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 "A method used to help calculate the value of closely
held and restricted shares. The theory behind DLOM is
that a discount exists between the value of a
company's stock that is and is not marketable. Various
methods have been used to quantify the discount that
can be applied including the restricted stock method,
IPO method and the option pricing method. "

Office: +972.77.507.0590 W Fax: +972.77.507.0590 WM www.intrinsicvalue.co.il B polanitzG@gmail.com



Intrinsic Value

Independent Business Appraisers

N'NIN90 N1'70 .2

Recognize. Measure. Present the Result.

NTIANN) ASA -0 112y 0'0 P TIRY 'T' 7V NNADIW NTIAya e
-0 |TIXR 7¥ NIMvyan N2Yxn (YUY NDWN7 NIRZINKRN
;21> DLOM

Office: +972.77.507.0590 W Fax: +972.77.507.0590 WM www.intrinsicvalue.co.il B polanitzG@gmail.com



Intrinsic Value =

N'NIN90 N170 .2

Recognize sure. Present the Resulit.

"The dlscount for lack of marketability (“DLOM?”) is often
the single largest value adjustment business
appraisers must consider. It can exceed 30% in many
cases. However, there is no perfect way to measure i,
and there are disagreements over its causes. As a
result, the Internal Revenue Service, the Tax Court,
other courts across the nation, regulatory agencies (the
Securities and Exchange Commission, the Financial
Accounting Standards Board, and the Department of
Labor, among others), academicians, compilers of
market data, and business appraisers have given
considerable attention to the DLOM ."
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24% 25.8% 398 1966-69 SEC Qverall Average
33% 33.0% 89 1968-70 Gelman
NA 33.5% 60 1968-72 Trout
33% 35.6% 146 1969-72 Moroney
53% 35.4% 34 1969-73 Maher
45% 45.0% 28 1978-82 Standard Research Consultants
31% 31.2% 33 1981-84 Willamette Associates
NA 34.0% 69 1981-88 Silber
NA 23.0% 100 1979-92 Hall/Polacek Study
25% 27.0% 53 1980-96 Management Planning
20% 22.0% 243 1980-97 FMV Restricted Stock Value
48% 47.0% 593 1980-00 Emory
NA 20.0% 72 1991-95 Johnson Study
14% 21.0% 23 1996-97 Columbia Financial Advisors Study
9% 13.0% 15 1997-98 Columbia Financial Advisors Study

Office: +972.77.507.0590 WM Fax: +972.77.507.0590 W www.intrinsicvalue.co.il ® polanitzG@gmail.com




Intrinsic Value &

Independent Business Appraisers 4

N'NIN90 N1'70 .2

Recognize. Measure. Present the Result.

77017 'WIpnI DININ N7221 77222 DM [N AR DT e
JIRXINN 7V D'INX D'OP79N

NINJIoNI NNVFZ NINAN 72V DNMIEA"NIRA WX NIPTAaN 70 e
DINI2A NINNQ AXIYNN NIV'Y 7Y 7N NI'VO DY

'N IN ONNNY7 [N 097 ,NINOIRN YA N1'N NS0 nw'a - »
Look-back put ) "inx7 n75nonn” "on nxoIxd nin'non
.(option

N'2NN DX 1IDN7 NIMNN 7v2n NYam NN'NoN 'RY XIN |I'van e
7V 70NN NUXOIX D 7V1,N27YN NTANNA X'NIWKRD TNI'MA
IR'YI0I9N TO9NN DX NTAIX VINK? N7ON0oNN 'T'NY 1'NN
.N"INN P'TNNY

Office: +972.77.507.0590 W Fax: +972.77.507.0590 WM www.intrinsicvalue.co.il B polanitzG@gmail.com



Intrinsic Value &

Independent Business Appraisers 42

N'NIN90 N1'70 .2

Recognize. Measure. Present the Result.

