Consul Data, LLC[footnoteRef:1]
Representative Valuation Case[footnoteRef:2] [1:  This Valuation Case is representative of actual firms for which live valuation estimations have been performed by the author and/or Associates.  The names, locations, and quantitative details have been altered to protect the subject firms’ privacy.]  [2:  Developed by Richard Haskell, PhD (rhaskell@westminstercollege.edu), Gore School of Business, Westminster College, SLC, U T, (2019).] 

Consul Data is a data analytics and consulting firm operating out of Cottonwood Heights, Utah.  The firm began operations in 2010 and has sought to provide data analytics for consumer and enterprise marketing and product development.  The firm’s founder holds a PhD in Economics from the University of Utah and developed much of the firm’s operating structure while working with students in a series of senior seminars on multi-variate regression modeling using large data sets.  The firm has gone on to develop proprietary machine learning technologies (utility and design patents pending), intuitive user interfaces, and employee and client accountability systems, dashboards, customizable for its growing client list.
The market for such products and services is still developing and is challenging to assign an expected growth rate, but Consul Data’s growth appears to be limited only by the founder’s ability to replicate his skill sets and business network.  The founder brought no financial capital into the venture, but contributed software code, business relationships, considerable research outcomes, and patentable intellectual property.  
As of the end of 2019 the firm’s operating assets are carried on the balance sheet at $3.2 million, including $800,000 for the office building the firm owns and in which it is the only occupant, recently appraised at $1.9 million.  Additionally, the firm shows net working capital on the balance sheet of $125,000. 
In the firm’s earliest stages the firm raised two rounds of equity funding through Angel investors (personal associates and family members).  In 2011 the first round raised through four equal investors acquiring 40% of the firm’s equity in exchange for $550,000, establishing a firm valuation of $1,375,000.  The remaining 60% of common equity share were maintained by the founder and the total shares outstanding equaled 5,000,000 shares.  Based on the initial funding round, the assets, intellectual contributions and relationships of the founder appear to have been valued at approximately $850,000.  
The second funding round in 2014 raised an additional $300,000 through three investors who were not part of the initial round in exchange for 30% of the firm’s equity resulting in a down round and the dilution of the existing stake holder’s equity share.
By 2015 the surplus cash generated by the first two funding rounds had been exhausted as a result of persistent operating losses.  As a result the firm negotiated a $1,000,000 credit line collateralized by the firm’s patents and founder’s personal assets at a 12% rate.  The firm also gave up a 10% equity stake to the creditor, further diluting the equity stake of earlier investors.
Understanding the firm’s critical reliance on the founder for future successes, the early stage investors bound the founder to the firm through a 10-year employment contract at a rate of $250,000 per year.  The founder has not taken a salary or any capital distributions since the founding of the company, but has elected to accept a deferred compensation package representing $1 of preferred stock with a 10% dividend for every dollar of salary not taken.  While this has been agreed upon, neither the Founder nor other equity stakeholders have calculated the impact of this arrangement on share values or ownership interests.
Substantial operating losses notwithstanding, Consul Data’s revenue growth has been impressive and investor expectations remain high.  A few of the investors have questioned the valuation inferred by the funding rounds and are resistant to further dilution without some indication the firm will become profitable and sustainable.  The valuations on which the funding rounds have been based were estimated by negotiation between the Founder and investors and were not the product of a full valuation assessment.  Nonetheless, the estimated equity values the firm has used are as follows:

	Year
	Estimated Equity Value

	2010
	           850,000 

	2011
	        1,375,000 

	2012
	        1,500,000 

	2013
	        1,650,000 

	2014
	        1,000,000 

	2015
	        1,200,000 

	2016
	        1,350,000 

	2017
	        1,425,000 

	2018
	        1,650,000 



The firm’s Founder has been approached by Opportunity Capital, a regional venture capital investor, regarding a $2,000,000 equity investment.  Opportunity Capital is requiring a credible, independent valuation estimation be conducted to determine the firm’s market value and that the firm account for all possible outstanding share obligations. 
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2023 2022 2021 2020 2019 2018 2017 2016

Projected Projected Projected Projected Estimated Actual Actual Actual

Revenue

Conslulting  1,590,123        1,590,123        1,223,172        940,901            769,860            592,200            402,696            314,103        

Royalties 435,066            435,066            334,666            257,436            151,938            116,875            79,475              61,991           

Total Revenues 2,632,746        2,025,189        1,557,838        1,198,337        921,798            709,075            482,171            376,093        

% Revenue Growth  30% 30% 30% 30% 30% 47% 28% 36%

Operating Expenses

Overhead 118,674            99,982              76,909              63,019              141,645            108,958            74,091              57,791           

Sales & Marketing 405,053            311,579            239,676            184,366            234,000            180,000            122,400            95,472           

Salaries 1,371,657        1,055,121        811,631            624,332            623,376            479,520            326,074            254,337        

Total Operating Expenses 1,895,384        1,466,682        1,128,217        871,717            999,021            768,478            522,565            407,601        

Operating Income 737,362            558,507            429,621            326,619            (77,224)             (59,403)             (40,394)             (31,507)         

Interest Expense -                     -                     31,545              76,720              105,191            82,459              64,972              52,108           

Taxable Income 737,362            558,507            398,076            249,900            (182,415)          (141,862)          (105,366)          (83,615)         

Loss Carry Forward 1,080,586        343,225            (215,282)          (613,358)          (863,258)          (680,843)          (538,981)          (433,615)       

Adjusted Taxable Income 737,362            558,507            -                     -                     -                     -                     -                     -                 

Income Tax 191,345            144,933            -                     -                     -                     -                     -                     -                 

Net Income 546,016            413,575            398,076            249,900            (182,415)          (141,862)          (105,366)          (83,615)         

Credit Line Balance -                     -                     262,876            639,331            876,592            687,155            541,435            434,231        

Consul Data Historical and Proforma Financials


