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This bachelor thesis presents a company’s valuation as a going concern. Valuation is based on 
the market approach, where the comparable company method is used to calculate the enter-
prise value of the commissioning company.  The commissioning company is referred to as 
Company X in this thesis. Company X is a Finnish-based digital service company operating 
widely in software engineering in the IT industry.  
 
Data for the company valuation is collected from financial statements and interviews with the 
company management. In addition, comparable companies are chosen from the same industry 
to enable the use of comparable companies method. 
 
Calculations are done to determine the enterprise value by using value multiples from compara-
ble companies and forecast future growth. In order to do so, the companies’ historical perfor-
mance is presented and analysed. The analysis of historical performance includes the interpre-
tation of financial statements, such as income statement and balance sheet over the past five 
years to deeply understand the commissioning company’s financial situation. After that, the fi-
nancial forecast can be done.  
 
In order to enable comparable companies method, companies from the same geographical lo-
cation and industry need to be selected and calculate their value multiples from their value driv-
ers, such as revenue, EBITDA, EBIT, and enterprise value. This data is collected from the com-
parable companies financial statements, which are publicly available because these companies 
are listed on the stock exchange. The median of the comparable companies is used to finalize 
the valuation when calculating the commissioning company’s enterprise value.  
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1  Introduction 
 

This is a project-based bachelor’s thesis for the Degree Programme in International business in the 

major financial management specialization at the Haaga-Helia University of Applied Sciences. The 

goal of this thesis is to conduct a company valuation of a non-listed company using the market ap-

proach method.  

 

 

1.1  Background to the Topic 
 

How to evaluate a company's value is an essential knowledge that every entrepreneur should 

know. There are many reasons why company valuation and the value development process are 

important. For starters, no other metric can accurately reflect a company's current state and future 

potential. Only through understanding the valuation can the company increase its worth with differ-

ent operations. Creating strategies to maximize value that lack the necessary valuation expertise 

has a lower potential for value development. In addition, the growth of the company's worth is the 

most vital long-term indicator of how well the current management is performing. Lastly, in a com-

pany with numerous shareholders, the owners typically share at least one goal: to maximize the 

value of the shares. It is, therefore, critical that all stakeholders agree on how value is assessed 

and maximized. (Frykman & Tolleryd 2009, 2.) For that reason, I have chosen a company valuation 

process in my project-based thesis and have a commissioning company that I am using to do the 

company valuation. 

 

The goal of the market approach is to conduct a valuation based on the valuation subject’s market 

price or the actual market prices of comparable companies or transactions that are similar to the 

valuation subject. The important criteria for assessing the applicability, reliability, and use of the 

market value-based approach as the primary approach for valuation are the availability of the mar-

ket price, the functionality of the market, the temporal proximity of the market prices to the time of 

valuation, and the similarity of possible comparable companies to the company that is the subject 

of valuation. (Seppänen 2017, 112.) 

 

Company valuation as a topic of this thesis is a perfect case for a project-based thesis and can be 

efficiently put into motion. There is a clear goal to achieve in the valuation process, and the result 

can be showcased with numerical data. So, the valuation’s results are unambiguous based on cal-

culations.   
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I chose a non-listed company as the subject of my valuation because it will give additional value to 

me professionally in the future. I can use it to test myself on what I have learned in school and in-

crease my knowledge in the finance field I am interested in. Also, it will give additional value to the 

commissioning company, as they get to see how their company is valued.  

 

 

1.2  Project Objective  
 

This thesis aims to perform a valuation of the commissioning company X as a going concern. It will 

perform a fundamental valuation of the company, using strategic and financial analyses. The 

project can be helpful for the company in possible events of additional financing or an acquisition. 

The company's industry – IT, has been growing and profitable in recent years due to rapid 

development and the need for technology due to the pandemic. Therefore, they are an attractive 

acquisition candidate for private investors. Furthermore, mergers with other companies within the 

same industry are also possible. In case of an acquisition or a merger, it could be helpful to 

Company X to have an estimate of its value. The target is that this project can be used as a 

supplement in such a situation for Company X.  

 

The goal of the thesis is to find the company's value from the owner's perspective, and for that 

reason, the project objective will be to find out the value of company X for the owners as a going 

concern. To address this, it is important to find the value of the company's equity. It will be done by 

estimating the enterprise value. In addition, it will state what the value of the company as a “going 

concern " is, and therefore assess the further operation of the company after the valuation. 

 

The international aspect required by the degree programme in international business is covered 

because the commissioning company is operating internationally and, as mentioned earlier, the 

market approach aims to determine the current value of the company, which affects to decision 

made by possible investors in firms or private individuals, such as acquiring the company or 

purchasing a part of ownership and being a partner. So, a company or private individual can be 

internationally based even though the company is located in Finland. Also, this project-based 

thesis is for everyone interested in company valuation, and this project can be used internationally, 

meaning it does not cover only Finland’s company valuation.  
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The project objective is to find out the value of company X as a going concern. 

 

PT 1. Creating theoretical framework 

 

PT 2. Collecting financial data on company X 

 

PT 3. Conducting the Calculations 

 

The overlay matrix presented in Table 1 explains all of the project tasks and their theoretical 

frameworks, the project management methods used in the project task, and the outcomes of each 

project task.  