NNINN NN DN N'¥9INd DLOM -n v a1v'n 0'012

7V NIX NX9N (N'VIIXR'N AT NPNA) 10N NYYOIX N7IVNY
7¢ NN Y7 NDT N7V T 2V NINYNO 'M720 Nifnn
NYYN7 7011) NIN'NOoN 'K NOIPN 170NN2 INIYIQY NIMNn
(TAXY NIN'NON LINZX NN NI'MNY7 N'TNN

Yin'm 'Nn 0" X7Y N1'N DT 10N AIYN7 N171W NidImn
1'70NN 770D YAl UIin'n 1NN NYYNn?I NYX9IX? VIagl VIT
JIN1D X71 2W'NN

0N NUXOIN AINNANYT 077NN NND NIXPZA 1IR01 NYD
.DLOM -n 1y'w nTNX? D'wnwnn

Office: +972.77.507.0590 W Fax: +972.77.507.0590 WM www.intrinsicvalue.co.il B polanitzG@gmail.com



AR CHAFFE ) 9r'y 71in .3

(MODEL

NITIN MINN D097 [IUKIN NN 'Y T T ,ANIIN 70D
ax'' (Proxy) TAxd 10N N'XSIN INNNYT D'7TIN] WIN'Yn
.DLOM -n y'w7

Chaffe, David B. H. “Option i) 1993 nanyTn Nnxna
Pricing as a Proxy for Discount for Lack of Marketability in
Private Company Valuations, Business Valuation Review,

N'NOIN'N N'YOIN DYDY D gy |VLU (December 1993.

NN 7V (NY'P9N TVINA 21 YUINM7 NINN N'YOIX ,ON17D)
NI72a17 NN NI'NAaN 721 ,NMA'VPON N71I7Y - Nnion
(Rule 144) 144 7%

NOIPN QIoA P11 X AYIN NIN'NoN D NN 17w 71mn 07
DWIYNN NpTNNN

Office: +972.77.507.0590 W Fax: +972.77.507.0590 WM www.intrinsicvalue.co.il B polanitzG@gmail.com




Intrinsic Value

Independent Business Appraisers

CHAFFE ) 9’y 77in .3
(MODEL

NPTNNN NOIPZN 9102 70 IX YIN'M7 NIN Q'YOINDIINNND - °
NOIZNN 17NN NV 702 wiM™mM7 NININ N'N9IRT? NXIYN])
ynnunn DLOM -0 3 2v1 ,m ' NINS X'y "N (NMIMKN
INT N0 "XV '9)
"Will therefore err to the less discount or the minimum
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P, - Spot price

o - The price volatility

€ - Random shock to price from 0 to t

t - Time

o - Dividend yield

r - Risk free rate

Office: +972.77.507.0590 W Fax: +972.77.507.0590 WM www.intrinsicvalue.co.il B polanitzG@gmail.com



Intrinsic Value &

Independent Business Appraisers 4

nnMoon Nnalt.7

Recognize. Measure. Present the Result.

wn'wi 2012 7982 2 0 12'D21IYNN TVIN 21NN TYIN
1121¥U'Nn7 0'01>

.Monte Carlo 71ma 2%71wnn Finnerty 71 :21mn
nix12 nyvini (Risk Neutral) 113'07 nir'7q0 :ninan
.(Geometric Brownian Motion) n"onix'a

1 :(o'w'nan ,Simulations) ni'x7m'o 19on

50,000 :(n"7170n ,Paths) nixan 190n

n1w 10) 120 :(at nioipn , Time steps) o1y 190n
(o1 30 11'n TYY 75 ,nawa At Ty 12 7190

DLOM -n 197 0'x¥'9p NIX '1wn 28% :0'0an 001 'y
(21,825 X 28% =) my '97x 6,111 -2 DNTIAva TaNIY

Office: +972.77.507.0590 W Fax: +972.77.507.0590 WM www.intrinsicvalue.co.il B polanitzG@gmail.com



Intrinsic Value &

Independent Business Appraisers 42

nnMoon Nnalt.7

Recognize. Measure. Present the Result.

