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1,125,000 0 1,125,000 50,000,000 24/04/2011
1,125,000 0 1,125,000 50,000,000 24/10/2011
1,125,000 0 1,125,000 50,000,000 24/04/2012
1,125,000 0 1,125,000 50,000,000 24/10/2012
1,125,000 0 1,125,000 50,000,000 24/04/2013
1,125,000 0 1,125,000 50,000,000 24/10/2013
1,125,000 0 1,125,000 50,000,000 24/04/2014
1,125,000 0 1,125,000 50,000,000 24/10/2014
1,125,000 0 1,125,000 50,000,000 24/04/2015
51,125,000 50,000,000 1,125,000 50,000,000 24/10/2015

10V NN
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DLOM -> niN902 miidnn XY NWIXZNN NINS0N M1y »
.Discount for Lack of Marketabllity ani?>

X71 NI'I2 NN'oN% D'on"'nNn DYZNNNI DMIAXNN 7D vynNd
2N NNA'R "nony

NIMNN IR/ NN NN'No NN ANY NN 7y 1arm- e
NNAY N'011'D N70YN NRXIND IX [V *7V27 1201 NIMionn
Jnn'on NN

NNIYAYN NN NN'oN A"NMINA LITINKN IR N0 MM 2y 0
NN T 7Y [9INQ NN 7V 110K W'Y X' NTUOSWNN
JDI'YOIX NIY¥NINA IN 10N2
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DLOM -> niN902 miidnn XY NWIXZNN NINS0N M1y »
.Discount for Lack of Marketabllity ani?>

X71 NI'I2 NN'oN% D'on"'nNn DYZNNNI DMIAXNN 7D vynNd
2N NNA'R "nony

NIMNN IR/ NN NN'No NN ANY NN 7y 1arm- e
NNAY N'011'D N70YN NRXIND IX [V *7V27 1201 NIMionn
Jnn'on NN

NNIYAYN NN NN'oN A"NMINA LITINKN IR N0 MM 2y 0
NN T 7Y [9INQ NN 7V 110K W'Y X' NTUOSWNN
JDI'YOIX NIY¥NINA IN 10N2
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VIV'X] Y'OINY '9) N'7D'70N NIND0Q NIVXNINN NIYIA 90N W'
22"NNa (D'o'min niwn) IRS -n 1 2y pInw non |07

 "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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NTIANN) ASA -0 112y 0'0p TIRY 'T' 7Y NANDIw NTiaya e
-0 |TIXR 7¥ NIMvyan N2Axn (1Y NDWN7 NIRZINKRN
;21> DLOM

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



Intrinsic Value =

DLOM xwna nwixpznn ninoon .7

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 ."

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



Intrinsic Value &

Independent Business Appraisers 42

DLOM xwna nwixpznn ninoon .7

Recognize. Measure. Present the Result.

AWX DLOM -0 nTx? 1yXInw Niv'y 1son v 1775 |91
217 2w n'pon nkna Nt IRS -0 7w qnona [0 nionion
70270

F1YUN 1IN 7Y M'ONX NINYI 7Y NO0IAN MIYKRIN YN
IN DINION NI'IN 2'NN "2 772NN X DNITAIRD NITIAY W
12'RY NI7'apn Nin 1A% (restricted stocks) ni7aam
1722

NIXFZOYI NI'IN 'NN NN [N N1'9NIX 7NN 7Y INK 210
NYQ NI [NIX NN 127 1127 Npoan 197 NIrono
NP91NN

7¢ N'DNAENMIPN NN Y9 NN NTENNN D901 NWh
1N
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Restricted Stock Studies: Discounts Observed

Study (period examined)

SEC Institutional Investor
Study (1966—1969)

Gelman (1968—1979)
Trout (1968-1972)
Moroney (1968—1972)
Maher (1969-1973)

Standard Research
Consultants (1978—-1982)

Willamette Management
Associates (1981-1984)

Silber (1981-1988)

FMV Opinions, Inc.
(1969-1992)

Management Planning,
Inc. (1980-1995)

Averages

(a)
(b)
(c)
(d)
(e)

(f)

(9)
(h)

(i)

(i)

Observed Discounts
Number of Median Mean Standard

Published observations discount discount deviation
1971 398 24% 26% n.a.
1972 89 33% 33% n.a.
1977 60 n.a. 34% n.a.
1973 146 34% 35% 18%
1976 34 33% 35% 18%
1983 28 45% n.a. n.a.

b 33 3% n.a. n.a.