 

Table 1: Overlay matrix 

Project Task Theoretical 
Framework 
 

Project Management 
Methods   

Outcomes  

PT 1. Creating 
theoretical framework 

Introduction of the 
commissioning 
company and its 
industry. Discovering 
theoretical literature 
on financial methods 
and formulas  

Literature review Theory on financial 
methods and formulas 

PT 2. Collecting 
financial data  

Collecting data that is 
suitable for the 
theoretical framework 

Creating analysis 
from data provided by 
the company 

Analysis of the current 
state of the company 

PT 3. Conducting the 
calculations 

Calculating the 
valuation formulas 
from the theoretical 
literature 

Calculation of the 
financial formulas 

Finalizing the 
valuation analysis 

 

 

1.3  Benefits 
 

This thesis provides additional value to the commissioning company internally for company 

management and shareholders and externally for potential investors. This project-based thesis 

would be useful to company X to have an estimation of its fundamental business value. The 

company is an attractive acquisition candidate for private funding and also a possibility to have 

mergers with other companies within the same industry. In this situation, the stakeholders would 

benefit from company valuation.  
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My field of specialization is financial management, so this topic suits me perfectly, and I can 

showcase what I have learned in the field during my study years and even take it further with this 

project. This project also adds value to my future career as I have a concrete project to show that I 

am a professional in accounting. 

 

 

1.4  Key Concepts 
 

Company valuation means using several important factors, such as the financial value of the 

business or the economics of the industry, to determine the value of a company. It can be based 

on different methods, but all the methods are based on knowledge of the company’s financial 

situation and the ability to define scenarios for the future of the company by projecting the financial 

figures to the future. (Corelli 2017, 1.) 

 

The going concern approach assumes that the company delivers cash flows in perpetuity (De 

Luca 2018, 321).  It is one of the most fundamental ideas in accounting and is thought to be di-

rectly related to historical cost valuation (Sterling 1968, 481).  

 

The market approach is to establish the value of a company by comparing it to the prices at which 

other companies with comparable characteristics are traded on the stock market or through other 

company transactions. Therefore, the aim is to identify comparables with operations and a 

structure that are as equivalent to the company in consideration as possible, and then calculate the 

subject company’s enterprise value using the value multiples. (Bernström 2014, 18-19.) 

 

Enterprise value (EV) term is usually expressed when applying the market approach, the market 

value of operating, or invested capital. It refers to the market value of the company's operations as 

a whole, such as the overall capital structure, rather than just the market value of the equity, and 

as such, it is a comprehensive representation of the company's valuation. (Bernström 2014, 70.)  

 

EBITDA is an acronym for earnings before interest, taxes, depreciation, and amortisation. The 

appropriate earnings or cash flow measure, such as EBITDA, should reflect the return available to 

all investors. As a result, the operating level before interest payments is chosen for the profit and 

cash flow measures, such as EBITDA, rather than the shareholder level. (Bernström 2014, 72-73.) 

 

EV multiples list the company's market value, for instance, the enterprise value, in respect to a 

suitable base metric like sales, EBIT, EBITA, or EBITDA. (Bernström 2014, 71-72.)  

 



5 
 

1.5  Commissioning Company 
 

Company X is a Finnish digital service company operating widely in software engineering. The 

company designs and builds custom-made digital solutions and utilizes long-term experience and 

exceptional know-how to solve customers’ specific business problems. The company was founded 

in 2003, has headquarters in Helsinki and a branch office in Turku launched in 2017, and currently 

has around 80 employees. The company’s services include service design, software development, 

cloud architecture, IAM solutions, IoT & Data platforms, coaching & training and analytics. The 

company has a broad customer base with well-known international customers with long-term 

partnerships. The company has developed strategically important financial, media, 

telecommunications and engineering services systems. The company is a small and medium-sized 

enterprise with a turnover between 5 to 10 million euros yearly.  

 

 

1.6  Project Management Methods and Report Structure  
 

The project management design (Figure 2.) will be presented in this chapter. It includes each pro-

ject task and the data source, collection method and processing method for each task, as well as 

the task and project outcomes. The project tasks will be explained in detail and told what is in-

cluded.  

 

 
Figure 1. Project management design 
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The first project task is finding theoretical literature to create the theoretical framework. This 

means going through academic articles and literature to find reliable resources for the project. 

These will then form a theoretical framework for the company valuation process. 

 

The second project task is collecting financial data of company X, and it includes the 

comprehensive collection of all data needed to complete this project. The data is collected from the 

company website, from the documents that will be received from the company, and from interviews 

with the company representatives. Also, the second project task includes selecting the comparable 

companies and collecting data from those companies' websites. Therefore, the data collection 

methods are the use of documents and records and interviews. (Cote 2021.) 

 

The data received from the company is in both numerical and verbal form. Therefore, the research 

methods are both qualitative and quantitative. The qualitative method prioritizes data quality over 

volume and seeks thorough and applicable answers. On the other hand, when examining the 

relationship between two variables, the quantitative method utilizes the main objective of 

statistically analysing and representing that relationship. Since the data is numerical, a large 

sample size can be used to gather the data. (Badiru & Lamont 2021, chapter 2.)  

 

 

The task outcome for the second project task is to analyse the data collected from the 

commissioning company and the comparable companies and find out Company X’s current state 

and the enterprise value of the comparable companies. The analysis tools used in this project to 

achieve its goals are also introduced.  

 
The third project task is to calculate the data using financial formulas covered in the theoretical 

literature. These calculations include, for example, calculating the company’s enterprise value and 

the EV multiples; EV/sales, EV/EBITDA, and EV/EBIT. After the calculation, it is essential to 

analyse the calculations based on the theory and valuation and then finalize the valuation analysis 

as an outcome. The final project activity evaluates the project outcomes and the company's 

fundamental value as a going concern. 
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2  The Valuation Process of Using the Market Approach 
 

In this chapter, it is explained what the theoretical framework `The Valuation process using Market 

Approach´ of this project-based thesis is. Figure 1 below is a conceptual figure of the theoretical 

framework.   

