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All About DDR & Startup Valuation

* Due Diligence Report in Startup Ecosystem

* Linking DDR Insights to Valuation
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What is DDR?

* DDR = Due Diligence Report

* Comprehensive assessment of a startup before
Investment, merger, or acquisition

* Prepared by investors, VCs, or third-party consultants
* Acts as a risk assessment and confidence-building tool
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Importance of DDR for Startups

* Builds investor confidence

* |dentifies financial and legal risks

* Helps in fair valuation

* Ensures compliance and transparency
* Reduces post-investment disputes

.gellus CFO Services | Start Up Consulting | F&A Outsourcing



Key Components of a DDR

* Financial Due Diligence: Revenue, expenses,
profitability trends, cash flow, tax compliance

* Legal Due Diligence: Incorporation docs, contracts, IPR
ownership, litigations

e Business & Commercial: Market, customers, vendors
®* Operational & HR: Team, ESOPs, HR policies
* Technical: Architecture, IP, security
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DDR Process Flow

* |nvestor/VCinitiates DDR

* Startup provides data room access

* Experts review financial, legal, and technical records
* Findings documented in DDR

e Risks classified (High/Medium/Low)

* Decision: Invest / Re-negotiate / Exit
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DDR Red Flags for Startups

* |nconsistent financial statements

e Unclear cap table / shareholding disputes
* Weak IP ownership

* High founder dependence

* Pending legal disputes

* Aggressive, unrealistic projections
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How DDR Influences Valuation

* Positive DDR - Higher Valuation (Clean financials,
strong IP, scalable business)

* Negative DDR - Discounted Valuation (Legal risks,
compliance gaps, weak governance)

* DDRis the basis for valuation negotiations
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Startup Valuation Methods

* DCF (Discounted Cash Flow): Future cash flows
discounted to present value

* Comparable Company Analysis (CCA): Industry peer
multiples

* Precedent Transactions: Past similar acquisitions
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Linking DDR to Valuation

* Financial health - Revenue multiples
* Legal/IP - Risk-adjusted discounts
* Market position - Growth premium

* Team strength - Confidence multiplier
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Best Practices for Startups

* Maintain updated data room

* Regularly audit financials

* Ensure legal compliance

* Protect IP and technology

* Document policies and governance
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Conclusion

* DDRis a startup’s report card for investors

* Strong DDR - Trust + Higher Valuation
* Weak DDR - Risk discounts & delayed deals

* Preparing early helps startups raise funds smoothly
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Ocellus Start Up services

* \We understand your world
* \We manage end to end finance lifecyle management of

a startup:

Incorporation

Fund raise and Valuation/DDR

Finance Ops (Accounts receivables, Accounts Payables, Compliance)
Investor relationship and Regular MIS

Advisory services for IPO

Governance and Audit support
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Our Esteemed Clients
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Let’s connect

Experience seamless Financial Management with Ocellus

www.ocellus.in

srikanth@ocellus.in surendar@ocellus.in
70228 21007 70228 01213
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