ] constantis Zero -
[] 051 B5% ] e ] camtars u 2o =
L 065 84% Ol cwtdurns vomt . [ Confidence Level: 95 %
10 0%  92%
1 05  151% b
12 045 122% PO ~ .
13 040 135% o Wt st B Output options
14 0.5 18.1% oo ffor o $L$1 4'\.
15 062  200% it . + b
1 063 19.0% P ® Output Range:
7 065  18.0% T i s
) ops  z2om v (O New Worksheet Ply:
19 on 250% PerTe o Le Ly T
= () New Workbook L
g Residuals
[ Residuals [ Residual Plots
Check the “Residuals™ box and, if you wish to see a graph of the data, check the “Line Fit [] standardized Residuals ine Fit Plots;
Plots™ box.
Normal Probability L
NOTES: [[] Normal Probability Plots |
§
In the above example. SDE% is referred to as the independent variable, or Input X (the

predictor). and, Revenue Multiplier is the dependent varable, or Input Y. In single
independent-variable regressions (as opposed to multiple-variable regressions), the two
columns of data in the example above do not have to be next to each other or, even on the
same worksheet, but, they must have exactly the same number of rows (in this example 15
rows).

There cannot be any blank cells in the two ranges of data that you have selected. You will
get an error message from Excel. If a particular cell is blank, (for example, say, the third
revenue multiplier was blank instead of 0.4%), then either remove the transaction from the list
(preferred option) or enter a zero in the cell.

The regression printout will look like this:
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Page 41

E F
SUMMARY OUTPLUT

AStagrecsors Siadsdes

ruliple R 0.844 §

R Sguare 0712 gue————— R Square
Adjuszed RS 0.BBY Clt e s T
Crandard Err 0,055 dgeemmm— Standard Error

[INETAEE

043586 D2/6975 045816
) ] 2 -

Coservations 15
ANOYA
o L5 AS F SRV 2B
Recression 1 009566 0035616 32.07032 7.76E-05
Resiclus 13 0038758 0002381
Total 14 0134373
Liefrrer ekl £n (S Frviie  over S0 g 55 coven S baree 5O
Irtercept 0356 969453 2 58E-07 0276975
5 [

RESIDUAL OUTPU

LWsanapor) “hadcroly Fesi £
0.45504 0.0 -
0.44408; -011
0. 464634Y 00153 oy
0 472854 \ 0. (37146 06
0.471484 \0.07856 .
0402445 K O77555 g g
0563231 §0E7A § 04 -

05235468 07355 1
0541369 -405156
0.604304 Lt o2
0.630416 042
0516715 0.0Tg285
0.603014 0048056 ]

0.657818 -0.0X&2 o0% 1008 00% 30.0%}
0.698921 0.01Y

|
MBLWNSOODNDIELR

The Regression Equation for the straight line §g in the standard form of

Y=mx+b
Or in our case:

Multiplier = m times SDE% + b, or carried farther:

Multiplier = 1.370 x SDE% + 0.356
RESIDUALS AND USING STANDARD ERROR TO IDENTIFY OUTLIERS
‘Residuals™ is the term Excel uses to describe the difference between a transaction’s actual
nultiplier versus the multiplier that was predicted by the above linear equation. For example,
Dbservation #1 from the table on page 5 had an actual revenue multiplier of 0.45 and an

SDE% of 7.2%. 1f we plug 7.2% into the above regression equation we get:

1.37 x 0.072 +0.356 =0.455
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0.455 is the predicted multiplier for #1, which is shown on the “Predicted” column of the Page 42
Residual Output table. The transaction had an actual multiplier of 0.45. Therefore, the
difference, or Residual, is -0.005 (0.45 - .0455), which is shown on the “Residuals™ column.

At the top of the Regression Output you will find the Standard Error calculation, which was
0.055 in this example. This is a similar statistic to Standard Deviation. Theoretically, 16%
of the transactions in the sample will have an actual multiplier that is more than plus or minus
one Standard Error away from its predicted multiplier. For example, observation #2 in the
Residual Output table above, the actual multiplier was 0.33 (from the table on Page 5) and the
predicted multiplier using the regression equation was 0.444. The difference. or Residual,
was = 0.114 (0.33 - 0.444). The residual is greater than minus one Standard Error of 0.55
and, therefore, should probably be considered an outlier.

Once you remove the outliers from your sample (there were four in the example above), you

would do a second regression with the smaller filtered sample and use that re gression equation
- to predict your subject’s multipliers.

Format Trendline s

TRENDLINE OPTIONS ~

LINE FIT PLOT — THE REGRESSION CHART

Ry : " .
I || The “Line-Plot™ chart that also appears with the
Regression Output can be formatted with colors,

B borders, titles, etc. Just right-hand click on the

7 O Frpanentad chart and follow the menus. You can also add the
o Regression Trend Line to the chart by right-
[#€° (© Linesr clicking on any of the blue dots on the chart and

i se_lecting “Add Tr.end Line.” .thn you click on
this button you will get the window on the left.
4 Polynomial Orger
- Select “Linear” (the default).
ower
Moving Average Period 2 If you wish to have the regression linear equation
Taencling Hame printed on the chart, check the “Display Equation
on Chart™ box at the bottom of the screen and, if
* Automatic Linear [V} .
s you wish to see the R-squared value on the chart,
N check the “Display R-Squared on the Chart™ box.
Forecast
00 i . .
— Pesios Good luck. If you get lost, don’t hesitate to call
Bacloward 00 periods ek
me:
Set Intercept
Display Equation on chart <=

Display B-squared value on chant ..
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