 

 
        Figure 1. Theoretical Framework 

 

The first step includes analysing the historical performance of the company in question, as under-

standing the company's past is necessary for estimating its future. Therefore, a detailed analysis of 

historical performance is an essential component of the valuation (Goedhart, Koller & Wessels 

2015, 201.)  

 

The second step is forecasting the financial performance of Company X. The financial statements 

offer the information required to calculate the forecast for the next three years of the value drivers, 

such as sales, EBITDA, and net income, using compounded annual growth rate. (Bernström 2014, 

73-74.)  

 

The comparable companies method requires that the analyst identifies companies that are sub-

stantially similar to the target company. Usually, a comparable company is one whose profitability, 

the potential growth rate in earnings or cash flows, and perceived risk are similar to the company to 

be valued. (DePamphilis 2012, 287.) Selecting the appropriate companies is one of the most im-

portant parts of the market approach valuation. The selected companies typically operate in the 

Company Valuation

Comparable Company Method

Forecast of Financial Performance

Analysis of Historical Performance

The Market Approach
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same geographical area or industry. The value multiples are used to calculate the enterprise value 

of a non-listed company by comparing the value multiples and value drivers from comparable com-

panies listed in the stock exchange to the subject company, using the value multiples, which are 

EV/SALES, EV/EBITDA, EV/EBIT, and revenue growth. (Bernström 2014, 47-72.)  

 

 

2.1  Analysis of Historical Performance 
 

As a base for forecasting, the historical analysis seeks to provide and explain a company’s histori-

cal operating and financial performance. Usually, three to five years is the most typical time frame 

for the analysis of historical data. The analysis period should correspond to the time series for 

which representative and appropriate data are available. For companies vulnerable to economic 

changes, growth, margin, and capital expenditure statistics should span an entire business cycle. 

In such instances, it may be justifiable to extend the term of analysis. On the other hand, if the sec-

tor or the company in question have recently had significant structural changes, it may be wiser to 

limit the analysis to the succeeding time. The goal is that the time in question represents the future 

growth and profits potential of the company in question. (Bernström 2014, 54.) 

 

Sometimes changes might also be needed for factors that affect comparability. If the statistics of 

the topic of the valuation have fluctuated significantly in a particular year, it may be reasonable to 

eliminate these components from the analysis. However, this does not mean eliminating from the 

time series every single unfavorable year and every single year with a significant loss. Business 

operations are expected to suffer from unplanned costs and restructuring occasionally. Consistent 

exclusion of all historically terrible actions and temporary cost issues could lead to a major over-

statement of the company’s future growth and profitability potential. Whatever course of action is 

decided, the company must report the items identified and the course of action chosen. (Bernström 

2014, 54-55.) 

 

 

2.2  Forecast of Financial Performance 
 
When valuing a company, the growth rate used to forecast future revenues and profitability is the 

most important factor, especially for fast-growing companies. Any company’s future growth can be 

forecasted in three distinct ways. The first is to consider the company’s growth by looking at histori-

cal earnings. The second one is to rely on the analysts who monitor the company to estimate the 

company's growth rate correctly and to apply that growth rate in valuation. The third method 
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involves forecasting growth from the company’s underlying fundamentals. (Damodaran 2012, 

chapter 11.) 

 

The valuation method selected determines which input data is needed. The input data of valuation 

requires that assumptions and forecasts are made. As a starting point, the assumptions and fore-

casts are based on the analysis of the company's operative business and business environment 

(business analysis) as well as the analysis of its financial performance and position (financial state-

ment analysis). These aim to analyse how the company's business environment and strategy have 

influenced the company's financial performance and position, for instance, profitability, growth, and 

risk in the past. In addition, based on the conclusions drawn on the basis of these analyses and 

combined with forecasts of the future development of the company's operational activities and 

business environment, forecasts are made of the company's future financial development, its fu-

ture cash flows are forecasted, and its risk level is estimated. Valuation also requires analysing the 

functioning of the capital market of the target of the valuation and building an understanding of the 

market prices of the comparable companies similar to the target company. (Seppänen 2017, 27.) 

 

It is common to begin by reviewing the company’s history when assessing its forecasted growth, 

for example, how quickly its activities have grown in history, indicated by revenues or earnings. 

Forecasting financial performance begins with an examination of the measurement challenges that 

arise when estimating previous growth, followed by an examination of how past growth might be 

used to forecast. (Damodaran 2012, chapter 11.) 

 

The arithmetic average and the geometric average both produce results that are potentially differ-

ent from one another when it comes to the average growth rate. The arithmetic average is a 

straightforward calculation that provides an average of previous growth rates, whereas the geomet-

ric average takes into consideration the compounding that takes place from one period to the next. 

 

 
Figure 2. Arithmetic average ( adapted from Damodaran 2012, chapter 11) 
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Figure 3. Geometric average (adapted from Damodaran, 2012, chapter 11) 
 

Typically, growth is measured by the annual growth rate of revenue. However, it is good to remem-

ber that the average growth percentages of revenue, EBITDA, operating profit and net profit or free 

cash flow are often not the same even when viewed over a period of 5 to 10 years, let alone over a 

period of one year. From the point of view of valuation, the essential growth is specifically the 

growth percentage of cash flows. In addition to annual growth percentages and these averages, 

growth can be measured with the average geometric annual growth percentage over a period of 

several years, for example, over a period of 3 to 10 years with a compound annual growth rate 

(CAGR). (Seppänen 2017, 144.) 

 

Any conclusions regarding expected growth or margin can be drawn from both historical and po-

tential data. What matters is that the result is representative of the most profitable future scenario, 

regardless of the data used. The value of any company will always equal its expected future re-

turns discounted to a present value using a risk-adjusted rate of return that is under a going con-

cern assumption. (Bernström 2014, 16.) 