1991 69 n.a. 34% 24%

b > 100 n.a. 23% n.a.

1997 49 29% 28% 14%
33% 3%

Low

(15%)
< 15%
na.
(15%)
3%

7%

n.a.
(13%)

n.a.

0%
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NOTES:

n.a.
(a)
(b)
(c)

(d)
(e)

(f)
()
(h)
(i)
(i)

Result not computed in study or not available.

From “Discounts Involved in Purchases of Common Stock (1966-1969),” Institutional Investor Study Report
of the Securities and Exchange Commission. HR. Doc. No. 64, Part 5, 92d Cong., 1st Sess. 1971, pp.
2444-2456.

From Milton Gelman, “An Economist-Financial Analyst’s Approach to Valuing Stock of a Closely Held Com-
pany,” Journal of Taxation, June 1972, pp. 353-354.

From Robert R. Trout, “Estimation of the Discount Associated with the Transfer of Restricted Securities,”
Taxes, June 1977, pp. 381-385.

From Robert E. Moroney, “Most Courts Overvalue Closely Held Stocks,” Taxes, March 1973, pp. 144—154.
From J. Michael Maher, “Discounts for Lack of Marketability for Closely-Held Business Interests,” Taxes, Sep-
tember 1976, pp. 562-571.

From “Revenue Ruling 77-287 Revisited,” SAC Quarterly Reports, Spring 1983, pp. 1-3.

This study is unpublished. It is discussed in Shannon P. Pratt, et al., Valuing a Business. The Analysis and
Appraisal of Closely Held Companies., Third Edition, Homewood, lllinois: Irwin Professional Publishing, 1995,
p. 341.

From William L. Silber, “Discounts on Restricted Stock: The Impact of Wlliquidity on Stock Prices,” Financial
Analysts Journal, July-August 1991, pp. 60-64.

This study is unpublished. It is discussed in an article by Lance 5. Hall and Timothy C. Polacek, “Strategies for
Obtaining the Largest Discount,” Esfafe Planning, January/February 1994, pp. 38-44.

This study was published as Chapter 12 of Z. Christopher Mercer, Quantifying Marketability Discounts,
Peabody Publishing, LP, 1997, pp. 345-364.
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'N IN ONNNY7 [N 097 ,NINOIRN YA N1'N NS0 nw'a - »
Look-back put ) "inx7 n7ononn” "on nxoIxd nin'non
.(option

N'2NN DX 1IDN7 NIMNN 7v2n NYam NIN'NoN 'RY KIN [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
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nNINN NN DN N'¥oIND DLOM -n 'iw a1lv'n 0'00a  »
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

Uin'n 2'Nn 0" X7Y N2'N DT AI0N AIYN7 NY7AYW NiaDImn e
1'70NN 770D YAl UIin'n 1NN NYYNn?I NYX9IX? VIagl VIT
JIN1D X71 2W'NN
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oy (1993) q*'x 91in1 ,(1976) 772 71m 7y nooiann
7TnN" ;707) Qqwnna "201I'Y 19D NIYATI NINKNN
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.(At-the-Money synthetic put option) "qo>2" n*vva1o

7'TNNN NYIIN NN'NON 'RY KIN '72700 7Tmn ¥ ['van @
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V2 DX NX9N (N'UIIN'M NT NPNL) 1O NUXOIR N7IWVNY
N1'JN YXA7 NIDT NZavn 'T' 72V NIN'NO 'N720 2NN NNANX
7221) NIN'NON 'K NOIPN 17NN2 INIYIAY 2NN NNAN 7Y

(TAXY NN'NON VIN7X NX 21NN NNA'R? N'TNN

021 NI'NTIIN 7¥ D71V N'¥2219 RIN N'NYOINND 'Y D ')
DAIYN INYNIYW DNIVPO Y ,NN'NOoN 'K NOIPN 7W1 0'0aN
Nina DLOM -n nX IpTaw opnnn 702

N"ya7 '0'72ax |NNS N7ap NIx? N2 (1976) 772 1in
2NN Nk 7w (Forward) *Tnyn 2'nnin 7y 10NN NUYoIN
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1Y NDIYNT? D71V 72170 7T o RINL,'70700 7Timn
D'VXINNN 0" T'NY 0'7In ,Futures) NirTny 7y NIrYoIx
21N NNA'R 7V NI'YSIN ,NNINO0 7Y NI'YOIX ,(N?'70N 1IN
NI'YOINI N"ANN 7'910 'T' 7V DTRIN [IV1'D97 NI'XDIX :|IAD)
NINZOYA NI'XOIX ,(N"ANN 2'TNN ' T' 7V 0T |1v1'97
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T'IVN 2'NNN ' 272 77N wnwnn 0'0an 0D)
1’707 V19N> ,0'0an 021 7w (Forward)

