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  ARTICLES OF ASSOCIATION

TITLE I: COMPANY NAME – HEAD OFFICE - OBJECT - PERIOD

Article 1. Company name

Under the following name

Tpresso SA

a public limited company, is formed and shall be governed by these Articles of Association and by Title XXVI of the Code of Obligations.

Article 2. Head Office

The company’s head office is in Saint-Barthélemy VD.

Article 3. Object

1. The object of the company is as follows:

a.
to research, develop, manufacture and market, primarily based on technologies under license from Monodor SA, systems to prepare and package tea and herbal teas as individual portions and equipment and utilisation accessories;


b.
manage contracts in these areas.



2. It may in particular:

-
carry out any real-property, industrial, commercial or financial activity that is directly or indirectly related to its object;


-
create branches or subsidiaries in Switzerland and abroad;

                      
· take participating interests in any companies that are directly or indirectly related to its object;      







                                  
· grant loans or guarantees to shareholders or to third parties if doing so promotes its interests.








                      
Article 4. Period

The company has no set period.

TITLE II: SHARE CAPITAL – SHARES – BENEFICIARY CERTIFICATES

Article 5. Par Value - Division - Nature of the Securities

1. The share capital is set at the sum of CHF 1,000,000.00 (one million francs). It is paid up in the amount of CHF 200,000.00 (two hundred thousand). 

2. It is divided into 50,000 (fifty thousand) shares of 20.00 (twenty francs) each, paid up in the amount of 20% (twenty percent).

Article 5a. Planned Purchase of Items 

The company plans to purchase from Monodor Distribution SA, a public limited company with its head office in Saint-Barthélemy VD:

1. for the maximum price of CHF 218,000.00 (two hundred eighteen thousand francs), a laboratory to enable it to perform the research necessary on tea and to conduct the tests necessary to develop various processes for manufacturing capsules.

2. for the maximum price of CHF 180,000.00 (one hundred eighty thousand francs), a prototype production line, used for operations to prepare tea in thin broken pieces, establish proportions and filling the capsules, seal a filter at the bottom of the capsules, and create air-tight seals for the filled capsules.

3. for the maximum price of CHF 202,000.-- (two hundred two thousand francs),  a tea tasting line ("Teataster" OCS Model), which is, on the one hand, a machine (a prototype at this stage) Texplorer, used to extract the beverage from the capsule using sophisticated technology with differentiated temperature and pressure parameters for optimal extraction of each type of tea and, on the other hand, the production rights for a line of cups, teapots and decanters made of crystal and protected by patent, ensuring high-end development of tea flavours and aromas.

Article 5b. Special Benefits 

The 50,00 (fifty thousand) registered beneficiary certificates give their beneficiaries the same rights to the dividend as a share as indicated in Article 6b below, and have been allocated to Jean-Claude Badoux, domiciled in Lausanne, Pierre Boppe, domiciled in Crans-près-Céligny, and to Waggle SA, in Saint-Barthélemy VD.

The beneficiaries of these beneficiary certificates shall determine the division of these certificates. 

Article 6. Shares - Certificates – Share Register

1. The shares are registered. Each share entitles the holder to one vote in the regular meeting of shareholders. 

2. The shares are numbered and signed by a member of the Board of Directors.

3. In lieu of shares, numbered certificates that represent one or more shares may be issued.

4. The registered shares may be converted into bearer shares and vice-versa.

5. The company shall keep a register of the registered shares. It shall mention the name and address of the owners and usufructuaries. The register of shares may be consulted at any time by any shareholder at the head office of the company.


6. For shares to be recorded in the register, a document must be submitted that establishes the acquisition of the share in an ownership or usufructuary capacity. Before entering a new shareholder in the register of shares, the company shall ensure that the procedure provided for in Article 7 of these Articles of Association has been observed.

7. With regard to this company, only persons who are listed in the register of shares shall be considered shareholders or usufructuaries. This entry shall be mentioned on the shares or share certificates and certified by the signature of one director. 

Article 6b. Beneficiary Certificates

1. In favour of the three founders, 50,000 (fifty thousand) registered beneficiary certificates shall be created. 

2. The beneficiaries of these beneficiary certificates shall determine the division of these certificates among their beneficiaries. They shall inform the Board of Directors of this, which shall keep a register of names for the beneficiary certificates that have been allocated. 

