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Today’s Agenda

1. Why value companies?
2. Valuation Methodologies
a. Public Comparable Companies
b. Precedent Transactions
¢. DCF (discounted cash flow analysis)
i. Weighted Average Cost of Capital (WACC)
ii. Cost of Equity
1. Beta
ili. Cost of Debt
iv. Basics of a Discount Cash Flow (DCF) & Real Example

Goal: be able to answer “What are some ways to value a company?” in an interview
y y
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Public Comparable Companies
Definition: Compare companies because investors need a way to determine if one company is “more expensive” than another.
Common Multiples:

EV /EBITDA
EV / Revenue
EV /EBIT

P/E (EqV/EPS)

Often companies are valued based on forward metrics, meaning the projections of these financial metrics for the future periods. By
using forward metrics, the company’s growth is considered when determining valuation.

Criteria for Selecting Good Comps:

Industry/products
Financial profile
Geography

Size

Growth



Public Comparable Companies

| Comparable Company Analysis

L'ETLC Net Price to
Company Ticker Stock Price* Shrs. Out= Cap. +Total Debt Enterprise Value EBITDA Income Earnings Ratio
Duke Energy DUK 114.05 774.43] 88323.74 80645.00 329.00] 168639.74| 29060.00 12356.00 4296.00| 20.56/ 5.80[ 13.65
Southern Co SO 90.31 1118.52 101013.54 63490.00 748.00) 163755.54 25253.00 10847.00 3976.00 2541 6.48 15.10
Exelon Corp EXC 40.21 1001.99) 40290.02 44008.00 927.00 83371.02] 21727.00 7548.00 2328.00| 17.31 3.84| 11.05
American Electric Power AEP 100.28 533.44 53493.36 43814.00 593.00) 96714.36| 19382.00 7319.00 2208.00| 24.23] 4.99] 13.21
Cc llation Energy Corp CEG 285.52 314.39) 89764.63 9261.00 454.00 98571.63] 21137.00 3666.00 1623.00) 55.31 4.66| 26.89
in millions in millions in millions in millions. in millions in millions in millions in millions
* as of Oct 4, 2024 4PM Min 17.31x 3.84x 11.05x
1st Quartile 21.38x 4.75x 13.32x
Median 24.03x 5.40x 14.37x
3rd Quartile 25.11x 6.31x 20.99x
Max 55.31x 10.75x 26.89x
Enterprise Net Price to
Target Company Ticker Shrs. Out. Total Debt Value Revenue Income Earnings Ratio
NextEra Energy NEE 83.85 2078.16 174253.72] 73623.00 2705.00] 245171.72 22809.00 10678.00 7310.00 23.84 10.75 22.96
in milions in milions in milions in milions in milions in milions in milions in milions in milions in milions
1st Quartile Median 3rd Quartile
P/E Implied Share Price | $ 7520 $ 8453 $ 88.33
$ 3303 $ 3842 §$ 7245

|EVIEBITDA Implied Share Price

Note:

1. 5 Companies listed
2. Found P/E and EV/EBITDA implied share price based on 1st quartile, median, and 3rd quartile




Public Compara

ble Companies (CaplQ)

[a]

S&P
Capital 1
My Capital 1Q | Companies.

= Most Used

= Company Summary

[—T—

Screening | Charting | Coverage | Projects | Alpha Factors | Structured Models

« NICE Ltd. (TASE:NICE) - n"ya 0" Public company Profile
SR TR, B AR @Y ) it (3R B0~

%

Latest
i

‘Website: Add e nice.com
Number of Er 7,926
Ticker: NICE (TASE)
Current Professionals Profiled:

Year Found 1086

Business Description Add

Favorites v | Contact Us v | Print | Help |

My Lists v | Aler

Coverage Summary
Coverage List: No
Relationships: No

: No
Activity Logs/Tasks: No

s&p
Capital 1

My Capital 1Q | Companies | Research | Marksts | Screening | Charting | Coverage | Projects | Alpha Factors | Structured Models

Comparies, people, Fands, and =] Favorte 1 Contact Us+ | prin | Help | Logout

Corporate Timeline
Long Business Description

ors
Indusiry Classications
offces

ICE Ltd, together with its subsidiaries, for. b . It offers CXone, a cloud
try

Eniighten, an Al

Corporate Gavemance self-service; digial-ent needs; and ) onnect and
ple connects them using real tim “The company also ooy basedon dta; and prepares agert Souions an tols
Professionais enale contactcenter et o e nd e i e s Dot
oa Heabas » nd ! usticsheos agence. T adattion  offrs X Sghts 1 an openand i A doud plaiorn o nanis e snd corph
Commitees Xnead s coud plartorm 4 fraud p and
Compensation Al and and fraud help  anti-money
- reguiations; Intelligent i own a5 NICE-Systems Lt
ke e s e by NICH 15 e 2016, NICE 1wt ounden s 1586 an & bascd i R aoancy T
Income Stetement
alance Sheet
ach Fow View Complete
frd ication Software
piaizaton | Apghcation Sy

= Peer Analysis

et Hesith Panel

Chart Buider
Anotated Stock Chart

iness Relationships

vascriptvoid(0)

Note:

v Location
13 Zarchin Street PO Box 690 | Ra‘anana | 4310602 | Israel
Phone: 972 9 775 3151

Current and Pending Investors View Detais
Discount Investment Corporation Ld. (TASE:DISI)

Prior Investors View Detals
Discovery Capital Corporation, Exceptional Technologies Fund 3 (VCC) Inc., Koonras Technologles Lid., Koor industres Limited, Viola Group, Vioa Ventures.