Call=e""[FN(d,)- KN(d,)]
Put=e " [KN(-d,)~ FN(~d,)

In(F/K)=(c?12)-T

CIn(FIK)+(0?/2)-T ]
e T

d =
: o T
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,NADIVNN TVINYT 121 ,n0N102 ('R NTTO) 2NN NNAK 1NN
A3 W N"'w 1% nniax 73.67 XN

.13.60% -> X' AT A'NANn DTN IO NXRIYNN
.01y 3.68 11'n ,NdYNN TVIMY? |12 ,aInn nNax n'nn

97 NI'72MI1IN NIANN NXNUN NN NA'YA NXAN N720N
TVMY7 1121 ,"nan yet T %Y NNoNIoY 19D IRIWK AN'T
('R NOTO) 2NN NNA'R N'NN%? oxNN2 ,NDYNN

NR3 NR2 NR1 BBB+ A- A A+ AA- AA AA+ AAA RF  n7/nn
36.56% 14.20% 8.26% 8.07%  6.00%  5.81%  5.31% 4.55% 4.55% 4.55%  4.55%  3.65%  3.68
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AN'T '97 NI'TRMIN NN NXN0N NN NA'YN AXAN N720N0 ¢
TVIMY? 122 ,"NnaN ywt T 7Y NNoNISY 19D 'KIWN
NNA'X 7 DMI7wnNnn TNX 72 7 n"'Nn? oxnN2a ,Ndynn
("2 Nn1TO) 21NN

NR3 NR2 NR1 BBB+ A- A A+ AA- AA AA+ AAA RF  n"nn
48.32% 9.26%  3.49%  3.30% 1.29% 1.11% 0.62% 0.34%  0.33%  0.32% 0.32% -0.28% 0.31
45.10% 9.53%  3.75% 3.57% 1.56% 1.37% 0.89% 0.61% 0.52% 0.46% 0.46% -0.18% 0.81
42.26% 9.81% 4.03% 3.85% 1.84% 1.65% 1.17% 0.89% 0.73% 0.64% 0.64% -0.04% 1.32
39.75% 10.09% 4.32% 4.13% 2.12% 1.94% 1.45% 1.17% 0.95% 0.84% 0.84% 0.12% 1.82
37.56% 10.36% 4.59% 4.40% 2.40% 2.21% 1.72% 1.44% 1.18% 1.05% 1.05% 0.30% 2.32
35.61% 10.63% 4.85% 4.67% 2.66% 2.47% 1.99% 1.71% 1.41% 1.25% 1.25% 0.48% 2.82
33.90% 10.88% 5.11% 4.92% 2.91% 2.73% 2.24% 1.96% 1.63% 1.45% 145% 0.66% 3.32
32.39% 11.12% 5.35%  5.16%  3.15% 2.97% 2.48% 2.20% 1.83% 1.63% 1.63% 0.84% 3.82
31.07% 11.34% 5.57%  5.38%  3.37% 3.19% 2.70% 2.42% 2.02% 1.81% 1.81% 1.01% 4.32
29.91% 11.54% 577%  5.58%  3.58%  3.39% 2.90% 2.62% 2.20% 1.98% 1.98% 1.16% 4.82
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N1TO0) 2NN NNA'R YW |'R17'0N NI7 DX NA'YN AXAN 07200
7¢ ,N0WNN TVINYT 121 ,n"nnn DX RInN mwn nx L
7 'YW DMUNI9] AWNNNA L( NOTOo) AINN NNANKX

190X |THIX .9

M ovwn NR2-ppabmam  nowpn 0hunvs 1o 197 0159un 2 oYun IR
1,094,301 9.26% 0.31 1,125,000 0 1,125,000  24/04/2011
1,044,717 9.53% 0.81 1,125,000 0 1,125,000  24/10/2011

994,773 9.81% 1.32 1,125,000 0 1,125,000  24/04/2012
944,800 10.09% 1.82 1,125,000 0 1,125,000  24/10/2012
895,376 10.36% 2.32 1,125,000 0 1,125,000  24/04/2013
846,324 10.63% 2.82 1,125,000 0 1,125,000  24/10/2013
798,813 10.88% 3.32 1,125,000 0 1,125,000  24/04/2014
752,317 11.12% 3.82 1,125,000 0 1,125,000  24/10/2014
707,738 11.34% 4.32 1,125,000 0 1,125,000  24/04/2015
30,207,383 11.54% 4.82 51,125,000 50,000,000 1,125,000  24/10/2015
38,429,403 N MY
4.22 90711

28.2% ' 77 rpiron nifm 2man IRR -0
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Intrinsic Value

Independent Business Appraisers

190X |THIX .9

Recognize. Measure. Present the Result.