3. Each beneficiary certificate gives its beneficiary the same rights to the dividend as a share. It does not grant a preferential subscription right. 

Article 7. Transfer of Shares – Approval of the Board of Directors – Grounds for Refusal in General

1. Shares are transferred by endorsement and are subject to being recorded in the register of shares.



2. Any transfer of shares, as owner or usufructuary, shall also be subject to the approval of the Board of Directors, which must proceed as described in the following paragraphs. If the requested approval is refused, or as long as it has not been granted, the full ownership of the shares and all the rights included therein shall continue to belong to the shareholder listed in the register of shares.

3. The shareholder who wishes to transfer all or a portion of his shares must inform the Board of Directors thereof and, if the purchaser is a natural person, must accurately indicate his identity and his occupation, or, if the purchaser is a legal person, its full business name, its head office, its object and its activities, as well as the identity and nationality of all the persons that hold its capital and comprise its management.

4. The Board of Directors may refuse to grant approval if the purchaser does not expressly certify that he is acquiring the shares in his own name and on his own behalf. In any event, the approval shall in all cases be refused if the transferor fails to provide the Board of Directors with all of the information required in paragraph 3 above.

5. The Board of Directors may also refuse to grant approval for valid reasons. The following are considered valid reasons for refusal: 

a.
any circumstance that makes it possible to presume that the purchaser or his beneficiary, because of his indirect or direct links (including by his relatives or relatives by marriage), with the competition or for any other reason that would be in opposition to the company or its interests or that could jeopardise the achievement of the corporate object under optimal conditions; 

b.
any circumstance that makes it possible to presume that if the requested transfer occurs, it would cause the company to lose its economic independence or would obviously endanger it, primarily due to the extent of the participating interest in question of the purchaser or his presumed or admitted intentions. 

6. If a refusal for approval is found to be unjustified by a judgement, this judgement shall take effect as of the time it is final. 



7. The Board of Directors may also refuse to grant approval without indicating any reasons by giving the transferor the opportunity to take back his shares for other shareholders, third parties or for the company, at their real value at the time of the request for approval. This real value shall be set each year by the auditing firm, based primarily on the latest management report approved by the regular meeting of shareholders using the formula appended to these Articles of Association (the discounted cash flow method according to Exhibit I of these Articles of Association). If one or more shareholders dispute the price set by the auditing firm, the real value of the shares shall then be determined by a fiduciary with an established reputation, chosen unanimously by the shareholders and remunerated equally by all the parties. If the shareholders disagree on the choice of the fiduciary, the fiduciary shall be appointed by the presiding judge of the arrondissement court where the head office is located. The fiduciary’s decision shall be final  and not subject to challenge by any means (judicial or alternative) whatsoever. In any case, to be legally exercised, the redemption right by other shareholders and/or by the company must be for all of the shares offered. 



8. The Board of Directors must notify the transferor of the approval of the transfer, the rejection or offer by the company and/or other shareholders to take the shares back no later than three months after receipt of the transfer request. The procedure by which the transferor’s shares are offered to the other shareholders, if applicable, shall be defined by the Administrative and Organisational Regulation. 

Article 7b. Transfer of Shares by Inheritance, Division by Will, Based on the System of Matrimonial Property, or in Execution Proceedings 

1. If shares are acquired by inheritance, division of will, a system of matrimonial property or execution proceedings, the entry of the new person who acquires the shares in the register of shares may be rejected only if the company or shareholders offer the person who acquires the shares the opportunity to buy back the shares in question at their real value as of the day of the registration application (Article 685b paragraph 4 and 685c paragraph 2 of the Code of Obligations). This real value shall be calculated in accordance with the instructions in Article 7 paragraph 7 of these Articles of Association and Exhibit I hereto. The procedure for setting the real value, as well as the dispute procedure, are as described in Article 7 paragraph 7 of these Articles of Association. 

2. If shares are passed on to the direct descendants and/or the spouse under an inheritance or division by will, the company or the shareholders are entitled to purchase these shares in accordance with the preceding paragraph only if the person who acquires them, because of his indirect or indirect links (including through his relatives or relatives by marriage) with the competition or for any other reason, would be in conflict with the company or its interests or could jeopardise the achievement of the company’s object under optimal conditions.

Article 8. Indivisibility of Securities – Rights Attached to the Shares

1. Each share is indivisible with regard to the company, which recognises only one owner for one share.

2. Each share entitles the holder to a portion of the profit according to the balance sheet and the proceeds from liquidation in proportion to the payments made in the share capital. 

