
TEAM PROJECT 
PART 1: SOURCING THE DEAL 

 
 
What is this project?  
 
The semester-long team project integrates the course material and asks you to apply it to a real 
VC investment scenario.  Your team will take on the role of VCs evaluating a hypothetical 
investment in a real company of your choosing. There will be four deliverables spaced 
throughout the semester: 

• Sourcing the deal (5 points): Find a company to analyze and submit a short memo 
describing the company and investment opportunity. This document explains what types 
of companies are allowed, and it also gives you resources to help you find companies. It 
also describes the deliverables I expect during this first phase. 

• Total valuation (15 points): Perform a detailed DCF valuation of the company. Most of 
your effort will go into sizing the market, forecasting revenues, and forecasting 
profitability. You will also be analyzing the valuations of comparable publicly traded 
companies. Your grade for this part will largely be based on whether you can 
convincingly defend your assumptions using data.   

• Partial valuation, term sheet, and negotiation strategy (15 points). Write a term sheet 
that describes the terms of the deal, including security type, number of shares, amount 
invested, and protective covenants. To perform this analysis, you will need the 
company’s existing capitalization table, which describes how many shares are owned by 
each existing investor in the firm. You will also need to know the type of security owned 
by each investor. In addition to writing the term sheet, you will write an internal memo to 
the senior VC partners describing your negotiation strategy. Specifically, you will make a 
recommended initial bid to the founders, and you will also specify your walk-away deal 
terms.  

• In-class presentation (5 points): Each team will give a short (~12 minute) presentation 
on the company and deal in front of the class. These will happen during the last three 
sessions of class. If there is not enough time in class for these presentations, a few groups 
may have to present outside of class time. The presentation will be structured as a mock 
Investment Committee presentation. Your classmates, the TAs, and I will act as the 
partners, and your team will act as members of the investment team. You will be graded 
in large part based on whether we “partners” find your investment recommendation 
persuasive.  

 
 
What companies you can choose 
  
I want you to choose a company that interests your team. There are a few requirements 
that I will impose, though, because I want to make sure the project is realistic to VC, and 
because I want to make sure you can complete the project effectively. I don’t want you to 
choose a company and then realize halfway through the semester that the company is 
impossible to analyze, for example, because you don’t have access to the necessary 
information.  



 
Requirements  

• Company is currently private.   
• Company is 1-10 years old.  
• Company is in an industry in which VCs typically invest. Ask us if this is not clear, 

but try to avoid companies that are not innovative, or where technology is not 
integral to the business model.  

• You either have access to the company’s financial statements (balance sheet and 
income statement) and financing history (current capitalization table, at a 
minimum), or you can interview the company’s top executives (e.g., founders) and 
investors. The reason for this requirement is that without this information, it will be 
impossible for you to value the company and write the term sheet effectively. If you 
cannot access financial statements and history, I ask that you are at least able to get 
guidance from the company’s executives. Finding financial information or being able 
to contact top executives may severely limit which company you choose. Access to 
high-level financial statements is fine; you don’t need access to highly detailed 
financials. Also, access to projected future financials is not needed; I’ll ask you to 
make your own projections for the company. More details and tips below. 

• Uber is off limits, since we’ll discuss it in class. 
• Zenkars is off limits, since we studied it last year. 

 
Suggestions (not required) 

• The company should be great! We’ll talk a lot this semester about what makes a 
company great. Here are the two most important elements:  

o The company is attacking a large and addressable market. This means the 
company could conceivably lead to a large exit with a valuation of several 
hundred million dollars within about five years. Two examples: 
 Company developing a drug to cure a disease that affects 1,000 people 

worldwide per year. This is not a large market. 
 Company developing a new operating system for desktop computers. 

This is a huge market, but it is probably not addressable, since it will 
almost surely be impossible to unseat Microsoft and Apple.  

o The current management team has the capabilities to make the business 
work. 

• Ability to speak with founders, top executives, or investors. I suggest that you plan 
on interviewing the founders, top executives, and/or investors during the semester. 
They are usually willing to speak with folks for a few minutes about their venture if 
they find that you are truly interested in what they are doing.  

