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Financial Model Analysis for The Pep Straw 
Financial model analysis is an important practice in any business because it helps determine the financial performance into the future. This forecast is based on the historical performance of the company, assumptions, and the preparation of a balance sheet, income statement, and other supporting schedules. For the case of PEP Straw, there are areas where red flags are raised. Financial model analysis for the company is as shown below. 
Revenue 
The total revenue for year 1 is $370,125. This revenue was achieved after selling 352,500 units for $1.05 each. The revenue for the first year is believable because the sales distributed throughout the months from April to December. The revenue per employee for the entire period is calculated based on the total sales through commission. The revenue for year 5 is $20.389, 978. This revenue is enough to get excited about because it shows increased sales for PEP straw 1, PEP straw 2, and PEP straw 3. The revenues for these products are increasing throughout the years. The cost of goods (COGS) is also increasing steadily from 2019 to 2023. 
The growth rate for the five years is calculated as shown below.
(Revenue (2023) – Revenue (2019)) / (Revenue 2019). 
= (20389978 – 370125)/ (370125) = 54
Growth rate was achieved because there was an increase in revenues. 
The metric that drives the revenue is sales by region, marketing through B2B activities like networking, use of brand ambassadors, and event sponsoring. Sales is the major revenue driver in the company. 
EBITDA and NI Margins 
EBIDTA is a metric used to evaluate the operating performance of a company. Net income (NI) is a metric used to evaluate whether revenue exceeds expenses. EBITDA is lower compared to the industry comps because it is well below 10 in all the years, implying that it is healthy. The profit of the company is above average. The net income margin for years 1 and 2 is negative, implying that the margin was low. In years 3 to 5, the margin was 11.6%, 13.1%, and 12.0%. this margin is above 10, implying that it is average. Compared to the metrics of the industry, EBIDTA and NI at PEP are lower because EBIDTA margin in the industry is 25.16% and the net profit margin is 15.58%. 
Cash Low Point/ Amount 
The lowest cash point is the beginning cash on January 2020 at an amount of $14,875. The cash is too low because it cannot meet all the expenses in the total uses. 
Cash flow BE will be achieved on January 2020 because the company will need to obtain additional financing to meet its fixed costs. The metrics that drive this are cash flow, profit and loss statement, revenue, gross margin, net profit, and the acid test ratio. 
The revenue per employee varies annually from 2019 to 2023. The employee revenue for the five years is as shown in table 1 below. Considering that PEP is a fortune 500 company, the average revenue per employee is $300,000. The figures in this forecast are higher and comparable to those in the oil and energy industry. 
Table 1: revenue per employee from 2019 to 2023
	Year 
	Revenue per employee 

	2019
	105,750

	2020
	480,885

	2021
	882,297

	2022
	852,975

	2023
	1,019, 499



Investment Opportunity and ROI
The size of seed for investment decisions in 2019 and 2020 is 20.0% and 13.6% respectively. The seed round for PP distribution, Cap investment, cash-on-cash, and IRR are 4.18, 0.15, 27.9X, and 101% respectively. The funds obtained are used for different purposes, including improvement of tier 1 sales, brand building, ramp-up of tier 1 + 2 sales, and automation in Mexico. Achieved milestones are increased sales and distribution and automation in Mexico.
The enterprise value for revenue, EBIDTA, and EBIT in the exit scenario $30.58 million each. The value of the enterprise can be justified using risk because there is no uncertainty between the value of assets in the balance sheet and the price obtained if the asset is sold effectively. The assets are sold at a higher price that the price indicated in the balance sheet. This implies that the value of the enterprise is increasing. 
The exit strategy for the company is an excellent strategy because it will allow the company to make a substantial profit. Selling the ownership of the company to investors like Otsuka Pharmaceuticals, Kellog, Groupe Lactalis, and Farmer Bros will increase the enterprise value by $1859.1. The returns from the exit strategy are big enough considering that the valuation of the enterprise is $30.58 million. The returns on revenue, EBIDTA, and EBIT are $30.58 million each. These returns are believable because they match the revenues generated from 2019 through to 2023. 