NN DNINXD YD 'DNYN DNYN DAIY'N] :nNn'onNn NSIpn °
.01v 10 -d2 nn'onn N9IN

19 2V 'OUMIPNRN I YXINND 71700 701 Avin ivinmn 'nn e
.NN'ONN NOIN

5.06% :12'0 nYon ANIYN

.0.00% :mTarTnNniwn

49.40% :|pnn nrvo -

1'197¢ 2T NN NN'NO0 YTV A [IDINIIV'Y ARXIND °
-n 72w yxinn N .20.21% -1 18.68% |2 ' 1 7y TN
n"w 99 1,188 .n"w '97x1 1x ,19.45% 1n'n DLOM
(N"w 97% 6,111 1 1nn 19.45%)

Office: +972.77.507.0590 W Fax: +972.77.507.0590 WM www.intrinsicvalue.co.il B polanitzG@gmail.com



Intrinsic Value

Independent Business Appraisers

Recognize. Measure. Present the Result.

NI2NN 'OMIER MY 112V 'IATN 'V0DIV0 )'7NNT7 XNAIT 707
“T'TY2 0D"19¥N

nnMoon Nnalt.7

120,000.00
100,000.00
80,000.00
60,000.00

40,000.00

Stock Price (NIS)

20,000.00

0.00

MC simulation - Stock Price (stochastic motion)
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Output Report for Option Value (Sim# 1)

Performed By: Infrinsic Value
Date: Tuesday, 7 October, 2014 01:46:23 AM
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Simulation Summary Information

Woorkbook Hame
Humber of Paths
Number of Time Steps
Humber of Inputs
Humber of Qutputs
Stochastic Process
Average Value
Standard Error of Sample Mean
Upper 95.0%

Lower 95.0%

A

DLOM MC Simulation

S000

120

6

9

Geometric Brownian Motion

0.39%
20.21%
18.68%

DLOM Value (Sim#1)
2 500.0 100.0%
2000.0 - 83.3%
=y B a
S 1,500.0 66.7%
T L 50.0%
F_D"'_ 1.000.0 | 23 30
L 5000 L 16.7%
0.0 0.0%
2 =2 =2 =2 =
o - - A o™
[ -— [ | (K] =T
Ly 1 Ly [
-— [N ] - L]
DLOM
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Recognize. Measure. Present the Result.

Output Report for Option Value (Sim# 1)

Performed By: Intrinsic Value
Date: Tuesday, 7 October, 2014 01:14:05 AM

nnMoon Nnalt.7

DLOM Value (Sim#1)

Summary Statistics for Option Value
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06 -
04 -
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00
= &= &= = =
= o — — o
= — o o i
w0 o W =
— o - @
DLOM
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Statistics Percentile

Minimum |0.00% 5% (0.00%
Maximum |[S04.17% 10%: | 0.00%
Mean 15.45% 15% | 0.00%
Std Dew 27.T6% 20%: 1 0.00%
Variance 0.0771 25%(0.00%
Skewness [5.1350 0% [ 0.58%
Kurtosis 63.2585 35%|5.25%
Median 12.75% 40% | 8.23%
Mode 0.00"%% 45% | 10.55%
Left X 0.00%% B 12.79%
Left P 5% Eb% | 15.10%
Right X 63.86% 60%: | 17.55%
Right P 95% 65% | 20.06%
Diff X 63.86% T | 22.959%
Diff P S0% Th% | 26.52%
#Errors 0 0% 31.16%
Filter Min Off ab% | 37.11%
Filter Max |Off O90% | 45.95%
#Filtered 0 95% |63.86%
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DI>'o .8

Recognize. Measure. Present the Result.

DLOM -0 1v'w nTX? Niw wi?vy 1axN 1T DaYna

‘T'NO NI'XY NI NN 72V "NovY'o” 1ON NMYOIND
(1993) Chaffe nw |

(1995) Longstaff nwn
.(2003) Finnerty nwn

u
J
J
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DI>'o .8

Recognize. Measure. Present the Result.

