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CURRICULUM VITAE: the science side (the background)….
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CURRICULUM VITAE: …the venture capital side….
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CURRICULUM VITAE: …the technology transfer side (back to science)….
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CURRICULUM VITAE: …the Venture Capital (again)….
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“I’ve seen things you people 
wouldn't believe. Attack ships 

on fire off the shoulder of 
Orion. I watched C-beams 
glitter in the dark near the 
Tannhäuser Gate. All those 

moments will be lost in time, 
like tears in rain. Time to die.”

(1982, Blade Runner)

GOAL OF THE WEBMINAR:
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VALUATION METHODS FOR STARTUPS

9

▪ Discounted cash flow

▪ Comparable company

▪ Multiple method

▪ Precedent transactions

▪ Venture Capital method

▪ Berkus method

▪ …..



DISCOUNTED CASH FLOW

Discounted Cash Flow

The value of an asset is the present value of the expected cash flows on that
asset, over its expected life:

10

Uncertainty on the cash flows. The problem is the identification of the benchmark value. 

Problems

The choice of the financial structure for the identification of the WACC.  

DCF doesn’t work because there is little or no historical financial data and projected cash 

flow is thus pure speculation; problems on cost of capital and beta. 

Expected development time period could be different from the real time period. 

If your valuations are unbiased, you should find yourself increasing estimated values as often 

as you are decreasing values.



OTHER TRADITIONAL METHODS
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Adjusted Book
Value

A measure of a company's valuation after liabilities, including off-balance sheet liabilities, 

and assets are adjusted to reflect true fair market value. The potential downside of using an 

adjusted book value is that a business could be worth more than its stated assets because it 

fails to value intangible assets, account for discounts or factor incontingent liabilities.

DDM

Unlike common equity, preferred stocks pay a fixed dividend. As such, the value of a 

preferred stock can be calculated using the dividend discount model. The value of the 

preferred stock is essentially the present value of the dividend in perpetuity, where k is the 

required return.

Problem The problem is the valuation of intangible assets. In a startup the intangible assets are the IP.

Problem
It works best for a stock that already pays dividends. You can use the DDM for non-dividend 

paying companies, but you need to make some pretty tenuous assumptions about when they 

will start paying a dividend and how much they'll pay.



RISK ADJUSTED NPV

The risk adjusted net present value (NPV) method employs the same principle as the DCF 
method, except that each future cash flow is risk adjusted to the probability of it actually 
occurring.
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Risk adjusted NPV is a common method of valuing compounds or products in the
pharmaceutical and biotech industry, for example. The success rates of a particular
compound/drug can be estimated, by comparing the probability that the compound/drug
will pass the various development phases (i.e. phases I, II or III) often undertaken in the
drug development process.

Time 0 1 2 3 4

Cash flow (20) 15 20 30 50

% probability 100% 80% 60% 50% 20%

rCF (20) 12 12 15 10

Discounted rCF (20,00) 9,60 7,68 7,68 4,10

Discount Rate 25%

rNPV 9,06

rIRR 49%

IRR 97%



FROM RISK ADJUSTED NPV IN PHARMA COMPANIES…
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Time 0 1 2 3 4

Phase Preclinical Phase 1 Phase 2 Phase 3 FDA Approval

Action to take
Invest to develop 

preclinical

Completed preclinical 

Invest to develop Phase 

1

Completed Phase 1 

Invest to develop Phase 

2

Completed Phase 2 

Invest to develop Phase 

3

Completed Phase 3 and 

got l icensing

Investment / Value (20) (30) (40) (50) 750

% di successo della fase 

in corso
50% 60% 70% 90%

% progressive 100% 50% 30% 21% 19%

rCF (20) (15) (12) (11) 142

Discounted rCF (20) (12) (8) (5) 58

Discount Rate 25%

rNPV 13,00

rIRR 36%

• Go/No go success rate can be summarized in an increasing discount rate
o Success rate in each Phase are prevedible and based on evidence
o Licensing value can be seen as a discounted cash flow of royalties adjusted for risk
o Royalties are pretty standard for each pharmaceutical products
o The company can be sold at any intermediate stage after a previous success…

Only for some sector 
and in late stage



MULTIPLES

Multiples method

The basic premise of the comparables approach is that an equity’s value should bear some
resemblance to other equities in a similar class. For a stock, this can simply be determined by
comparing a firm to its key rivals, or at least those rivals that operate similar businesses.
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ES: EV/EBITDA or EV/Revenues or other ratios…

Problems

Providers of capital will often provide funds to businesses when they believe in the product 

and business model of the firm, even before it is generating earnings. While many 

established corporations are valued based on earnings, the value of startups often has to be 

determined based on revenue multiples.