 

 A key value driver is a company's growth direction. The analyst often considers historical and fore-

casted growth rates, as well as compound annual growth rates (CAGRs) for specific financial fig-

ures, while evaluating a company's growth profile. (Rosenbaum 2022, chapter 1.) 

 

 
Figure 4 CAGR ( adapted from Fernando 2022) 
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2.3  Comparable Companies Method  
 

Selecting comparable companies is one of the most important elements in a market approach valu-

ation. It is normal to seek peers in the same geographic region and sector or industry as the topic 

of the appraisal. However, before proceeding with a comparable company, there might be ques-

tions that need to be answered, such as: Which specific market do these companies function in? 

What is the service offering? What about vendors? How about the customers? What is the general 

competitiveness like? Which of the respective industries are susceptible to structural change? Re-

garding geography, in which countries does the company in question operate? (Bernström 2014 

47-51.) 

 

Additionally, it should be made clear that geography and business model do not need to be neces-

sarily seen as significant selection criteria. It is up to the analyst to determine and justify relevant, 

adequate selection criteria, which can be practically anything, such as size and risk profile, type of 

clients, addressable market, maturity and so on, as long as the criteria are transparent and credi-

ble. (Bernström 2014, 52.) 

 
In general, having more companies is preferable to having fewer. A group of 5–10 companies 

could be a useful starting point if good peers can be found. There is no minimum sample size, alt-

hough the sample should not be too small. It is dangerous to base an analysis on only one or a few 

comparable companies, as company-specific features of the particular peers may have a dispro-

portionate effect on the valuation target's calculated value. (Bernström 2014, 53.) 

 

It is essential to recognize that any adjustments made to the valuation company should also be ap-

plied to the peers. Common adjustments include, for instance, adjusting for non-recurring items, 

non-operating items, and income or expense items that are not in line with market conditions. 

(Bernström 2014, 54-55.) 
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Figure 5. Process using the market approach: comparable company method (adapted from 

Seppänen 2017, 134) 

 

 

2.3.1  Value Multiples 
 

Value multiples involve two components: a numerator of a measure of revenues, earnings, or book 

worth and a denominator of an assessment of the value of a company or its operating assets. 

(Damodaran 2006, chapter 9.) Price quotations as of the relevant valuation date should be used to 

determine the value multiples of comparable companies. There are two options available when uti-

lizing the market approach for valuation. Either calculating the market value of the business opera-

tions, that is, the market value of operating/invested capital, such as the enterprise value (EV), or 

calculating the market value of all outstanding shares, that is, the market value of equity, such as 

the price (P). (Bernström 2014, 70.)  

 

Enterprise value multiple (EV multiple) calculates the market value of the business enterprise, for 

example, operating and invested capital, to the selected base metric in relation (Bernström 2014, 

70).  

 

 
Figure 6. EV multiple formula (adapted from Seppänen 2017, 153) 

Conclusion about value indication: point estimation and range

Application of value multiples to the subject company's value drivers

Calculation and adjustment of value multiples

Calculation comparable companies multiples, enterprise value, and adjustment of 
value drivers

Selection of value multiples

Selection of comparable companies and -transaction
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In the formula presented in figure 6 of the EV multiple, the enterprise value of the comparable com-

panies is based on the price quotations obtained from the market of the selected comparable com-

panies or the trade prices obtained from transactions. Enterprise value (EV) represents the view of 

the market or the parties to the transaction on the company's ability to generate cash flow in the 

future and, thus, its profitability, growth, and risk. On the other hand, the comparable companies’ 

value drivers are usually a measure of the companies’ performance based on the financial state-

ments key figures, such as revenue, EBITDA, profit for the financial year or cash flow. In some 

cases, it can also be a balance sheet-based measure of invested capital or some non-financial or 

non-monetary performance measure. Including a value driver in the EV multiple is based on the 

idea that it reflects the company's ability to generate cash flow in the future. (Seppänen 2017, 153.) 

 

 
Figure 7. Enterprise value formula (adapted from Seppänen 2017, 153) 

 

The average or median of the EV multiple is calculated from the value multiples of individual com-

parable companies. This value multiple can be used to mechanically calculate the target compa-

ny's enterprise value indication by multiplying the estimated EV multiple by the value driver of the 

corresponding to the target company. (Seppänen 2017, 153.) 

 

  

2.3.2  Value Drivers 
 

One or more primary value drivers have an impact on all value multiples. Additionally, the value 

drivers of the corresponding multiples are distinct or singular, i.e., directly related to the particular 

variables that make up the relevant multiple. The straightforward statement "the higher the degree 

of value driver, the higher the level of value multiple" usually holds true. (Bernström 2014, 86.) 

 

 
Figure 8. Value drivers (adapted from Bernström 2014, 71-72) 

 

Figure 8 presents the value drivers. Value drivers are factors that increase the worth of a business.  
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Figure 9. Primary value drivers of the EV multiples (adapted from Bernström 2014, 86-87.) 

 

EV as the numerator represents the whole market value of the capital structure, and the value driv-

ers as the denominator represent all investor claims on the business, such as the market value of 

the capital structure as a whole. As long as there is a reasonable justification and all companies 

are treated equally, the variables relating to earnings and cash flow may be linked to EV for any 

time period. The budget from the previous fiscal year and the prediction for the following 12 months 

are common examples. All value multiples are impacted by one or more primary value drivers. Fur-

thermore, the value drivers of the corresponding multiples are separate or unique and directly re-

lated to the specific variables that make up the corresponding multiple. The primary value drivers 

for the previously discussed value multiples are above in figure 7. (Bernström 2014, 72-73.) 

