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CareerlIn Partners is considering a $3million equity investment in a mobile payment company. Your role is to create the
financial model, consisting of P&L, Balance Sheet, Cash Flow Statement, and DCF valuation.

«  The company, MobPay, runs two business lines: a money transfer business and a bill payment service. MobPay has a wide
network of agents throughout the country which accept cash and conduct the payment on behalf of the customer. Both
services require a transaction fee from the user.

«  Currently, MobPay has 7,500 agents, which it expects to double within the next year. Each agent conducts 25 money
transfer transactions and 12 bill payments per month. Currently the customer is charged 50 cents per money transfer and
$1 per bill payment. Management has indicated they might lower prices in the future to stay competitive. To complete the
revenue projections, please use your own assumptions and state those clearly.

* MobPay incurs a 20 cents commission payable to the point of sale (POS) provider or agent for each transaction. In
addition, each agent receives 15% of the total fees as revenue share. These fees comprise the company’s only operating
cost.

*  The company’s fixed and overhead expenses are $1.5 million per year and are expected to grow 10% annually. Three
years ago, MobPay invested $5 million in IT infrastructure, its only fixed assets. Depreciation is flat over 5 years. The
company plans to upgrade its equipment immediately following the CareerIn Partners’ investment. Planned capital
expenditures are $2 million.

*  MobPay’s receivables are 45 days of revenue; its payables are 30 days of operating cost.

«  Currently the company has a cash balance of $200,000, goodwill of $800,000, equity of $1 million (assume retained
earnings are zero), and a debt of $2 million. For simplicity, assume all other current assets and liabilities are zero at the
time of the CareerlIn Partners’ investment.

«  The debt has flat principal payments over five years and runs at 12% interest. Assume the company can be sold at an
EBITDA multiple of 8x in five years. Corporate income tax is 30%. Careerln Partners’ cost of equity is estimated to be
25%. (&l p ]

| [
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