Comparable market transactions can be very hard to find. It's not always easy to find

companies that are close comparisons, especially in the star-up market.

In order to value a firm at the infancy stages, extensive forecasts must be determined to 

assess what the sales or earnings of the business will be once it is in the mature stages of 

operation.Mabye…Top and Bottom 5 Industries by EBITDA Exit Multiple. EBITDA represents the 
amount required to generate a $1B Enterprise Value — our proxy for valuation in 
this exercise. 

Data Source: NYU Stern- Damodaran
(available on                         )



TRANSACTION MULTIPLES
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A method of valuing a company that is for sale. Comparable transactions considers the past sales of
similar companies as well as the market value of publicly traded firms that have an
equivalent business model to the company being valued. To get a more accurate valuation, more
than one comparable transaction should be used. This method of valuation can help identify the
current value and potential growth for a company.

USUALLY

Comparable transactions look 
at multiples such as the EV/EBITDA ratio, 

among others, to determine a value.

PROBLEMS

The difficulty with this approach is the 
limited availability of financial data regarding 

past transactions between private 
companies AND the difference between 

established company an start-up

USUALLY… ..PROBLEMS



TRANSACTION MULTIPLES FOR STARTUP: which comparables ?
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HOW DOES IT WORK TRASACTION MULTIPLES METHOD 
FOR STARTUP ARENA?

SIMILAR ROUND FOR SIMILAR STARTUP 
in terms of development stage and 

product/service 



TRANSACTION MULTIPLES FOR STARTUP: what about the second round?

• Most VC firms value their investments at the last round valuation as long as that round of
financing was done within a reasonable period of time.

• In the situation when multiple rounds of funding happens, the valuation is should be fairly
straight forward.

• If there have been material changes to the company's performance, positive or negative, after
the last round then the VC is supposed to adjust the valuation internally or with new investors.

• Material changes can be inside your startup or outside , especially for late stage round
(economical cycles, geopolitical situation, monetary policy)

17

The first comparable is yourself (and your previous round):
The last postmoney is the starting point for the new premoney



BERKUS METHOD
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The Berkus method gives entrepreneurs and early-stage investors a simple tool to value a pre-revenue startup by

focusing on risk factors instead of financial projections.

The Berkus Method studies 5 crucial areas of a startup and indicates a value ranging from 0 $ to $500,000 for each area

for a maximum $2.500.000 premoney valuation.

Characteristic Add to Pre-money Valuation

Quality Founder Team 0 to 0.5 million€

Business Idea 0 to 0.5 million€

Working Prototype 0 to 0.5 million€

Strategic partnership 0 to 0.5 million€

Commercial Traction or Sales 0 to 0.5 million€

TOTAL 0 to 2.5 million€
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VENTURE CAPITAL METHOD

• The venture capital method (VC Method), as the name implies, is most commonly 
used in the venture capital industry and for valuing startup ventures.

• It is based on the exit value (or the future value of the company), the investment and 
the required rate of return on the investment which can be either a multiple on the 
investment (Cash on Cash) or an IRR.

• Investors will seek a return equal to some multiple of their initial investment or will
seek to achieve a specific internal rate of return based upon the level of risk they
perceive in the venture.

• The VC method incorporates this understanding and uses the relevant time frame in
discounting a future value attributable to the firm or considering the future value of
the investment at a required rate of return.

• Then the investor determines the % of the company to own, so the implicit premoney
value, to achieve the target rate of return.

20
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A

B

C

A = startup value before the investment (PRE-MONEY)

B = amount raised (ROUND)

C = startup value the investment (VALORE POST-

MONEY)

B/C = investor ownership 

A/C= founder ownership 

THE BASIC: premoney VS postmoney



VENTURE CAPITAL METHOD

• In valuing a startup with VC method eventually means determine the % of ownership 
that allow the investor to achieve its target return either in term of IRR or in term of 
cash on cash multiple on the investment. 