NnYT? 712' X7 NxoIRN 2'tnn D no1ia L(1993) Chaffe nwa o
NOIPN )70N2A 710NN N'INN 'NN NIFMT 'I9X NN WUXIN
N'YOINN Z'TNNY "IN ,NIN01 NN NN 17,1271 NNfNoN
N1'NN "2 WI9NNN NINA'NDIN NN'NNA NYNN DX DI AN
STNVN TVINA N 1% 'nonn

0N NYXOIXK 7Y N2V NN NNNON 'R NIV IT NWA 197 e
77N win'mn 'nn YWRD ,(Plain vanilla put option) n7:an
12'N OW"7 YOTIY 7TINN) 'NDIIN NN NN NIFN? yam
.(Black-Scholes-Merton 71in

P, = Max(S, - S, ,0)

lainVanilla
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DI>'o .8

Recognize. Measure. Present the Result.

NYT? 212" N'¥OIXN 'TNn D NoNIa L(1995) Longstaff nwa o
NOIPN )70N2A 710NN N'INN 'NN NIFMT 'I9X NN WUXIN
N'YOINN Z'TNNY "IN ,NIN01 NN NN 17,1271 NNfNoN
YUI9NNN NINALI9X 710N 1NN INIRA N1NN DX DI AN
STNYN TVINA WN 1127 "omin N 1A

0N NYXOIXK 7Y N2V NN NNNON 'R NIV IT NWA 197 e
WX ,(Floating Look-back put option) " inx? n%>nonn”
I'oNN NYNN NN NIFNYT Va1 77N wim'mn 1'Nn
12'N DY'"? WOTIY 7TINN) N'X71N'0 NIYXNXRA 72000
.(Monte Carlo n"x7mo

PS'S’?SZL?( = MaX(S - ST ’O)

Mmax
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DI>'o .8

Recognize. Measure. Present the Result.

71>' 12'K N'XOIND 27NN D noia L(2003) Finnerty nw'a
17NN "70'0PNN NN NN NI U9Y NN WURIN NYTY
7'TNNY "IN ,NIN01 NN NN 17,1271 NN'NON N9IPN
703 ,N9I7NN 17NN 'R N'2NN DX 1IN NN NNOIRN
UXINNN 2'NNA NXIIN

0N NUXOIX 7Y N2V NA'A NN'NON 'R NIV IT NWA 197
1'nn WWXD L (Floating strike Asian put option) "n'n'ox"
727NNN YXINNN N'INN NN NIFNY yaz 7Tima winmn
N"¥71n'0 11'N DY"? WNTIY 7TINN) N'X71N'0 NIYXNXN]
.(Monte Carlo

PAFIoating _ MaX(S

sian

-S.,0)

ave
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DI>'o .8

Recognize. Measure. Present the Result.

wI?wn "an nmnnn nan (1995) Longstaff nwan ana e
D"INN'VSIX (TN TN N7 W' Y'PYUN7Y NNINN N0'0JAl
'Y DIY'N 7270100 VNN NiIA N2 72010 NYSIRN W
JNNND NIYAN

wIwn 'an n7mn 0 (1993) Chaffe nwa o AN e
DUINN'VSIX [MTNI TN N2 'R Y'7YUN7Y NNINN N0'01Al
'Y DIY'N 7270100 VNN 1M N2 727NN N'Y9IND Wi
JNNXD NIYAN

¢ D71V NX7A19 RIN DXOIND Y NN WI7WA D UIxt e
DIVPO Y ,NIN'NON 'X NOIPN 7YWI 0'02N 021 NI'NTIN
.DLOM -0 NX 17TA¥ DpNNN 702 DRAIYND INXYNIY
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Recognize. Measure. Present the Result.

D'21D'0ON 71N 'MW NIDOYN X727
"MYON 'M7a NIN

(70 1'a) John C. Hull

,The derivatives bible ) "no"rn 7¢ 7"1n02" anp
(Options, Futures, and Other Derivatives 190n
2009
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