 

Companies with a negative value of the value driver will also get a negative value for a value multi-

ple, which is, in turn, insignificant because the value of a listed company cannot be negative, but 

even at the minimum it is zero. By normalizing the value of the value driver to correspond to the 

company's continuous and permanent cash flow generation capacity, the negative value of the 

value driver is eliminated. The assumption is that the negative result or cash flow is a temporary 

state, and the company's ability to generate cash flow is normalized to the adjusted level in the fu-

ture. (Seppänen 2017, 161.) 

 

Companies that use substantial leasing contracts to acquire resources use the EV/EBITDA multi-

ple as their key value multiple. Although EBITDA is not free cash flow from operations, it does not 

consider changes in working capital and investments, and it is nevertheless more stable than the 

EV/FCF ratio. (Seppänen, 2017. 164-165)  

 

 

2.4  Discount for the Lack of Liquidity 
 

In the valuation of a non-listed company, the question of how large the discount for the lack of 

liquidity should be for a non-listed company can come across. So, how much discount should an 

investor demand from a company whose shares are not liquid? In general, investors are willing to 

pay a higher price for a listed company, but there is still a debate about how liquidity is measured 

and how it should be included in the company's value. (Damodaran 2005, 2.)                      
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According to empirical studies, discounts related to non-listed companies are a significant factor 

when evaluating the magnitude of the discount factor, especially when selling the entire company's 

share capital or a controlling portion of the share capital. In addition to the stock market, the 

discount for the lack of liquidity (DLL) has also been studied in the interest rate market and the real 

estate market. In the stock market, the investigation is divided into an investigation concerning the 

minority stake and the majority stake. The research on minority stake has compared returns 

between different stock markets and the valuation level of the same stock in different special 

situations. These special situations include restricted stock and IPOs. (Kerstin 2014, 67-71.)  

 

In their research, Damodaran (2005, 34) examines the methods by which the DLL can be included 

in the company's value. The size of the DLL can be examined with three different approaches in 

connection with the valuation. In the first approach, the valuation of the company is done as if the 

company were liquid, and after that, the DLL is deducted from the company's value. In the second 

approach, the DLL is already taken into account as a higher discount rate, which lowers the 

company's value.  

 

In the third approach, the company's value is based on comparable transaction with a similar 

liquidity level. The third approach is the market approach valuation. In practice, the valuations of 

listed and non-listed companies are based on the value multiples of the comparable companies. 

The simplest way to include a DLL in the company's value is to use comparable companies in the 

valuation that match the liquidity of the target company. Especially for non-listed companies, 

finding a suitable reference company can be a challenge because there are few peer companies 

and transactions take place relatively infrequently. And even if comparable transactions could be 

found on the market, the purchase price is not necessarily public, or other factors have influenced 

the purchase price. In addition, country- or company-specific differences in accounting may distort 

the value multiple. Using non-listed companies brings its own challenges to the company's 

valuation, as a result of which analysts use the value multiple of listed companies as comparison 

companies. When using the method in question, the DLL should be taken into account in the value 

multiple. However, this raises the question of what is the magnitude of this discount for the lack of 

liquidity. Here you can either use a fixed liquidity discount, which is the same for everyone or 

evaluate the company's fundamentals (size, growth and risk) and, based on these, estimate the 

size of the discount. (Damodaran 2005, 51-55.) 

 

As stated, the discount for the lack of liquidity is a valid approach to the company valuation and 

should be taken into consideration if possible. In this project-based thesis, the DLL will not be used 

due to the lack of information and uncredible sources so that the DLL could be reliably applied in 

practice in the valuation of the target company. 
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3  The Data Collection 
 

This chapter is the project-based thesis’s project task 2. This chapter will be examined the financial 

data received from Company X and explain the meaning behind the data. In addition, the data has 

been collected from the comparable companies to perform comparable companies analysis and 

position Company X’s valuation to the market approach. The information is based on the financial 

statements submitted by the company's management and interviews with the management.  

 

The data includes Company X’s income statement and balance sheet over the past five years, 

2017-2021.  

 

 
Figure 10. Company X’s  income statements 2017-2021 

 

Figure 10 shows the income statements of Company X in the past five years. The company's 

revenue has grown by an average annual 11.2 % (CAGR: 2017-2021). The company's goal is to 

grow by 20 % annually. A revenue of € 10.8 million has been budgeted for the current fiscal year. 

 

The company's EBITDA has fluctuated strongly. Within the completed fiscal year it was € 899 

thousand, and an EBITDA of € 1.35 million has been budgeted for the current fiscal year. 
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Figure 11. Company X’s balance sheet, assets   

 

Figure 11 presents the asset side of Company X’s balance sheet. The company’s total assets have 

grown every year on average 4.7 %. The asset side of the company's balance sheet mainly 

consists of activated development expenditure, trade receivables and cash. Most of the 

development expenditures have been activated in the 2020 fiscal year. In order to maintain its own 

equity positive, the company has activated various development expenditures; on the other hand, it 

is not recommended to activate expenditures too much because the result will go down due to 

excessive activations, which negatively affects EV.  Cash in hand and at the bank has been € 392 

thousand, which increases the value of the business when calculating the value of the equity. 

 

Figure 12.  Company X’s balance sheet, capital, reserves and liabilities  
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In figure 12 presented above can be examined the capital reserves and liabilities of Company X’s 

balance sheet. As stated earlier, as Company X’s total assets have grown in the past five years, 

the total capital reserves and liabilities have also grown the same amount. At the end of the fiscal 

year 2021, the company had a short-term interest to creditors of € 436 thousand, which should be 

taken into account as a negative item when calculating the value of the company's share capital. 

On the other hand,  it is most likely taxes and other official duties due to the nature of a financial 

statement, which is a glimpse of a certain day. 