3. The shareholders are liable only for the items in the Articles of Association and are not personally liable for corporate debts.



Article 9.
Capital Increase – Preferential Subscription Right

1. The regular meeting of shareholders shall decide to increase the share capital; this increase must be carried out by the Board of Directors within three months.


2. Any shareholder is entitled to the portion of newly issued shares that corresponds to his prior participating interest. If the capital consists of several categories of shares, a shareholder may only subscribe new shares from the category to which the shares he already owns belong.

3. The decision taken by the regular meeting of shareholders to increase the share capital may not eliminate or limit the preferential subscription right without valid grounds.

4. The shareholders who do not plan to exercise their preferential subscription right and who desire to transfer it either to other shareholders or to third parties must apply to the Board of Directors for authorisation to do so, indicating accurately:

a.
the identity, nationality and domicile of the purchaser(s);

b.
the number and category that the purchaser(s) may acquire;


c.
the total number of votes that the purchaser(s) would have after the transaction, taking into account the votes he/they already have if applicable.

The Board of Directors may refuse to grant approval for the transfer of all or part of a shareholder’s preferential subscription right if circumstances make it possible to assume that the purchaser(s) or his/their beneficiary, due to his/their indirect or direct links (including by his relatives or relatives by marriage) with the competition, or for any other reason that would be in opposition to the company or its interests or that could jeopardise the achievement of the corporate object under optimal conditions. 

TITLE III: REGULAR MEETING OF SHAREHOLDERS

Article 10. Decisions


1. The regular meeting of shareholders is the supreme authority of the company.

2. Its decisions shall be binding on all of its shareholders, even those who are not present or represented.

3. Decisions of the regular meeting of shareholders that breach the law or the Articles of Association may be challenged by the Board of Directors or each shareholder under the conditions provided for in Articles 706, 706a and 706b of the Code of Obligations.

Article 11. Duties

The regular meeting of shareholders has the inalienable right:

1.
to adopt or amend the Articles of Association,



                      
2.
to appoint and dismiss the members of the Board of Directors and the auditing firm,









                      
3.
to approve the annual report and the group’s financial statements,

           
4.
to approve the annual financial statements and determine the use of the profit from the balance sheet, in particular to set the dividend and the directors’ fees,
                                                                                                                              
5.
to give discharge to the members of the Board of Directors and general management,

6.
to take all the decisions reserved for it by the law or the Articles of Association.       
Article 12. Meetings

1. The regular meeting of shareholders shall be held at the head office or at any other location in Switzerland or abroad that is designated by the governing body that convenes it.

2. The regular general meeting of shareholders shall be held each year no later than six months after the close of the fiscal year.

3. A regular meeting of the shareholders may be held on an extraordinary basis as often as necessary.



4. The provisions that follow apply to the regular and special general meetings of shareholders.



Article 13. Meeting Announcements

1. The regular meeting of shareholders shall be convened by the Board of Directors and, as necessary, by the auditors. The liquidators and, if applicable, the representatives of the obligees, are also entitled to convene the meeting.

2. One or more shareholders that represent at least ten percent of the share capital may also ask to have a regular meeting of shareholders convened.
 

Article 14. Method of Convening the Meeting and Agenda

1. The regular meeting of shareholders shall be convened at least twenty days before its meeting date by a single notice according to the procedure provided for in Article 38 of these Articles of Association. 

2. The Board of Directors shall prepare the agenda. One or more shareholders who represent at least ten percent of the share capital may ask to have an item placed on the agenda. The request to do so must be sent to the Board of Directors at least 45 days before the regular meeting of shareholders. 

3. The items on the agenda shall be mentioned in the announcement of the meeting of shareholders, as well as the proposals of the Board of Directors and the shareholders who asked to have the meeting convened or to have an item placed on the agenda. 

4. The announcements for the general regular meeting of shareholders must inform the shareholders that the management report and the audit report are available to them at the head office of the company and branches no later than twenty days prior to the regular meeting of shareholders.

5. No decision may be taken on items that have not been duly placed on the agenda, except for proposals to convene a special general meeting of shareholders or to institute a special audit.

6. It is not necessary to announce in advance proposals that are part of the items placed on the agenda, nor deliberations that need not be followed by a vote.