• We can calculate, give an invested amount, the required future value of the amount as:

• % required = FV investment ÷ Exit value

• Knowing that in every cap increase, investor’s %  = Investment ÷ (Investment + Pre-
money)

• Then:  Pre-money = (Investment ÷ %) - Investment

22

Future Value (FV) = invested amount x CoC multiple

or

Future Value (FV) = invested amount x (1+IRR)n



Exit value ÷ (1+IRR)^n

Or

Exit value ÷ CoC Multiple

VENTURE CAPITAL METHOD – Another point of view

23

Present Value = Post-money

• Post-money = Investment + Pre-money

• We said that: % = Investment ÷ (Investment + Pre-money)

• But: Investment + Pre-money= Post-money

• Then: Pre-money= Post-money - Investment
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A

B

C

A = startup value before the investment (PRE-MONEY)

B = amount raised (ROUND)

C = startup value the investment (VALORE POST-

MONEY)

B/C = investor ownership 

A/C= founder ownership 

THE BASIC: premoney VS postmoney
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Pre

money

Round

Post 

money

A = startup value before the investment (PRE-MONEY)

B = amount raised (ROUND)

C = startup value the investment (VALORE POST-

MONEY)

B/C = investor ownership 

A/C= founder ownership 

THE BASIC: premoney VS postmoney

Premoney
($)

Round
($)

Postmoney
($)

Ownership Founders
(%)

Owner Investors
(%)

Total
(%)

5 5 10 50% 50% 100%

6 4 10 60% 40% 100%

7 3 10 70% 30% 100%

8 2 10 80% 20% 100%

10 5 15 67% 33% 100%

4 3 7 57% 43% 100%

15 3 18 83% 17% 100%
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Pre

money

Round

Post 

money

VENTURE CAPITAL METHOD: in a nutshell

Premoney
($)

Round
($)

Postmoney
($)

7 3 10
Ownership

(%)

30%

Return: 10X
~

IRR 60% @ 5year

Pre

money

Round

Post 

money

Founder Value investor Value
Exit
($)

70 30 100

Ownership
(%)

30%
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Pre

money

Round

Post 

money

VENTURE CAPITAL METHOD: in a nutshell

Premoney
($)

Round
($)

Postmoney
($)

7 3 10
Ownership

(%)

30%

Target: 10X
~

IRR 60% @ 5year

Pre

money

Round

Post 

money

Founder Value investor Value
Exit
($)

70 30 100

Ownership
(%)

30%



VENTURE CAPITAL METHOD

The VC approach reflects the business model of invest, hold and exit

Post-money value

Exit Value

Exit Value drivers

Profitability: e.g. 
EBITDA

Multiple based on 
revenues/EBITDA

Competitive bidding
process

Revenue potential

Capitalization=Expected IRR

Consider Dilution based on next funding rounds or option pools
They reduce value/share and pre-money valuation

28

InvestmentPremoney

FV 
Investment

Discount Rate

Investment

%



NOT A VALUATION BUT SANITY CHECK  

29

• VALUATION IN TERMS OF PRE-MONEY AND % OF OWNERSHIP IS A CONSEQUENCE
OF THE TARGET RATE OF RETURN AND EXIT VALUE

• PRE-MONEY IS NOT NECESSARY FOR THE EVALUATION (IN TRADITIONAL TERMS)

• REQUESTED % IS A CHECK:
- If it is higher than expected → Problem!

- It tells us if the company is profitable

• IN PRIVATE EQUITY, THE PROCESS IS THE SAME BUT IT FOLLOWS AN INVERSE
SEQUENCE

1. I calculate the pre-money (simpler than in venture capital)

2. I estimate the exit value or exit value + dividends

3. I check the rate of return

Diluition of 
founders

Development of the company 
is too much expensive for a 
VC
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VALUATION METHODS FOR STARTUPS: an alternative one
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▪ Discounted cash flow

▪ Comparable company

▪ Multiple method

▪ Precedent transactions

▪ Venture Capital method

▪ Berkus method

▪ ….



VALUATION METHODS FOR STARTUPS: an alternative one
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▪ Discounted cash flow

▪ Comparable company

▪ Multiple method

▪ Precedent transactions

▪ Venture Capital method

▪ Berkus method

▪ PARETO PRINCIPLE



PARETO’S PRINCIPLE: the 80/20 rules

33

The 80-20 rule rules the world... or explain at least 80% of it!

The Pareto Principle, also known as the 80/20 Rule, illustrates that 80% of effects
arise from 20% of the causes, 20% of your actions/activities will account for 80%
of your results/outcomes. Commonly, it is found that: 80% of complaints come
from 20% of customers, 80% of sales come from 20% of clients etc etc
The Pareto Principle gets its name from the Italian-born economist Vilfredo Pareto
(1848-1923), who observed that a relative few people held the majority of the
wealth (20%) – back in 1895.



PARETO PRINCIPLE: what about start-up valuation?

34

If Pareto Principle explain the world, why not applied it to premoney
and fund rasing?

Q: What percentage should you give an investor?