 

The financial statements of Company X provide valuable information to use in the market approach 

valuation. In order to conduct a complete valuation of Company X, it is necessary to have a com-

prehensive understanding of Company X’s current financial situation, which requires access to the 

company’s historical financial statements of at least over five years. In this case, the financial state-

ments are from the financial years 2017-2021. Using the data to calculate the value drivers of com-

parable companies. The key figures of the financial data are revenue, EBITDA, EBIT, and revenue 

growth. 

 

The verbal data was collected through interviews with the company’s management and the 

chairman of the board. From the interviews was received the company’s strategy deliverables and 

growth opportunities. 

 

According to interviews with the company’s management, Company X has excellent customer 

relationships and satisfied customers, so the easiest way for the company to grow is through 

existing customer relationships. The current customer base has significant growth potential. 

Company X has also recognized that early service design expertise and demonstrations can catch 

up on projects at an early stage, thus increasing the speed of getting the whole project done. The 

company has invested in and hired a head of design and a whole design department to run that 

business. The company’s strategy deliverables will not directly bring additional value to this project, 

but it is crucial information to understand Company X’s business and, of course, to its potential 

investors.  

 

3.1  Comparable Companies 
 

The selection of comparable companies is one of the most important elements in a market ap-

proach valuation. In this project  11 companies have been selected for the comparable company 

analysis. The companies were chosen based on their geographic location, which is Finland for all 

of them. Another selection criterion was that the companies must operate in the IT industry and of-

fer similar services and products as Company X.  
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Next, the comparable companies and their key value drivers are introduced. All of the comparable 

companies are listed on the stock exchange, and the data is collected from their websites and fi-

nancial statements. 

 

Digia is a Finnish software and service company that assists its customers to renew themselves in 

a networked world. There are more than 1 300 employees in Digia. Digia’s roots are in Finland, but 

it also has international customers. (Digia 2022a.) Digia’s key figures are from the ended financial 

year 2021. The enterprise value was € 199 million, their revenue was € 155.9 million, their EBITDA 

was € 22 million, and their EBIT was € 14.7 million. (Digia 2022b.) 

 

Gofore is a Finnish software and service company providing assistance to organizations to bring 

new technologies from ideas to use. (Gofore 2022a.) Gofore’s key figures are from the ended fi-

nancial year 2021. The EV was € 336 million, their revenue was € 104.5 million, EBITDA was € 

17.1 million, and their EBIT was € 14.7 million. (Gofore 2022b.) 

 

Tietoevry provides its customers with cloud services, IT services and systems, which it also devel-

ops and maintains. It also offers, for example, financial services. (Tietoevry 2022a) Tietoevry’s key 

figures are from the ended financial year 2021. Their EV was € 3.9 billion, revenue was € 2.8 bil-

lion, EBITDA was € 549.2 million, and EBIT was € 382 million. (Tietoevry 2022b.) 

 

Siili Solutions is a Finnish software and service company offering its customers digital services, 

such as software engineering, automation, data and intelligence, and experience design. (Siili So-

lutions 2022a.) Siili Solutions’ key figures are from the ended financial year 2021. Their EV was € 

115 million, revenue was € 99.3 million, EBITDA was € 12.2 million, and EBIT was € 7.6 million. 

(Siili Solutions 2022b.) 

 

Bilot is a Finnish software and service company developing its customers' user and service inter-

faces. Its customers are mainly Finnish companies, such as Wärtsilä, Sanoma, Valio and YIT. (Bi-

lot 2022a.) Bilot’s key figures are from the financial year 2021 with EV € 23 million, revenue € 27.1 

million, EBITDA € 0.6 million and EBIT € -0,6 million. (Bilot 2022b.) 

 

Vincit is a Finnish software and service company offering digital services to different industries, for 

example, the wholesale and retail industries. It offers data-empowered digital commerce, and it 

provides accessible and intuitive public services for the public sector. (Vincit 2022a.) Vincit’s key 

figures are from the financial year ended 2021, EV € 89 million, revenue € 61.5 million, EBITDA € 

6.5 million and EBIT € 4.1 million. (Vincit 2022b.) 
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Innofactor is a Finnish software and service company providing digital solutions and services to its 

customers, for instance, cloud transformation and app and data modernization (Innofactor 2022a). 

Innofactor’s key figures are from the financial year ended 2021, with EV € 63 million, revenue € 

66.4 million, EBITDA € 10.5 million, and EBIT € 6.5 million. (Innofactor 2022b.) 

 

Netum is a Finnish software and digital service company founded in 2000 that offers digital solu-

tions and products. (Netum 2022a.) Netum’s key figures are from the financial year ended 2021 

with EV € 52 million, revenue € 22.4 million, EBITDA € 3 million and EBIT € 1.9 million (Netum 

2022b). 

 

Solteq is a Nordic software and service company specializing in digital business solutions and ver-

tical software markets (Solteq 2022a). Solteq’s key figures are from the financial year ended in 

2021, EV € 117 million, revenue € 69.1 million, EBITDA € 12.5 million, and EBIT € 7.1 million. 

(Solteq 2022b). 

 

Nixu is a Finnish-based cybersecurity company founded in 1988 (Nixu 2022a). Nixu’s key figures 

are from the financial year ended in 2021 with EV of € 55 million, revenue of € 51.8 million, 

EBITDA of € 1.4 million and EBIT € -0.4 million (Nixu 2022b). 

 

Loihde is a Finnish company that provides digital development and security solutions (Loihde 

2022a). Loihde’s key figures are from the financial year ended in 2021. Its EV was € 57 million, 

revenue € 107.2 million, EBITDA € 10 million and EBIT € -0.08 million. (Loihde 2022b.) 