.01v T=4.82 1'n (‘2 NnT10) aAINN NNA'R "N IR °

N1'N DY T=4.82 7w n"nn? 12'on nYon N'Y2xN NN e
1=1.16%

.0'02n 001 7¥ (Forward) *T'nyn 2'Nnnn NX TINXI DY)

V{719 0'01N 021 7V 'T'NY ATINY X'N N7Y NTIAyN NNan- °

INNXN DI7WUNNY 197 VW X ,2INN NAK [I'TO TVina
UXANN NN Qpn A

12'N NOWNN VM7 (2 N1T0) AN NNAKR 7Y AN N e
.0'wTn 0'7pw 38,429,403
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Intrinsic Value

Independent Business Appraisers

190X |THIX .9

Recognize. Measure. Present the Result.

¥ IY'Ya MY NN DR (2 NATo) AN DNANIE N e
MmI7YUn 72pnn7 omoxw n L (Nmav xn nn7iwun) 4.50%
0.31 mva mva o'wTn 0'7pw 1,125,000 naixa ool
2.82 .0nvw 2.32 ,01vw 1.82 ;01w 1.32 ,01vw 0.81 ,0nv
.0'n 0w 4.32 -1 01w 3.82 ,01v 3.32 ,0Y
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Intrinsic Value

Independent Business Appraisers

190X |THIX .9

Recognize. Measure. Present the Result.

DINITAN "MMTN 7Y 'NDIN DDV NX NA'YN NNAN N7a0n °
TVIND TV NDWNN TWIiNA ('3 NNTOo) 2NN NNA'KN DMI9XN
UNIIN NN PN A2 JNNKRD DI7YUNNY 197 nyY

Mmomovun RF -ppaYma  49pn  ohunbvss 1o 1Ip ovun  ma odun  PPIND

1,125,984 -0.28% 0.31 1,125,000 0 1,125,000  24/04/2011
1,126,692 -0.18% 0.81 1,125,000 0 1,125,000  24/10/2011
1,125,580 -0.04% 1.32 1,125,000 0 1,125,000  24/04/2012
1,122,471 0.12% 1.82 1,125,000 0 1,125,000  24/10/2012
1,117,125 0.30% 2.32 1,125,000 0 1,125,000  24/04/2013
1,109,771 0.48% 2.82 1,125,000 0 1,125,000  24/10/2013
1,100,528 0.66% 3.32 1,125,000 0 1,125,000  24/04/2014
1,089,454 0.84% 3.82 1,125,000 0 1,125,000  24/10/2014
1,076,985 1.01% 4.32 1,125,000 0 1,125,000  24/04/2015
10,031,884 1N MY
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Intrinsic Value

Independent Business Appraisers

190X |THIX .9

Recognize. Measure. Present the Result.

("2 Nn1T0) 2NN nNa'k 7w (Forward) *1ny 2'nnn ,0'97 .
120

F =(38,429,403-10,031,844)-\°*4%2) = 30,031,090

N1TO) AINN NNA'R 7W NNYNON ' A (1IN IV'YIENRND °
AN ,"q002" N'VVI'o DN NN 0'0a 7Y INTIAYA TN (A
N1TO) 21NN NNA'X 7W 'T'NYN 1'NNY7 DY WIinmn 1'NnY
.0'wTh 0'7pw 30,031,090 ,Mp7 ("2
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Intrinsic Value

Independent Business Appraisers

190X |THIX .9

Recognize. Measure. Present the Result.

(Forward) 'Tnyn 'nnn 7¢ 7NN D00 NX TNXI NYD
("2 N1T0) 2NN NNAX Y

TVN 'NNN 7Y [7Nn NT00 D 12NN, NI0YON IX7 e
(Spot) 'Tmn NN 7w jpnn ntoo? nuw (Forward)

NIY'Y Y 7NN NTOO0 N1I'K AN NAR 7Y [PNn N''VO °
NIY'Y 7Y [PNN N0 N'79ON X7X N"ARN 1'NN 7V NXIYNN
QNN NA'R 7Y 1Y 'NN2 D7D [IFT97 NRIWNN
AINN Nark n"nna

O BondPrice — DBond * O BondYield
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Intrinsic Value

Independent Business Appraisers

190X |THIX .9

Recognize. Measure. Present the Result.