• Access to the company’s business plan  
• Company is either in the expansion or late stage.  

o What’s this mean?  
 The company’s product or service is in production or commercially 

available. 
 The company demonstrates significant revenue growth 
 The company may or may not be showing a profit.  



 The company has been in business for more than three years.  
o Why this suggestion? 

 The valuation tools you’ll be using are more relevant to late-stage VC 
than early-stage VC. Analyzing an expansion or late-stage company 
will make the project more realistic to what VCs do. 

 Your job will be easier. You’ll have access to more information, and 
you’ll have a clearer picture of the company’s direction. 

• Access to data on the company’s business model/economics, including the 
following: 

o Pricing strategy 
 Valuable to also see the difference between bookings/contract value 

and actual revenue if it is a recurring revenue business 
o # of customers 
o # of employees 

 How will this scale as they grow? What do they need to grow and 
what will be the costs associated in growing their team 

o Distribution strategy 
o Supplier information 
o Cost breakdown  

 What do they spend on producing their product? 
 What do they spend on marketing vs. labor vs. overhead?  
 What drives their costs? Are there economies of scale?  

o Unit economics  
 Customer Acquisition strategy + cost 
 Margins 
 Customer lifetime value information 

o Competitive landscape 
o Risk analysis (what could go wrong) 

• Intellectual property information  
• Legal items  

o Regulatory rulings that affect it 
o Grants/Tax breaks if applicable 

 
 

 
Deliverables for “Sourcing the Deal” 
 
Due Oct. 6: Get our approval for your company. Do so by filling out this google form as soon 
as you’ve chosen a company. This google sheet will then automatically show companies 
that have been requested, with approved companies highlighted in green and rejected ones 
highlighted in red. We will send your team an email if we reject your company. If we reject 
your company, you will have to find a new one. We will make the approval decision based 
on whether your company satisfies all the requirements above. I highly encourage you to 
begin reaching out to founders or attempting to obtain financial / operational information 

https://docs.google.com/forms/d/1oktHGxyUMzS5FG3xAWysilLrvcuXfJs4iMB9TFvh3D0/viewform?usp=send_form
https://docs.google.com/spreadsheets/d/1LiL8LLYmJOYFlelY0yy6fyq7NiaEFhoC5llp4oj4zEA/edit?usp=sharing


on the companies as soon as possible. Seek our approval well before the Oct. 6 deadline in 
case we ask you to find a different company.  
 
Due Oct. 12th : 

• Sign up for a team on canvas. Do this by logging in to canvas, choosing the “people” 
tab, then the “project groups” tab.  

• Submit a 3-5 page investment memo. This is not meant to be a thorough investment 
memo, but more of a short introduction to the company and why you are think it 
hold promise. The memo should be more qualitative than quantitative. Your memo 
should include the following: 

o The name of your newly founded Venture Capital Firm (team name) and  
names of all team members.  

o Basic information about the company: 
 Founders 
 Location 
 How/when it was started 
 URL  

o Descriptions of the following: 
 The product or service being sold 
 The value proposition 
 Competition 
 Market size 
 Macro trends affecting the company.  
 Current financial health and financing history 
 Business model. How is the product sold? How will the company earn 

revenues?  
o A short thesis as to why you believe this company will be successful 
o If you do not have access to the company’s financials or financing history, 

how do you plan on gathering enough information to build a valuation model 
and term sheet?  

 
A good model for your memo is Sequoia’s memo for its investment in Youtube. You’ll find 
this model memo on Canvas (FilesProject Youtube_Sequoia_Investment_Memo.pdf 
Pages 10-14). (The pdf, by the way, is from a lawsuit against Google. The whole document 
is pretty interesting, even if just as a historical artifact.) 
 
You will be graded on the clarity of your thought and presentation. 
 