 

Figure 13. Value multiples of comparable companies  
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In figure 13 is collected all of the comparable companies’ key figures from the fiscal year ended in 

2021. As we can see from Figure 13, their EVs differ from € 23 million to € 3.9 billion, the average 

of the EV is € 455,1 million, and the median is € 89 million.  

 

 

3.2  Conclusion of the Data Collection  
 

Company X provided information both in verbal and numeral data. The numeral data was provided 

as annual financial statements from years 2017 to 2021. All the information was consolidated into a 

single form, which gives all of the financial statements from different years of Company X together 

with an income statement and a balance sheet.  

 

The interviews were conducted with members of the company's management team as well as the 

chairman of the board. During the course of the interviews, all of the essential ideas were captured, 

which included company strategy deliverables. This was done since the commissioning company 

is not publicly listed, and as a result, its website does not contain any of this information. This pro-

ject follows the directions of the company’s management on strategy deliverables and rephrases 

them more appealingly. The comparable companies’ data was collected from their website and 

their annual reports ending the financial year 2021. 

 

As a consequence of the second task of the project, the data collection gave an in-depth compre-

hension of the company's current financial circumstances, including its revenue rate. It made it 

possible to select and collect data from similar comparable companies as Company X and find the 

important value multiples that are needed to calculate the EV of Company X. This information is 

required in order to finish the calculations needed to conduct the market approach valuation that 

was presented in chapter 2. In the next chapter, the valuation of Company X as a going concern 

will be performed.  
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4  The Valuation of Company X  
 

In this chapter, the information from the literature review and the financial data from chapter 3 are 

used to calculate the valuation of Company X as a going concern. This is project task 3.  

 

 
Figure 14. Company X’s key value drivers 

 

In figure 14 is presented Company X’s historical key figures from the income statement and yearly 

change and calculated the arithmetic and geometric average, as well as the standard deviation of 

Company X's percentage change in the past five years. It explains the variations of the fiscal years 

within the company’s lifecycle. 

 

 
Figure 15. Company X’s Forecast as a going concern 

 

Figure 15 presents Company X’s financial forecast. The forecast of revenue and adjusted EBITDA 

for the fiscal year ending 2022 is based on the company’s own assumptions and the information 

that was received from the interview with the company. CAGR is 16.80 % for the upcoming years 

2023 – 2025.  
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Figure 16. Company X’s CAGR  

 

 

4.1  Comparable Company Analysis 
 

In this chapter, the comparable companies have been listed in figure 17, and their EV multiples 

have been calculated using the data collected from their financial statement 2021. 

 

 
Figure 17. Comparable companies’ multiples 

 

Figure 17 shows the selected comparable companies. Their multiples have been calculated by di-

viding their enterprise value by the key value drivers, Sales, EBITDA, and EBIT. As can be seen 

from figure 15, the multiples vary a lot. The comparable companies are valued at EV/Sales multi-

ples in the range of 0.5x to 3.2x, meaning that the companies invested in the capital on median 

and average are market valued at 1.3x and 1.4x.  

 

 
Figure 18.  Calculation of Enterprise value of Company X 
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Figure 18 shows the calculations of enterprise value using the median of the comparable compa-

nies, which is presented in figure 17. Figure 18 shows that enterprise value is subject to change 

depending on what EV multiple is in question. As stated earlier, the company should use 

EV/EBITDA multiple as the factor if it has leasing agreements. Company X has leasing agree-

ments, which are presented as leasing liabilities in figure 19 below.  

 

 
Figure 19.  Company X’s valuation 

 

The adjusted EBITDA of Company X for the fiscal year 2021 was € 1.162 million. The largest ad-

justment consists of the company's main owner's salary of € 162 thousand, which has been ad-

justed to match the salary level of a senior salesperson. In the potential target state of Company X, 

the principal owner might not be continuing in the company after a potential acquisition, in which 

case the adjustment is well justified. In addition, the adjustments include one-off brand and strat-

egy work costs of € 64.72 thousand, as well as the costs of terminating employment contracts, 

which was € 31 thousand and the VTT SEED partnership of € 5 thousand. The large amount of 

short-term interest to creditors can be explained by the fact that the financial statement describes 

the figures from a certain day, which might not accurately represent the number of short-term inter-

ests on average. However, the leasing responsibilities of € 286 thousand are reasonably high in 

relation to company revenue, as was discussed in the interview with Company X’s manager.  

 

In Company X’s valuation, a 9.4x EBITDA value multiple has been applied, which is based on the 

value multiple EV/EBITDA median of the comparable companies in figure 17. Calculating the 
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enterprise value, the adjusted EBITDA of the fiscal year ended 2021 has been used, which was € 

1.162 million. Company X's EV is then € 10.922 million. The Company X market value equity is € 

10.919 million. The EV/SALES multiple would then be 1.2x. It is calculated by dividing Company 

X’s EV by its sales in 2021. 

 

Company X’s EV = € 10.922 million 

Company X’s sales in 2021 = € 9.040 million 

EV/SALES = € 10.922 / € 9.040 = 1.2 

 

The EV/SALES multiple is reasonably well in line with the multiples of the comparable companies. 

According to the calculation presented, the value of the company's equity is € 10.919 million, which 

serves as a target valuation in the thesis and with the company’s own predictions. 

 

 

4.2  Interpret of the Results 
 

The value of equity at Company X is estimated to be € 10.919 million, while the value of EV is € 

10.922 million. This optimistic estimation provides prospective investors and the management of 

the company with a favorable impression regarding the success of the company as a going con-

cern. 

 

Company X's cost structure is heavy compared to revenue because personnel expenses, that is 

wages and pension expenses, are so high. It may affect the interest of investors because person-

nel expenses are difficult to decrease, especially when this is a people-intensive business. 