N"VO] NYNNWN NIN'NO I'X (2 NNTO) aINN NNA'RIINNND - °
7Y ZIYN M'NNA 0MIAN [IMT97 AXIYNN NIV'Y 7Y 7NN
TVIMY INTpw Nniviawn 52 qwna (' N1T0) AN NI

hbal'hh

NXIYNN NIYV'Y 7¢ ('Wiaw 21v'Nd) N'Mvn [PNn Nt0o ¢
.Ogondvieldq—9-20% -2 12' T 2V NN |I' 197

-D2 NIF 0TI 1T 72V TN (2 N0To) ainn nnark nt'nn e
.01 Dy ,~4.22

('a NOTO) AINN NNA'R 7Y N'Mavn [PNn D00 D97 e
34.85% -22 111 7y nTnXa
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Intrinsic Value

Independent Business Appraisers

022V [OIT]

Recognize. Measure. Present the Result.

D' .

NNOMY? nIront v Nd>wn nhon 1.1
IN7OWUNI 1IN vn 019 1.2

IVXIAY NIMIT 1Y NdyN1 [1'ot ' 1.3
niMNX Nn72an 1.4

"IYN NDWN N'¥nn .2

"IYN NDIYN Nooian D'y yTnn nnim .3
9Dy 4

('R N7TO) "NONT7 NMIYAN 2NN NNAR 'RIN .5
.6
7
8
9
0

("2 N1TO) "NONY NIMIYA 1XYW 2NN NNA'X 'NIN

DLOM xXwia nwixpnn NNson .
AN0N7 NINIYA I'RY Q1IN NNA'RD NNNON 'K QDN A2 [N V'Y TN .

M'ONAN | TNIN
NIXXINI Do .1
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Intrinsic Value 2=

Independent Business Appraisers

nixxini oo .10

Recognize. Measure. Present the Result.

N1TO) 2NN NNA'X 7¥ AN'ONN NOIPN A [IDN Y'Y °
DN N'YOIN 1'NN 0'01 7V MINND 1IINTIAYA TN (2
0'021 021 1'NnI YiIn'm 'nn N7ya ") "qo0>3"a n'onao
(DT

=D2 TNNI 2NN NNAX ['A2 NIN'NO 'NA [I'D1 NRIYAN 197 »
"y '97) n'wTn 0'77v 8,944,670 -7 maninnn 23.28%
(amn nNax? o'wTh n'7pvw 38,429,403 7w jaIn

IN N7 [TNIX ,NIMYOX AT TN ATNX NIFIYV NNaona.
'NIINA JAINI 120 'A 727NnY AINA NNA'RA NIN'NOoN
JAIN MY
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Intrinsic Value

Independent Business Appraisers

nixxini oo .10

Recognize. Measure. Present the Result.

'N N7y | TRNIXR , NIMYUDK AT TN AT'NX NI'YLV N"aona
'NiiNA jJainl 220 ' 'TJPDHW AlNN NNA'™RA NNM'NOoN
JAInn 'Y

4.82 7w n''n \wni 34.85% v |n n"vo nn alw'Nn
.0NY

DZNNN NIXRXINT AXIYAA 1120 AXM NNNoA 'R Y'Nn °
A"NAINA YNIAY DTNTIND

lnhnh DINN"Y AN YMINXKN DNYhOoN 'R YN ,019%a  °
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Intrinsic Value

Independent Business Appraisers

nixxini oo .10

Recognize. Measure. Present the Result.

NnIXXINA nindion 2009 mawn IRS -n ni'man 7w Ao e
.O'NX¥NN 2'0 227 ngniannl 01N DNgnn Y

DNA NMYOIN NNNAN 7Y R'TINdA avnaa o nm IRS-n e
NYON W YN IT awaw ninn? "qoca"” nruvaon
NN7VIN X7 (21N DNAKNIE NINITD ,"MP) DN'NO 2'RY AIN
.09Yn M1 NITA NAND TV
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n

Recognize. Measure. Present the Result.

D'21D'0N 71N 'Y NIDOYN X727
"M YON 'M7a NIN

(70 1'a) John C. Hull

,The derivatives bible ) "o"rn 7¢ 7"1n0" anp
(Options, Futures, and Other Derivatives 190n
2009
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