Article 15. Universal Meetings

1. If there is no opposition, the owners or representatives of all the shares may hold a regular meeting of shareholders without observing the forms required for convening the meeting.

2. For as long as all of the owners or representatives of all the shares are present, this meeting is entitled to deliberate and make rulings legitimately on all the items that are under the purview of the regular meeting of shareholders.

Article 16. Representation

A shareholder may have a person who has a power of attorney represent his shares, and that person may or may not be a shareholder.

Article 17. Officers

1. The regular meeting of shareholders shall be chaired by the Chairman of the Board of Directors or, if he is unable to do so, by another Board member appointed by the meeting.

2. If no members of the Board of Directors are present, the meeting shall appoint a chairman for the day.

3. The chairman shall appoint the secretary and one or more tellers if need be, and none of them need necessarily be shareholders.

Article 18. Voting Rights

Shareholders shall exercise their voting rights at the regular meeting of shareholders in proportion to the number of votes allocated to all of the shares they own.

Each shareholder is entitled to at least one vote, even if he owns only one share.

Article 19. Deliberations

1. The regular meeting of shareholders shall be considered legitimate regardless of the number of shareholders present or represented.

2. The meeting shall take its decisions and conduct elections based on an absolute majority of the votes allocated to the represented shares.

3. If a second round of voting is necessary, a relative majority shall suffice. In the event of a tie, the chairman’s vote shall break the tie for decisions. For elections, a drawing shall decide.

4. In general, voting shall take place by a show of hands, and the elections shall be by secret ballot, unless the meeting decides otherwise.

Article 19b. Special and Qualified Majorities 

A decision of the regular meeting of shareholders requires at least two-thirds of the votes allocated to the represented shares and the absolute majority of the par values is required for:

1. a change in the company’s object, 

2. the introduction of shares with preferential voting rights,

                  
3. the elimination or limitation of the transmissibility restriction on registered shares, 
4. a conditional or authorised increase in share capital,                                            
5. an increase in share capital using equity in exchange for a contribution in kind or for a take-over of assets and granting special benefits,                                      
6. the limitation or elimination of the preferential subscription right,                            
7. the transfer of the company’s head office,



                  
8. the dissolution of the company without liquidation. 

9. the conversion of registered shares into bearer shares. 

Article 20. Minutes
 
1. The minutes of the sessions of the regular meeting of shareholders shall be prepared and mention information about shareholder representation, decisions taken, appointments, requests for information and answers given, as well as statements the shareholders ask to have recorded.

2. The chairman, the secretary and, if applicable, the tellers, shall sign the minutes. The Board of Directors is responsible for retaining all the minutes for a period of ten years.

3. Excerpts from the minutes that are issued shall be certified as true by a member of the Board of Directors.

4. The authentic form of decisions that amend the Articles of Association according to Article 647 of the Code of Obligations shall be required.

TITLE IV: BOARD OF DIRECTORS

Article 21. Composition

1. The company shall be administered by a Board of Directors consisting of one or more members chosen from the shareholders and appointed by the regular meeting of shareholders.

2. The majority of the members of the Board of Directors must be Swiss nationals or nationals of a member state of the European Union (EU) or the European Free Trade Association (EFTA) and their domicile must be in Switzerland.

Article 22. Period of Service - Organisation

1. The period for the service of the members of the Board of Directors shall be one year. The period shall end at the regular general meeting of shareholders that follows the expiry of their term.

2. They may be re-elected for an unlimited number of terms. The member appointed to replace another member shall remain in his duties for the period of his predecessor’s term.

3. In the event of a plurality of members of the Board of Directors, the Board shall appoint a chairman and, if necessary, a vice chairman. The Board shall also appoint a secretary who need not be a director. 

Article 23.  Deliberations

1. If the Board of Directors is comprised of several members, its decisions shall be taken by a majority of votes of the members present, provided, however, that these members form the majority of the Board.

2. In general, decisions (votes and elections) shall be by a show of hands unless a member of the Board of Directors requests a secret ballot. In the event of a tie, the Chairman’s vote shall break the tie.

3. The above quorum, however, is not necessary for establishing the subsequent paying-up of the capital or the execution of a capital increase and deciding to amend the Articles of Association as a result.

4. The decisions of the Board of Directors may also be taken in the form of a written approval for a proposal unless one of the members requests a discussion.

