
 
 

 

 

Glossary: 

 



PRIVATE COMPANY: A company whose ownership is private. As a result, it does not need to meet the strict Securities and Exchange 

Commission filing requirements of public companies. 

 

CLOSE CORPORATION: A form of business buy-sell agreement. Close Corporation Plans stipulate that the surviving partners must purchase all 

of the shares owned by the deceased partner or owner. The plan outlines the method of funding as well as the price at which the shares must 

be purchased. 

 

PARTNERSHIP: A business organization in which two or more individuals manage and operate the business. Both owners are equally and 

personally liable for the debts from the business. 

 

BUSINESS VALUATION: The process of determining the economic value of a business or company. Business valuation can be used to determine 

the fair value of a business for a variety of reasons, including sale value, establishing partner ownership and divorce proceedings. Often times, 

owners will turn to professional business valuators for an objective estimate of the business value. 

 

NET ASSET VALUE METHOD (NAV): A mutual fund's price per share or exchange-traded fund's (ETF) per-share value. In both cases, the per-

share dollar amount of the fund is calculated by dividing the total value of all the securities in its portfolio, less any liabilities, by the number of 

fund shares outstanding. 

 

SUPER PROFITS METHOD: Super Profits are the profits earned above the normal profits. Under this method Goodwill is calculated on the basis 

of Super Profits i.e. the excess of actual profits over the average profits. 

 

EARNINGS YIELD METHOD: The earnings per share for the most recent 12-month period divided by the current market price per share. The 

earnings yield (which is the inverse of the P/E ratio) shows the percentage of each dollar invested in the stock that was earned by the 

company. The earnings yield is used by many investment managers to determine optimal asset allocations. 

 

NET INCOME METHOD (NI): A company's total earnings (or profit). Net income is calculated by taking revenues and adjusting for the cost of 

doing business, depreciation, interest, taxes and other expenses. This number is found on a company's income statement and is an important 

measure of how profitable the company is over a period of time. The measure is also used to calculate earnings per share.  

Often referred to as "the bottom line" since net income is listed at the bottom of the income statement.  

 

COMBINATION OF METHODS: Some combination of business valuation methods will be the fairest way to determine a valuation price. 

 