‘Stock Quote and Chart (Currency: ILS)

Last (Delayed) 667.70 Market Cap (mm) 22462
Open 668.50 Shares Out. (mm)

Previous Close 667.70 Float % 99.5%
Change on Day 5.40 Shares Sold Short (mm)

Change % on Day 3% Dividend Yield %

Day High/Low 672.10/ 667.70 Diluted EPS Excl. Extra Items 17.75
52 wk High/Low 841.10/ 580.60 P/Diluted EPS Before Extra 37.61x
Volume (mm) 0.07 Avg 3M Dly Vim (mm) 008

033
Delayed Quote* | Last Updated on Oct-03-2023 12:00 AM (GMT-5)
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Quick Comps
‘Comparable MaA Transactions
Credi Health Fanel

“Chare Buider
Annotated Stock Chart
Income

°H
i

MaAPrivate Placements.
Public Offerngs
T Defines
Transaction Advisor

Business Raiaiorutipe

L My Lists ¥ | Alerts
S NICE Ltd. (TASE:NICE) Quick Comperatie Analysls

) BB, SR ey -

) Customize View o

Comp Set: | NICE Ltd. Quick Comp )
[E32)

Templates:  Capital 1Q Default Comps

Create Comp Set Ada/edit Dispiay Columns v

Fi [ racing Multiples | Operating Statistics | Business Description | Implied Valuation | Valuation Chart | Credit Heath Panel

opt Dollar Data as o: (10/03/2025 | [58]
NICE Ltd. (TAS
Ooe shares Markat LDMNat.  MTowl . LMMinocty . Totalfness . ATMTaobleBook . i
Price Latest  Qutstanding Latest  Capitalization Latest Debt  pref. Equity Inc
o 9.7 27165 13870 19945 Aan!,n un.:a)
o HubSpot, Inc. (NYSE:HUBS) 6594 500 Baar w2 - 25750 1873
a Palantir Technologies Inc. (NYSE:PLTR) 1450 21518 20622 (28573) - 7,66 29,2846 137 4
o Docusign, Inc. (NasdaqGs:DOCU) a2 w32 (s65.1) - 78713 21400
o ANSYS, Tnc. (NasdaqGS:ANSS) 2739 868 042 - - 25,3471 275
a Datadog, Inc. (NasdaqGs:0DOG) 86.97 3250 1,303) - - 26,9849 396
o Fives, Inc. (NasdaqGM:FIVN) a7 722 93 - - 45048 375
o Nutanix, Inc. (NasdaqGs:NTNX) 3431 296 1075 - - 81137 378
5 Salesforce, Tnc. (NYSE:CRM) 199.83 9730 15080 - - 1959386 342
o Sinch AB (publ) (OM:SINCH) 174 825 w94 = 009 23187 @23
) NICE Ltd. (TAS 7343 &3 108733 (@77.7) - 1234 101385 2192
Displaying 11 Comp:
y Clos sha Market  LTMNet  LTMTotal  LTMMinority  Total Enterprise  LTM Tangible Book L
Summary Statistics Price Latest  Outstanding Latest  Capitalization Latest Debt pref. Eauity Tnterest Vaiue Latest Vaive/Share 1
High 465 15 194,43 1,504.0 199, 9.6 195,938.6
Low 174 50 14662 (28573) 199.45 009 23157 (10.39)
Mean 230 5039 2es (135 199.45 3988 27218 208
Median s161 214 15,870.3 @ 199.45 39,08 15,3443 244

Lots of companies listed automatically (DONT TAKE AUTOMATIC ONES DO YOUR OWN RESEARCH)

Automatically pulls data that you can download in excel




Precedent Transactions

Step 1: Compile Comparable Transactions

e  Identify relevant past transactions for benchmarking.
Step 2: Conduct Market Research

e  Gather industry trends and factors influencing purchase multiples.
Step 3: Input & Adjust Financial Data

e  Organize and standardize financials, adjusting for non-recurring items, accounting differences, and seasonality.
Step 4: Calculate Peer Group Multiples

e  Compute valuation multiples (LTM & NTM) and summarize key statistics (min, median, max, percentiles).
Step S: Apply Multiples to Target

e  Use median/mean multiple to estimate target value, considering key deal drivers and unique factors.



