
HOW MUCH IS MY BUSINESS WORTH? 

 

You’ve probably spent years building your business. You may have purchased 

the business and built it up or started it from scratch. It’s a considerable 

investment in time, energy and money to get it where it is today. Your business 

is an investment. And knowing the value of your investment is always a valuable 

piece of information. 

 

The value of your investment could be important in: 

• deciding on whether or not to sell the business 

• refinancing with your bank 

• merger or partnership discussions 

• assessing the level of return you are achieving from the business 

• succession or estate planning 

• setting objectives for the further development of your business 

 

Or there could be a myriad of other reasons for wanting to know the answer to 

this question including nothing other than curiosity.  

 

Typically, businesses are made up of different classes of assets. These can 

include land & buildings, plant & equipment, vehicles, trading stock, goodwill, 

debtors and cash. And there are a range of other assets that can also form part 

of your business. Some of these assets are relatively easy to value individually. 

Others such as goodwill are much harder to value. It is important to always 

remember that the real value of any asset is the amount that it can be converted 

into cash for and this means what the market is prepared to pay for it. And this 

value may change over time – in some cases over fairly short time intervals. 

 

The value of a business is normally determined by either: 

 

1. The value of the individual assets making up the business 

2. The rate of return on the dividends of the business; 

3. A multiple of the future free cash flow of the business. 

 

For most small to medium businesses values are based on their profit producing 

potential. If you are selling, most purchasers will be interested in the profit that 

can be produced from your business. And they will assess value accordingly. In 

most cases they will assess value on the basis of your profitability with an 

adjustment for the value of your tangible assets. 
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Here are a few key points to increase business value:  

• maintain a steady level of profits over a number of years 

• ongoing business growth 

• being in the top profit quartile of businesses in your sector 

• being risk diversified through a range of income sources 

• not being dependent on a single customer, supplier or product 

• effective control of your debtors and stock levels, promoting strong 

liquidity 

 

If you need assistance with any of the issues raised in this article, talk to 

us today. 

 

The above is an extract from the publication “Your Knowledge” a newsletter service we have 

subscribed to as an additional resource. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This newsletter does not give business, accounting, taxation or financial planning advice.  It is 

intended to provide information in a summary form and is general in nature.  The contents do not 

constitute business, accounting, taxation or financial planning advice and should not be relied upon 

as such. Formal business, accounting, taxation or financial planning advice should be sought in 

particular matters. O’Connells OBM Pty Ltd accepts no liability in respect of this information and any 

person acting solely on the information contained within does so entirely at their own risk.


