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Fundamentals, Technigues & Theory CAPITALIZATIONDISCOUNT RATES

E.

VALUE-NETEX

The Value-Netex model 1s derived directly from the Black/Green model. This model 1s used in
the software program eValPro™ (no longer available) developed by Value-Netex Corporation.
The following 1s a briet description of the model:

The Value-Netex Build-Up Method 1s a new method that effectively enhances or builds upon
the Black/Green Build-Up Summation Method. Robert L. Green, CPA, CVA., CFE. CM&AA,
was co-developer of the Black/Green BuilgFUpP s : 5 cthod that
was largely based on the same factors thit are lllLlude to derive a dlamunt rate ul

CAPM (that being the Safe Rate ot Return and ‘ sK Premium i excess of the
sate rate with a beta of one assumption). The theoretical basis for this method 1s that investors
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the ability to take into consideration more 1ssues when developing the rate. The Value-Netex
Method considers the following general risk factor categories, broken down between
Quantitative categories and Qualitative categories; the range of rates 1s also included.

Quantitative Categories of Rusk:

Liguidity
Leverage
(Jperations
Cost Control
Growth

.
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Qualitative Categories of Risk:

Competition
Management
Stability
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Quantitative Risk Categories:

Liquidity

Leverage

Operations

Cost Control

Growth

Total Quantitative Risk

Qualitative Risk Categories:

Competition

Management 5.
Stability 4.
Total Qualitative Risk 5.00%
Specific Company Risk Premium 32.00%
Calculation:

Risk-Free Rate 5.98%

Add: Specitic Company Risk Premium 32.00%
Total Pre-tax Capitalization Rate 37.98%
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