4 Persistent & High RoC

Market Share + Eco of Scale

Habit

Customer Captivity / High search costs
\_ High switching costs

Demand

No growth

Sustainable margins License

Current state of business sustaible to perpetuity Only when barriers to entry i & Sources Patent

@ Deduct maintenance capex + WC A @ Distributable earnings to owners Copyright
J
Normalised sales & margins 4\ Adjust EBIT Earnings Power Value Supply Technology / Process
O

J Less maintenance capex & WC /q T Add Depreciation & Amortisation Cheap Labour

Seperate last few years in growth & maintenance component ~ T Add growth SG&A; R&D Cheap Capital

—0

1 Tax at full rate Low cost operator

Subtract debt and add excess cash for equity value ~ Capitalize at WACC or desired return % Brand or Product differentiation by itself is not enough

—O

Is it due to Management or Franchise biz

W EPV > RV
Franchise Margin

Relation to Reproduction Valu

Excess Capacity

@ EPV < RV
Poor Management