DCF Overview

e  The basic theory of a DCF is that a business is worth the sum of its expected future cash flows discounted to the present
value using a discount rate that reflects the riskiness of the cash flows.

t=n

Cash Flow;

£ (1 + Discount Rate)t

Value of Business =

Note: we discount because of time value of money (money tomorrow is worth less than today)

e  Example: Consider a business with the following expected future cash flows. Assume the discount rate is 10%.

Time Period Year 1 Year 2 Year 3 Year 4 Year 5
Cash Flows $100 $105 $110 $115 $120
Present Value of Cash Flows 100 105 110 115 120
A+ | @T+12 1+.1)7° 1+.D% 1+.1)°5
100 105 110 115 120
Sum of Present Values = —_— e
(Lt 1+ .1)2 + 1+.1)3 + (1+.1)* (1+.1)5

Sum of Present Values = $413.39



Basics of a DCF analysis

% Description:
> Intrinsic valuation methodology
> Discount projected free cash flows and terminal value at cost of capital to obtain
enterprise value, then subtract net debt to derive equity value
%  Steps:
1. Calculate unlevered FCFs 5-10 years
Calculate terminal value
Calculate WACC (weighted average cost of capital)
Determine PV of FCFs + terminal value = enterprise value
Solve for equity value and implied share price (upside)

N



Equity e e

Current assets

Cash and cash equivalents $ 10,000 $ 10,000

Accounts receivable 35,000 30,000
Market Value of Equity / Company Total market Value * Cost of Equity Inventory 25,000 20,000

Total current assets 70,000 60,000

Fixed assets

— . Plants and machinery $ 20,000 $ 20,000
Company Total Market Value = Company Debt + Equity iiiniiia 5,065 16,668
Land 8,000 8,000
Intangible assets 2,000 1,500
Total assets 88,000 79,500
Cost of Equity = Risk Free Rate + Beta ( Market Return of stock - Risk Free Rate
Liabilities
. . . Accounts payable $ 20,000 $ 15,000
Market Value of Equity = share price * diluted shares Taxes payable 5,000 4,500
Long-term bonds issued 15,000 10,000
Total liabilities 40,000 29,500
Shareholder’s equity
Common stock $ 40,000 $ 40,000

o,UUU TU,00U
Total shareholder’s equity 48,000 50,000

Liabilities and shareholders’ equity $ 88,000 $ 79,500




Cost of Equity

Cost of Equity = Risk Free Rate + Beta ( Market Return of stock - Risk Free Rate)

— rf + B = rf
Risk Free Rate = 10 Year Treasury Rate (google) where
r. = Required Return on Equity
r; = Risk-free Rate
r,, = Market Return
Beta (levered) = Volatility of a stock compared to the market B = Stock Beta
(r., - r) = Equity Risk Premium

Market Return of Stock = Expected Return of Equity Markets



Beta

Unlevered: Does not incorporate capital expenditures into calculation

Remove any financial leverage, allows to see just market risk of
company assets

Levered: Includes capital expenditures. Used for calculations.
Beta = 1; Asset moves with the market
Beta > 1; Asset 1s more volatile than market

Beta < 1; Asset less volatile than market

Unlevering Beta

Bu=B /M+D/E"*(1-T)
By = unlevered (asset) beta
By = levered (equity) beta
D/E = debt-to-equity ratio
T = marginal tax rate

Relevering Beta

B=Py*[1+D/E"(1-T)

B = levered (equity) beta

By = unlevered (asset) beta

D/E = target debt-to-equity ratio
T = marginal tax rate



Cost of Equity




Debt

= Cost of Debt * (1 - Tax) * Market Value of Debt/ Company Total Market Value
ases e e

Current assets

Cash and cash equivalents $ 10,000 $ 10,000

Accounts receivable 35,000 30,000
Tax = Tax Rate of Company (From 10k)

Total current assets 70,000 60,000

Fixed assets

Plants and machinery $ 20,000 $20,000

Less decreciation -12,000 -10,000

Land 8,000 8,000

Intangible assets 2,000 1,500

Cost of Debt = Interest Expense / Total Debt ST
Uibilies and Sharcholders Equity

Liabilities
Accounts payable $20,000 $ 15,000
[~aYaTal 4

Market Value of Debt = From Balance Sheet orterm pend e s e

Total liabilities 40,000 29,500

Shareholder’s equity

Common stock $ 40,000 $ 40,000

Retained earnings 8,000 10,000

Total shareholder’s equity 48,000 50,000

. Liabilities and shareholders’ equity $ 88,000 $79,500



Summary

1. Public Comparable Companies

a.
b.
C.

Find companies similar to compare with (10k, CaplQ, Bloomberg Terminal EQRV)
Calculate multiples (EV/EBITDA, P/E, etc.)
Find implied share price

2. Precedent Transactions

Find comparable deals
Conduct Market Research
Input & adjust financial data
Calculate peer group multiples
Apply multiples to target

3. DCEF (discounted cash flow)

a.

o ap T

Calculate unlevered FCFs 5-10 years

Calculate terminal value

Calculate WACC (weighted average cost of capital
Determine PV of FCFs + terminal value = enterprise value
Solve for equity value and implied share price (upside)






