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Equity Capital Exercises

1) You invested $200,000 to start a company and you received 4 million shares.  Later, an angel investor invested $500,000 in exchange for 1 million shares.  Now a venture capitalist will invest $16 million in exchange for 8,000,000 shares.
a. What is the pre-money valuation of the company?
b. What is the post-money valuation of the company?
c. What is the valuation and % ownership of your shares?

2) International Furnishings Corporation is filing for an IPO.  Pro forma revenues are $42.0mm and pro forma earnings are $2.36mm.  The company has 4mm shares outstanding and will sell 36mm shares in the IPO.  Based on a financial analysis, the investment bank has estimated company value as 6.0x revenues or 90.0x earnings.  What is the IPO price range, and what is the post-IPO equity value range?
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