A: When it comes to angel investors, the general rule
is to offer approximately 20-25% of your business
earnings

“My startup premoney is 80 $ and we are in fund rasing for 20 $”

Use Pareto rules as a quick sanity check for what are you offering to
investors or what an investor offer to you:
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PARETO: theory VS reality  

Premoney
(50 pct)

Cash raised
(50pct) 

Investors 
Ownership (%)

pre Seed 7.5 0.47 6%

Seed 14.4 3.1 18%

Series A 39 10.7 22%

Series B 85 20.5 19%

series C 255.1 31.5 11%

Val. cap

No real VC



PEMONEY VS ROUND: what no one says
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What not to do:

▪ My startup premoney is 1 mln $ and we are in fund rasing for 99 mln $

▪ My startup premoney is 99 mln and we are in fund rasing for 1 mln $

Which is the direct consequence of “Pareto Valuation method”?

The most you ask the most you had to value and the most you value the
most you should ask.
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CAPTABLE: what not to do 



MULTIPLE ROUND VS DILUTION: a simple model

38

FOUNDER
OWNERSHIP

Share acquired by investor

10% 15% 20% 25% 30% 35% 40%

Number 
of round

1  (seed)

2 (series A)

3 (Series B)



MULTIPLR ROUND VS DILUTION: a simple model

39

39

Dear founders, 
forget this! 

Dear all,
Remember this!

FOUNDER
OWNERSHIP

Share acquired by investor

10% 15% 20% 25% 30% 35% 40%

Number 
of round

1  (seed) 90% 85% 80% 75% 70% 65% 60%

2 (series A) 81% 72% 64% 56% 49% 42% 36%

3 (Series B) 73% 61% 51% 42% 34% 27% 22%

Dear investor, 
forget this! 



VALUATION METHODS FOR STARTUPS

✓ Mostly based on expected return

✓ Not standard

✓ Qualitative

✓ Valuation of assets (IP)

✓ Risk component > Comparable component

✓ Holistic method which includes more qualitative aspects than quantitative aspects

✓ Valuation of possible scenarios

✓ Creative

40

Start-up valuation means to evaluate each of the following elements and 
how they interact each other and it is a combination of science and art.
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STARTUP: innovativa!

DEFINIZIONE:

Ai sensi dell’articolo 25, comma 2, del Decreto Legge 179/2012, la Start-up innovativa può
essere definita come una particolare forma di società di capitali, di nuova o recente
costituzione, che opera in Italia e che sostiene importanti spese in ricerca o innovazione.

La Start-up innovativa deve possedere dei requisiti necessari (c.d. requisiti di struttura) che
devono sussistere tutti congiuntamente, e deve inoltre presentare requisiti ulteriori e
alternativi (c.d. requisiti di funzionamento) , per i quali è necessaria la sussistenza di almeno
uno di essi.
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STARTUP (E PMI) INNOVATIVA: cosa serve

Requisiti di struttura (tutti necessari)

Società o Cooperativa di capitali/ Società Europea

Sede principale /attività principale in Italia

Non quotata in un mercato regolamentato

Avere come oggetto sociale un’attività in via esclusiva o 
prevalente di sviluppo e commercializzazione di beni o servizi 

innovativi ad alto valore tecnologico

Essere stata costituita o essere in attività da non più di 60 mesi

Avere un valore della produzione inferiore o uguale a 5 milioni 
di Euro

Non aver mai distribuito utili

Requisiti di funzionamento (almeno uno)

Volume di spesa in R&D in misura almeno pari al 15% del maggiore fra 
costo e valore della produzione

Impiego come dipendenti o collaboratori a qualsiasi titolo, in una quota 
almeno pari a 1/3 della forza lavoro complessiva, di personale in 
possesso di titolo di dottorato di ricerca o che sta svolgendo un 

dottorato di ricerca presso un’università italiana o straniera, oppure in 
possesso di laurea e che abbia svolto, da almeno tre anni, attività di 

ricerca certificata presso istituti di ricerca pubblici o privati, in Italia o 
all’estero;

oppure
b) una quota almeno pari a 2/3 della forza lavoro complessiva, di 

personale in possesso di laurea magistrale

Titolarità, anche a titolo di licenza, di almeno una privativa
industriale, oppure

titolarità di un software registrato

Parte delle agevolazioni già previste a beneficio delle startup innovative sono estese a una platea di imprese potenzialmente molto più
ampia: le PMI innovative, vale a dire tutte le piccole e medie imprese che operano nel campo dell’innovazione tecnologica, a prescindere
dal livello di maturazione raggiunto e dal settore in cui operano. Il decreto Investment Compact ha importato diversi privilegi per le PMI
innovative quali semplificazioni burocratiche, misure di sostegno economico e significativi vantaggi fiscali.
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STARTUP (E PMI) INNOVATIVA: le agevolazioni fiscali

• Gli investitori soggetti all’IRPEF godono di una detrazione dall’imposta lorda sui redditi 
pari al 30% (BONUS: 50% deminimis!) della somma investita nel capitale sociale di 
start-up innovative e l’investimento massimo detraibile non può eccedere l’importo di 
euro 1.000.000.

