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Valuing non-public entities

3 methods
Markets & Transactions
Working with management _
Hybrids

Sum Of
The Parts

Case study exercise
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Income methods
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Markets methods
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Assets methods

Assets’ saleable values

_ Premise of value:
Relationship ] ' w= going concern?
to business liquidation ?

operations collection of assets ?
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Work with management on contentious assumptions

Modelling inputs:
e.g. online customer
acquisition & renewal rates

How achievable are
revenue growth projections ?

Longer projection period BITDA as proxy for Cash Flow
Normalising needed to reach steady state to normalise Working Capital

growth? swings?

Positioning net debt / cash

Add in non-core assets
and
equity investments

Equity value - Net Cash =
Enterprise Value

counter-intuitive to a founder



Down Rounds - Could valuations have been done better?

VA TECHNASIA  news
VC VALUATIONS

Interest
rates impacting both
costs and DCFs

PREMIUM VISUALS VIDEOS NEWSLETTERS CATEGORIES ~ MARKETS

Norway's Oda loses unicorn status with
new round ECOMMERCE / INVESTMENTS / M

@ Jofie Yordan - 23 Feb 2023 - 1 min read

Shein to close new funding round at

FORTUNE RANKINGS v MAGAZINE NEWSLETTERS PODCASTS MORE-

lower valuation
FINANCE - STRIPE Public markets

Why a Stripe down round would be a ‘gooc
startups, according to one VC Fintech Varo reportedly seeks
funding at lower valuation

Q Lucinda Shen, author of Aios Pro: Fintech Deals
7 hours ago

valuations falling too

REUTERS® World v Businessv Legalv Marketsv Breakingviews Technology v Investigations Employee options’
value loss
- Forbes
5‘ Business
E‘ 3 minute read - August 9, 2022 8:49 PM GMT+1 - Last Updated 7 months ago . . A
*‘ Dreaded 'down rounds' shave billions off
. Al &, E o) - 7‘9
startup valuations Cloud Startup OutSystems

By Manya Saini

More valuation
realism to remove
stigma?

$9.5 Billion Valuation Is
Slashed In Half After New
F'unding Round




Case Study 1

Online pet food subscription business

Background Valuation

Manufacture & UK sale of pet food

Description Direct to consumer; online only Amount invested £10m
Monthly renewable subscriptions
Founders L . .
Investors . e Subscription customer acquisition and retention
3 venture capital funds Revenue projections

30 angel investors rates

Unit economics of manufacturing, marketing &
Revenue £10m annualised at December 2022 Cost projections distribution
Headcount investments to scale the business

Capital . . i _ ) _ .
intensity High: manufacturing machinery; website Gross Margin 20%
Age 2 years EBITDA Margin -10%

Reason for Due diligence to attract £4m venture debt facility, undrawn
. o Debt . .
valuation new venture capital investors £3m equipment finance, drawn

What valuation

How will you How will you
method?

forecast revenue? forecast costs?




Case Study 2

Online gifting marketplace

Background

Description

Investors

Amount
invested

Capital
intensity

Age

Reason for
valuation

Marketing and online sale of household goods
Intermediary marketplace of 5,000 UK merchants
Commissions charged to merchants; no inventory

Founders
4 venture capital funds
Widespread employee options

£220m

Low: website and app

7 years

Venture Capital investors selling stakes to new investors

Equity awards valuation report for HMRC

projections

projections

Gross Margin

EBITDA Margin

Valuation

£60m annualised at December 2020

Customer frequency and average order value
Triangulated against:

(i) Channel marketing return on spend

(i) Volume of products sold by active merchants

Online channel marketing
Brand marketing
Website development

75%

10%

£3m credit facility, undrawn

How will you How will you

What valuation
forecast revenue? forecast costs? method?
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