 

The EV of Company X is smaller than any of the comparable companies' EVs. This can be ex-

plained by the fact that Company X is smaller in terms of sales. However, this does not mean that 

Company X is a less eligible acquisition candidate or an investment opportunity. 

 

Company X’s EV/Sales multiple was 1.2x, which is in line with the comparable companies. So, as 

Hayes (2021) states, Company X might be more appealing to investors if its EV/sales multiple is 

low since it may be relatively undervalued.  In this case, the company’s historical and future fore-

casts were combined to receive the goal of this thesis, which was the valuation of Company X as a 

going concern. As a result, we can conclude that Company X’s valuation was successful. 
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5  Conclusion  
 

The aim of this project was to provide an estimation of Company X’s value as a going concern. As 

Frykman & Tolleryd (2009) mention, company valuation is vital for an entrepreneur to understand, 

as it reflects the current state and future potential of the company and therefore enables the com-

pany to increase its value. This was the basis when planning and writing this thesis: providing 

Company X with an estimation of its value so that the company could better understand their cur-

rent situation, as well as prepare for future events, such as potential mergers or acquisitions.  

 

As Company X is a non-listed company, the valuation was done using the market approach 

method, which meant using comparable companies to calculate the Company X enterprise value. 

When using the market approach valuation, one of the most crucial parts is selecting suitable com-

parable companies (Bernström 2014, 47), which is why a key task was finding the right companies 

for the analysis. After collecting a list of comparable companies, it was possible to conduct the val-

uation of Company X.  

 

 

5.1  Key Findings 
 

This project was implemented by collecting and receiving data from Company X through financial 

statements and interviews.  

 

The first project task was to create a theoretical framework and use that as a base to build the 

foundation for this project and answer the question of what is theoretically the process of a pri-

vately held company valuation. This part also introduced the company and its industry.  

 

The second project task was collecting financial and relevant data from the commissioning com-

pany relevant to the project. The collection of financial data included collecting the necessary his-

torical financial statements from the past five years, such as income statements and balance 

sheets. Other relevant information from the commissioning company was collected by conducting 

interviews with the company. It also included finding and selecting the comparable companies and 

collecting financial data from them. All the information for this project task was collected from relia-

ble sources, from e-books and companies’ own financial statements. The project’s key compo-

nents, such as market approach valuation, comparable company analysis, and value multiples 

were presented in further detail. The outcome of the second task was having all the necessary 

data to start the process of a company valuation.  
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The third project task was to calculate the company valuation. For that, the calculation formulas 

from the theoretical literature and the data collected from the company were used. First, the com-

pany’s financial situation in the past was presented by providing income statements and balance 

sheets from 2017 to 2021. From the historical performance, forecasts were made for five years, 

where a 16.80 % compound annual growth rate was examined. After that, the market approach 

valuation process, including comparable companies method, was applied to assess the company. 

Following several calculations, the median value multiples for comparable companies were deter-

mined, and Company X's enterprise value (EV) and market value of equity were valued at € 10.922 

million and € 10.919 million, respectively. The following valuation advises the company to reduce 

short-term interest and leading responsibilities in order to improve its financial status.  

 

 

5.2  Recommendations 
 

A recommendation for Company X’s management team is to make a careful analysis of their his-

torical financial statement and see what liabilities and costs could be reduced in order to increase 

their financial situation. A further recommendation, if the company is pursuing or intends to launch 

IPO or find investors, is to perhaps conduct another valuation using the different valuation method 

to give perspective to their actual company value.  

 

All in all, it would be recommended for the company to use this project as an indicator of their en-

terprise value and set targets for the company’s future growth to be more successful and competi-

tive. The company should check their additional costs, such as leasing costs, and see if they are 

too high and if those could be repaired to increase the EV. 

 

 

5.3  Evaluation of Project Management and Outcomes 
 

The quality and success of project management in this project-based thesis were relatively suc-

cessful. All project tasks were achieved, and valid outcomes were presented to them. In order to 

improve the process, the theoretical framework could be broader, and perhaps use another com-

pany valuation approach as well, to receive more in-depth results of the valuation and give varia-

tion than using only one method. This should be remembered in the future when planning projects 

like this to ensure that the theoretical framework is carefully designed for the research problem and 

objectives.  When asked for feedback from the commissioning company, they said that they find 

the results useful and agreed with the recommendations.  
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5.4  Further Research and Projects 
 

The valuation study of privately held companies can be used in a variety of different ways in initial 

public offerings (IPOs) or in the case of mergers and acquisitions. This project could be continued 

to calculate Company X’s terminal value of discounted cash flow.  One could deep dive into investi-

gating what Company X’s primary assets are and how they differ from competitors and focus on 

the competitive advantage of the competitors in order to win the markets. 

 

 

5.5  Reflection 
 

Through the process of researching literature and conducting calculations in this project, I have 

learned how to execute a non-listed company valuation. It has been interesting to be able to apply 

things I have learned into practice and familiarize myself with real-life company valuation. Working 

with a commissioning company has been an excellent opportunity for this thesis project and for my 

own interests in working in the finance field in the future. Especially interviews with the company 

management were really inspiring. Even though this project taught me a lot, it also motivated me to 

learn even more about finance and motivated me to continue studying the subject.  

 

In addition, writing this thesis has taught me for example time management and process planning. 

During the writing process, I have had to ensure that I am using my time efficiently and focusing on 

the right aspects in each phase of the process. As this was my first time doing work such as this 

alone, it has been rewarding to see that I am able to execute a project that requires long-term 

planning and focus. All in all, I am sure that this process has taught me many skills that will be 

useful in the future, both in school and work life.  
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