Article 24. Minutes

1. A record of the decisions of the Board of Directors shall be kept, even if only one person is in charge of administration.


2. If there are several members of the Board of Directors, the minutes of each session shall be signed by the Chairman of the session and the Secretary. The minutes must indicate the members who are present as well as decisions made by circulating files. 

3. The decisions of the Board of Directors may also be taken in the form of a written approval for a proposal, unless one of its members requests discussion. They must be written in the minutes.  

Article 25. Meeting Announcements – Right to Information

1. The Board of Directors shall meet as often as business requires and shall be convened by the Chairman of the Board.

2. Each member of the Board of Directors may require that the Chairman immediately convene a session of the Board of Directors and must indicate the reasons for doing so.

3. In addition, each member of the Board of Directors is entitled to obtain information in accordance with Article 7l5 a of the Code of Obligations.

Article 26. Authority

1. The Board of Directors has the most extensive authority to manage and represent the company vis-à-vis third parties. The board may take decisions regarding all matters that are not assigned to the regular meeting of shareholders or the other governing bodies of the company.

2. The Board of Directors shall manage the company’s business to the extent that it has not delegated the management thereof.

3. The Board of Directors has the following intransmissible and inalienable duties:

1.
exercise the senior management of the company and prepare the necessary instructions,                                                                                                                 
2.
establish the organisation,
                                                                                       
3.
set the accounting and financial auditing rules as well as the financial plan provided that it is necessary to manage the company,
                                         
4.
appoint and dismiss persons in charge of management and representation,        
5.
exercise high surveillance over persons in charge of management, to ensure, among other things, that they observe the law, the Articles of Association, the regulations and the instructions that are given,
                                                     
6.
prepare the management report, prepare for the regular meeting of shareholders and carry out its decisions,
                                                                
7.
inform the judge in case of over-leverage.
                                                     
4. Furthermore, the Board shall take decisions regarding the subsequent call for contributions with regard to shares that are not fully paid up, as well as decisions regarding the establishment of capital increases and the ensuing amendments to the Articles of Association. Finally, the Board shall verify the professional qualifications of the particularly qualified auditors when the law provides for hiring them.

5. The Board may delegate to certain of its members, individually or grouped into committees, the responsibility for preparing and carrying out its decisions or to oversee certain matters.

Article 27. Organisation and Delegation of Management

The Board of Directors may delegate all or part of management to one or more of its members (delegates) or to third parties (directors) in accordance with the Organisation Regulation it establishes.

Article 28. Representation

1. The Board of Directors may delegate representation authority to one or more of its members (delegates) or to third parties (directors, authorised agents or business representatives).

2. The Board shall establish the method of signature.

3. At least one member of the Board of Directors, domiciled in Switzerland, must have the authority to represent the company.

Article 29. Compensation

In addition to being reimbursed for their expenses, each member of the Board of Directors is entitled to compensation for the work they perform for the company.

TITLE V: AUDITING FIRM

Article 30. Elections - Qualifications - Period

1. The regular meeting of shareholders shall elect one or more auditors who are listed in the Commercial Register. The meeting may appoint alternates.

2. The auditors must meet the qualification and independence requirements set by Articles 727 et seq. of the Code of Obligations.

3. They shall be appointed for a period of one year and may be re-elected.

Article 31. Duties

1. The auditing firm shall verify whether the bookkeeping, annual financial statements and the proposal for using the profit on the balance sheet comply with the law and the Articles of Association.

2. The auditing firm shall submit a written report to the regular meeting of shareholders on the result of its audits and shall recommend approving the annual financial statements with or without reservations, or sending them back to the Board of Directors.

3. If during its audit the auditing firm finds violations of the law or the Articles of Association, it shall inform the Board of Directors thereof in writing and, in serious cases, shall also inform the regular meeting of shareholders.

4. In the event of serious over-leverage, the auditing firm shall advise the judge if the Board of Directors fails to do so; in preparing their report and in providing information, the auditors shall ensure that they safeguard the company’s business secrets.

5. The auditor must be present at the regular meeting of shareholders unless the meeting excuses him from attending by unanimous decision.

