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RE: Fair Market Value

Thanks. You will recall that at least one hypothetical explored during our
discussion had one additional wrinkle. That is, a half-owner of an LLC was
buying out the other half-owner, and therefore was buying assets only in the
sense that the PNO deemed him to be buying all of the assets of the LLC. My
contention is that FMV of those assets has nothing to do with what the
assets could be sold for if they weren't part of a going concern that also

has liabilities, because the assets aren't being acquired and wouldn't be
sold that way. In reality, the buyer is buying only half of a going

concern. Even if you deem him to be buying the entire going concern, the
value of that purchase can never be more than the value of the enterprise.
To ignore the liabilities is to inflate the transaction well beyond what the
underlying business is worth.

I raised another question withMyesterday. In a nutshell, A
grants B an exclusive license t ectual property, in return for
agreement by B to pay royalities to A over the life of the license. Ais

able to estimate the gross amount of the royalty payments that it reasonably
expects to receive over the life of the license. A is also able to estimate
the amount that it would receive today if it were to make a similar license
available on a fully paid up basis. The latter, it seems to me, is the best
measure of fair market value, and it inherently reflects discounting to
present value. 1 think that the "acquisition price" should be the estimated
total anticipated royalty payments, discounted to present value, because
that's another way of determining the amount of consideration being paid to
the licensor. What think you?

QOOA //\s_’ ﬁ,JT PGS t Mo \$

@ VALUL 15 FAWW AMANSET VALUL oF  A\L ASIETS

&

OF Te (Le I THouT Atbars ™= “A Sl .

(F ALLE T3 DETwmanwe T Amourt Qf L FOTVAL
AL M AT PAcE VALY  nNeT

Ao\{At.:r\&s THEY  MmudT
(F UNAGLG TO

VALLOL .
DiscounTos TV (’/\QSEJVT'

T »Mep
DETEA AMNE Agpuu“nv’ /A\LE’. VS JMPETMAMN p
I'd

AND UVAWE 1J COMEBNT [FAR MmAALLT VAWE,

R-Smimt ¢ M. ovolea Conveda-.

3(8] o




