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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. "
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The discount 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 it, 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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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 1961-88 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
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