TITLE VI: ANNUAL FINANCIAL STATEMENTS - RESERVE - DIVIDENDS

Article 32. Fiscal Year

1. The fiscal year begins on 1 January and ends on 31 December.

2. The first fiscal year only shall begin on 27 August 2007 and end on 31 December 2008. 

Article 33. Management Report

1. In accordance with Articles 662 to 670 of the Code of Obligations, a management report shall be prepared each year, consisting of a balance sheet and profit and loss statement for the company, as of the date of 31 December, as well as an annex according to Article 663b of the Code of Obligations, of the annual report and, when the law so requires, the group’s financial statements.

2. The expenses for creating the company, share-capital increases and organisation that are necessitated by the creation, expansion or conversion of the company may be listed on the balance sheet. They must be indicated separately and depreciated within five years.

Article 34. Distribution of Profit

1. Compliance is required with the imperative provisions of Article 671 of the Code of Obligations that deal with compulsory payments to the general reserve.

2. The balance of the profit that results from the balance sheet shall be distributed in accordance with the decisions of the regular meeting of shareholders.

Article 35. Payment of the Dividend

The dividend shall be paid at the time set by the Board of Directors. Any dividend that has not been claimed within five years after it is due shall automatically belong to the company.

TITLE VII: LIQUIDATION

Article 36. Liquidation

1. If the company is dissolved for reasons other than bankruptcy or court decision, the liquidation thereof shall be carried out by the Board of Directors unless the regular meeting of shareholders decides otherwise.

2. At least one of the liquidators must be domiciled in Switzerland and have the authority to represent the company.

Article 37. Authority of the Liquidators - Distribution

1. During the liquidation, the authority of the company’s governing bodies shall be restricted to acts necessary for this liquidation and which, by their nature, are in no way under the purview of the liquidators.

2. The regular meeting of shareholders shall retain the right to approve the financial statements of the liquidation and to give discharge.

3. After the liabilities have been extinguished, the available assets shall first be used to reimburse the share capital that has been paid.

4. The balance, if any, shall be distributed based on a decision of the regular meeting of shareholders.

TITLE VIII: PUBLICATION - JURISDICTION
 

Article 38. Publications

1. The company’s publications are valid when placed in the Swiss Official Gazette of Commerce.

2. The company’s communications with shareholders shall be sent by certified letter to the address of each of the shareholders listed on the share register.

Article 39.  Jurisdiction

All disputes that may arise during the period of the company or the liquidation thereof, either between the shareholders and the company or the members of the Board of Directors and the auditors, or among the shareholders themselves due to the company’s business, shall be submitted to the courts of the canton where the company’s head office is located.

ARTICLES OF ASSOCIATION ADOPTED by the founding meeting of 27 August 2007. 

EXHIBIT I

(in addition to Article 7 paragraph 7 and 7b paragraph  1 of the Articles of Association of Tpresso SA)

Discounted Cash Flow (“DCF”) Method

The value of a business corresponds to the net projected cash flows intended for the investors, updated at a rate that takes the risks and the value of the money into account over time. 

In practice, the value of a company is estimated on the basis of future free cash flows, which are updated at a rate that corresponds to the weighted average cost of the capital (equity and foreign funds). Free cash-flows correspond to operating cash-flows net of taxes after the investments in fixed assets and working capital are deducted as needed. 

To obtain the company value of operating activities, the sum of the discounted future free cash-flows is obtained for the explicit projection period to which a residual value is added. 

The calculation of the residual value1 is based on the capitalisation of the durable free cash-flow to the cost of the capital. The underlying assumption is that of continuous operations in the long run and this takes into account infinite growth that corresponds to expected long-term growth. 

The discount rate that applies for the capitalisation of free cash-flows corresponds to the Weighted Average Cost of Capital or “WACC”. This is comprised of the cost of the equity and the debt after taxes. 

The cost of the equity consists of two elements: the risk-free interest rate and the risk premium for equity. The estimate of the risk premium for equity is based on the Capital Asset Pricing Model (“CAPM”), according to which the risk premium specific to a company is the result of the market risk premium multiplied by levered beta. Levered beta is a measurement of a company’s risk relative to the market and depends, among other things, on its financing structure. 

The cost of the debt is comprised of a risk-free interest rate and a risk premium. This risk premium takes into account the fact that a company cannot borrow funds at the risk-free interest rate but must, because of the risk inherent to the company, pay lenders an interest premium.

To obtain the market value of the equity, the value of the assets excluding operation, including cash not necessary for operation, is added to the value of the company, and the interest-bearing debts are subtracted.

� Residual value = durable free cash-flow / (WACC – durable growth rate)
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