 
Advice on finding information and choosing a company  
 
Tips on finding private companies with public financial information 
 



• Visit the Lippincott Library. The librarians there are experts on finding this type of 
information, and they told me they would be delighted to help you. Think of them as 
your VC firm’s internal research department (while being respectful, of course). 

• One option is to choose a company that’s about to go public. These are companies 
that have recently filed an S-1 with the SEC. You can find these companies on SEC’s 
Website.  Do not choose a company that filed its initial S-1 before July 1, 2014; these 
companies’ IPOs are imminent. It’s okay to choose a company that filed an S-1 and 
subsequently withdrew it. (e.g., Box). The nice thing about choosing a pre-IPO 
company is that the S-1 document contains tons of information, making your job 
easier, and also giving you the same level of information that a VC investor would 
have. One bad thing about choosing a pre-IPO company is that it’s unrealistic—the 
company is not planning on raising any more VC financing. I’m fine with you 
pretending that the company is planning on raising VC before the IPO. Another bad 
thing is that the company may have its IPO in the middle of the semester. It’s okay, 
but not ideal, if this happens. We will not grade you based on how close your team’s 
valuation is to the market’s valuation. We’re more interested in seeing how you 
structure the analysis and support your assumptions with data. 

• Orbis (http://hdl.library.upenn.edu/1017/10613):  Orbis has financial records for 
more than 9 million unlisted companies.  You can read more about how to search it 
from Lippincott’s blog post:  A Little Privacy, Please:  Finding Private Company 
Information. 

• Consider analyzing a European company. Their financial information is much easier 
to find. Orbis is a good source for European companies.  

• Mergent Online (http://hdl.library.upenn.edu/1017/103672):  From the basic 
search tab, check the D&B Private Company Database option to include in your 
search. 

• Hoover's (http://hdl.library.upenn.edu/1017/6939):  Search by company name, or 
search for a list of private companies by choosing Build a List then Company Type 
then Private. You can then include any other criteria of your choosing, then generate 
a list of all companies that match. 

• FactSet is available in Lippincott Library, and provides private company snapshots, 
including details like funding rounds and key competitors. Ask at the Lippincott 
Library Reference Desk to be logged into this resource. 

• Bloomberg terminals are available in Lippincott and in Huntsman, type PSCR 
[GO] to search private companies worldwide. Screen by location, industry, size, and 
private equity backing.  

• CapitalIQ is available to MBAs through MBA Career Management by logging into 
Students and then selecting  Research Tools.  Wharton undergraduates can access 
CapitalIQ here in Lippincott Library. 

• CB Insights (http://hdl.library.upenn.edu/1017/100351):  Access to CB Insights 
requires that you create an account with your UPenn email.  Although CB Insights 
doesn't have financials, it does have valuations for some funding rounds. 
 

 
Other resources for choosing a company 

http://www.library.upenn.edu/lippincott/
https://www.sec.gov/cgi-bin/browse-edgar?company=&CIK=&type=s-1&owner=include&count=40&action=getcurrent
https://www.sec.gov/cgi-bin/browse-edgar?company=&CIK=&type=s-1&owner=include&count=40&action=getcurrent
http://hdl.library.upenn.edu/1017/10613
http://lippincottlibrary.wordpress.com/2013/03/04/a-little-privacy-please/
http://lippincottlibrary.wordpress.com/2013/03/04/a-little-privacy-please/
http://hdl.library.upenn.edu/1017/103672
http://hdl.library.upenn.edu/1017/6939
http://mbacareers.wharton.upenn.edu/
http://hdl.library.upenn.edu/1017/100351


 
• Fastest Growing Company Lists 

o Example: Inc 5000 
• Crunchbase 

o Suggest looking at top VC’s profiles and the companies they have recently 
invested in 

o Examples: Sequoia Capital, Google Ventures 
• News Sites 

o Techcrunch 
o VentureBeat 
o Gigoam  
o Wired 
o Hacker News 
o Dan Primack’s Term Sheet  

• Conference Attendees – look at conferences for the industry you are interested in  
o Example: CES Attendee list 

• Industry landscapes 
o Sequoia’s Mobile Landscape 

 
 
