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EQUITY COMPENSATION

VALUATION
IRC 409A, ASC 718 AND IFRS 2

COMPLEXITY REQUIRES EXPERIENCE

Equity, option, and derivative valuations depend on a number of variables. How was the price of the
underlying enterprise determined? How will pricing and value be determined going forward? These
analyses often require complex formulas and key data/assumptions which unfortunately can lead to
controversy or dispute.

Other questions to ask include:

. Is your board or tax advisor concerned that the IRS would interpret the data differently and derive a
different value for the options?

. Did an independent third-party expert determine the fair value (as required by FASB ASC 718 and IFRS 2)
and fair market value (as required by IRC 409A) of the common equity or was a “market price” or “recent”
transaction price used?

. Was the value determined using a Black Scholes option pricing model or a binomial lattice model? How
were the inputs derived for the model?

. When valuing common equity, have you properly considered the rights and restrictions of the securities
senior to the common, such as the preferred equity tranches and debt?

. How can your company benefit from an analysis performed for compliance purposes?
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EXPERTISE IN ACTION

Founded in 1932, Marshall & Stevens has great experience with the valuation of enterprises, debt and equity,
intangible assets, real estate, and equipment for compliance with financial reporting requirements including,
but not limited to:

. Purchase Price Allocations in accordance with FASB ASC 805 - Business Combinations (IFRS 2),
. Impairment Analyses in accordance with FASB ASC 350 and 360, and
. Fresh Start Accounting valuations in accordance with FASB ASC 852: Reorganizations.

Our professionals pride themselves in taking the time to understand the uniqueness of each case. We work in
conjunction with your auditors and other trusted advisors to ensure that you are meeting your valuation
reporting requirements.

Public and privately-held companies rely on Marshall & Stevens to assist them with the planning and reporting

of mergers, acquisitions, divestitures, financings, corporate tax restructuring, wealth transfer, estate tax
reporting, dispute resolution and litigation support.
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