ESOP-Owned Company: Valuation Specialist Evaluation Memo
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before use: Draft for professional judgment. Tailor it to the engagement and to your firm’s methodology, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards. For a company owned in whole or in part by an ESOP. The trustee usually engages an independent appraiser to value the shares. The company then uses that value for its repurchase obligation and related disclosures. The appraiser is management’s specialist for the company’s statements unless the company engaged one directly, and your firm may also use its own specialist. Adjust section 2 to match.]
1. Matter and use of the valuation
	Item
	Entry

	Entity and the plan
	[Company Name] and the [Plan Name] Employee Stock Ownership Plan

	Valuation date(s) used and how each relates to the balance sheet date
	[MM/DD/YYYY] · [Same date / months before or after year end]

	Where the value feeds the financial statements
	[Repurchase obligation or redeemable shares / compensation expense for shares released / fair value disclosure / other]

	Per-share value concluded and total value of shares held by the plan
	$[Per share] · $[Total]

	Why this is a significant judgment
	[Size against materiality of $[Amount]; estimation uncertainty; sensitivity to the discount rate]



2. The specialist
	Item
	Entry

	Firm and individuals who performed the valuation
	[Name, credentials]

	Engaged by (trustee, board, company)
	[Party]

	Competence and capability: credentials, valuation experience with closely held and ESOP-owned companies, experience in the industry
	[Evidence obtained]

	Objectivity: relationships with the company, selling shareholders, management or the trustee; fee basis; any threats and safeguards
	[Evidence obtained and conclusion]

	Engagement letter or scope document inspected
	[Yes / No] · [W/P ref]

	Specialist used by our firm, if any, and the scope of that work
	[None / name and scope] · [AU-C 620 documentation ref]



3. Understanding the valuation work
1. Standard of value used (for example, fair market value) and the premise of value (going concern): [text]
1. Methods used (income approach, market approach, other) and the weight given to each: [text]
1. Treatment of control: whether the plan’s shares carry control, and any control premium or minority and marketability discounts: [text]
1. Treatment of the repurchase obligation, the ESOP debt, the S corporation tax status where it applies, and any warrants or stock appreciation rights in the value: [text]
1. Source of the projections and who approved them: [text]
4. Data and assumptions
Test the data given to the specialist for completeness and accuracy, and evaluate whether each significant assumption is reasonable and consistent with the entity’s own plans and with other evidence in the audit file.
	Item
	Value used
	Source and support
	Our evaluation
	W/P ref

	Projected revenue growth and margins
	[Values]
	[Budget, board-approved forecast]
	[Compared with actual results, backlog, industry data]
	[Ref]

	Discount rate and its build-up
	[Rate]
	[Specialist’s build-up]
	[Reasonableness against market inputs]
	[Ref]

	Terminal growth rate or exit multiple
	[Value]
	
	
	

	Guideline companies or transactions selected
	[List]
	
	
	

	Marketability and control adjustments
	[Percent]
	
	
	

	Net debt and other adjustments to enterprise value
	[Amounts]
	[Ledger, loan statements]
	[Agreed to ledger]
	[Ref]

	Number of shares outstanding and shares held by the plan
	[Count]
	[Share ledger, plan records]
	[Agreed to records]
	[Ref]



5. Sensitivity and reasonableness of the result
	Test
	Result
	Conclusion

	Recalculate the equity value from the specialist’s inputs (arithmetic check)
	[Result]
	

	Change in per-share value from the prior valuation, and explanation tied to events in the period
	[Percent]
	

	Effect on the repurchase obligation of a [x]% change in the discount rate
	$[Amount]
	

	Comparison with any actual share transactions, offers or put option exercises near the valuation date
	[Result]
	



6. Events between the valuation date and the report date
[Describe events that would change the value if the specialist had known of them: loss of a customer, new financing, change in the projections, offers for the company. State whether the specialist was told and whether the financial statements need a different amount or a disclosure.]
7. Conclusion
[State whether the specialist is competent, capable and objective; whether the work is appropriate as audit evidence for [repurchase obligation / redeemable shares / compensation expense / disclosure]; and whether any difference between the amount recorded and the range supported by the work is a misstatement to carry to the summary of uncorrected misstatements. Record any consultation.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (engagement partner)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