Even more sources of information about companies and industries:  

• Again, talk to the Lippincott librarians 
• Interview the founder, other top executives, and/or investors 
• Funding press releases 
• Company Blog 
• IBIS Industry Reports (Lippincott) 
• Gartner 
• Forrester 
• Mary Meeker’s Internet Trends Report 2014 
• VC Partner’s Whitepapers / Industry Landscapes 

o Accel whitepaper on payments 
o Founder’s Fund Manifesto 
o Bessemer Cloudscape 

 
Tips for contacting and interacting with the founder or other top executives:  
(Apologies if this information is obvious to you.) 

• Identify the founder or top executive using CrunchBase or LinkedIn. 
• Sometimes you can guess the person’s email address. E.g., 

first.last@companyname.com. 
• Send a thoughtful email introducing yourself and explaining why you are reaching 

out. Show that you have interest/knowledge of the space in which the company is 
operating in. 

• Ask for 10-15 minutes of their time to chat about what they are doing. Again, 
reiterate that you are super excited and you will only take a few minutes. 

http://www.inc.com/inc5000/index.html
http://www.crunchbase.com/
http://www.crunchbase.com/organization/sequoia-capital/investments
http://www.crunchbase.com/organization/google-ventures/investments
http://fortune.com/tag/term-sheet/
http://ces15.mapyourshow.com/6_0/search.cfm
http://venturebeat.com/2014/07/08/for-sequoia-capital-mobile-tectonics-is-how-itll-find-its-next-billion-dollar-company/
http://assets.accel.com/5174b518259e9_payments%202_0.pdf
http://www.foundersfund.com/the-future
http://www.bvp.com/cloud


• When speaking with them, be very mindful of their time, and try to spend most of 
the time listening.  

• Prepare thoroughly for the interview. Do any required background research. 
Prepare a detailed interview guide with the help of your teammates.  

• Ask general questions:  
o How do you acquire customers?  
o How long do your customers stay with you?  
o How have you grown over the past few years?  
o What factors most directly impact your growth or margins?  
o How do you plan to scale your business?  
o What makes your model unique?  
o Who are your customers?  

• Respect their privacy  
• Try to get as many concrete numbers as you can that are specific to their business.  
• Follow up with a thank you note.  

 
Examples of Possible Companies: 

• Companies founded by you or other Wharton students. These are typically not 
expansion or late stage, but remember that is not a requirement, only a suggestion. 

• Dropbox 
• Box 
• Atlassian 
• AirBnb 
• Lynda.com 
• Spotify 
• Bonobos 
• Stripe 
• Cloudera 

 
 
Miscellaneous questions 
 

• I have a company I really want to analyze, but it doesn’t meet all the requirements. 
What should I do? Come talk to me. Hopefully we can find a way to make it work. No 
guarantees, of course. 

• Is it okay to discuss the project with other teams? Yes. In fact, it is strongly 
encouraged. For example, I encourage you to  

o Share feedback on each other’s investment memos 
o Discuss assumptions in your DCF models 
o Rehearse your in-class presentations together  

A main reason for creating the shared google sheet described above is so you can 
easily see what companies other teams are analyzing. There is one exception, which 
we explain next. 



• Is it okay if another team chooses the same company? Yes. If this occurs, you are not 
allowed to discuss the project with that other team. Any such discussion will be 
considered cheating.  

• What if some of the data I use are confidential? The TAs and I need to see your 
detailed valuation model, and we need you to defend your key assumptions using 
data. We promise confidentiality, and we’re glad to sign any confidentiality 
agreement you require. Also, remember that you’ll have to present the company and 
your investment analysis in front of all your classmates. 

• What if I don’t have access to the company’s detailed financing history? In this event, 
we will ask you to make up details about the financing history. Later in the semester 
we’ll give you guidelines on how to make up these details. It’s hard to find detailed 
financing histories. We don’t want this lack of data to keep you from choosing a 
company you love. 

• Can I choose a company that’s about to go public? Yes, but see additional details 
above. 