• Gli investitori soggetti all’IRES godono di una deduzione pari al 30% della somma 
investita nel capitale sociale di start-up innovative  e l’investimento massimo 
deducibile non può eccedere l’importo di euro 1.800.000.

• Gli incentivi valgono sia in caso di investimenti diretti, sia indiretti per il tramite di 
organismi di investimento collettivo del risparmio (OICR), o altre società di capitali che 
investono prevalentemente in startup e PMI innovative.

• L’arco temporale minimo di mantenimento del capitale nelle start-up innovative (c.d. 
holding period) è di tre anni, misura peraltro già prevista nel D.M. 25 febbraio 2016.
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STARTUP (E PMI) INNOVATIVA: evoluzione normativa

A decorrere dall’anno 2017, con la Legge di stabilità 2017 (articolo 1, comma 66) le misure di 
incentivazione fiscale sono state rese permanenti e rafforzate.

Importo massimo deducibile/detraibile

Investitore
Fino al 

31.12.2016
Dal 01.01.2017

Vecchie aliquote

Nuove
aliquote

Start-up a 
vocazione 

sociale 
(SIAVS)

Altre start-up 
innovative

Soggetto IRPEF 
(persona fisica) 500.000 € 1.000.000 € 

25% 19% 30%

Soggetto IRES 
(impresa) 1.800.000 € 1.800.000 € 

27% 20% 30%
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STARTUP (E PMI) INNOVATIVA: incentivo nella pratica

PERSONA GIURIDICA (AZIENDA):
• Una società versa nel capitale di una start-up innovativa un importo pari a 1.500.000 €. 

Investitore Importo investito Aliquota Fino al 31.12.2016 Aliquota dal 01.01.2017

Soggetto IRES 
(impresa) 1.500.000 € 20% 30%

Totale deduzione 300.000 € 450.000 € 

Risparmio IRES (al 24,0%) Risparmio IRES (al 24%)

72.000 € 108.000 € 

Qualora la deduzione sia di ammontare superiore al reddito complessivo dichiarato, l'eccedenza può essere computata in 
aumento dell'importo deducibile dal reddito complessivo dei periodi d’imposta successivi, ma non oltre il terzo, fino a 
concorrenza del suo ammontare. 

Qual è il costo netto del tuo invesitore per aver investito nella tua startup ?

1.500.000 €  – 108.000 € = 1.392.000 €
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STARTUP (E PMI) INNOVATIVA: incentivo nella pratica

PERSONA FISICA:
• Un imprenditore decide di versare nel capitale sociale di una start-up innovativa un 

importo pari a 300.000 €: 

Investitore Importo investito Aliquota Fino al 31.12.2016 Aliquota dal 01.01.2017

Soggetto IRPEF 
(persona fisica)

300.000 € 19% 30%

Totale detrazione detrazione 57.000 € 90.000 € 

Fino al 31.12.2016 la detrazione Irpef massima non poteva superare l’importo di 95.000 € (19% di 500.000) dal 2017 
invece si può arrivare fino a 300.000 € (30% di 1.000.000). 

Qual è il costo netto del tuo investiore per aver investito nella tua startup ?

300.000 €  – 90.000 € = 210.000 €
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STARTUP (E PMI) INNOVATIVA: incentivo nella pratica

PERSONA FISICA: «bonus de minimis»
• In alcuni casi l’incentivo fiscale passa dal 30% al 50% per personse fisiche
• Non è una procedura automatica come per l’incentivo al 30% serve:

o Seguire l’iter previsto qui: padigitale.invitalia.it
o Effettuare l’iter prima dell’investimento
o Limiti investimento 200.000 Euro

Qual è il costo netto del tuo invesitore per aver investito nella tua startup 
con il regime “de minimis”?

100.000 €  – 50.000 € = 50.000 €

Caso “SAFE” / CONVERTIBILE/ SFP: 

l’incentivo scatta dalla conversione in quote (e quindi dalla successive dichiarazione dei redditi ) 

non dal momento dell’erogazione!

http://padigitale.invitalia.it/
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This is the end!

Email: m.bonfanti@kairospartners.com

mailto:.bonfanti@kairospartners.com
mailto:onfanti@kairospartners.com
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