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The Story
Damstra has reached a point of critical mass in terms of product offering and the high proportion of SAAS/Recuring sales to physical equipment sales.

Revenues with existing customers are growing + new customers additions for Net client retention values well over 100% and strong gross margins of
75% supporting operating leverage and growth. Expansion in Australia and Interationally both organically and via acquisition provides a very long
runway of opportunity supported by a tail wind of demand around security and monitoring systems and services that Damstra provides. A large and
growing suite of compilatory products provides a strong competitive position for growth, customer defensiveness and growth potential as they
increase their dependence on Damstra's services and equipment.

The Assumptions
what Base Year _Terminal Year Link to story

Customers/GTv/Rev KPI N/A N/A N single key revenue growth driver identified
Revenue 46.6% 5.0%|Long term high growth opportunity from existing and new customers
Gross Margin % 68.4% 75.0%|Growing SAAS Vs Hardware revenue proportion
EBITDA Margin % 4.6% 41.9%|High operating leverage, Opex falling from 122% to 35% of Rev
Tax 25.7% 27.5%|Australia based tax assumptions
Capital Spend 7477 13,031 | Growing at 5% a year to support innovation and growth
Share Count Changes 185,680 226,343 |2% ESOP (non cash Opex), excludes capital Raise for acquisitions (assume eps accretive)
Discount% : EV/EBITDA 10.0%) 20.0 |Med/high operating risk, but no debt so Medium long term risk rate : High margin + growth
The Cash Flows (3'000)
Dilution _ Rev KPI Revenue  GrossMargin % EBTDA % Tax Capex FCFF
1 185,680 - 30,30 22,840 | 75.3% 3823 |126%| 1401 5,000 |- 2,686
189,394 - 39,42 29,582 | 750% 6,793 | 17.20% | 675 5,400 |- 933
E) 193,181 - 50,486 37,864 | 750% 12,833 | 254% 957 5,820 3,027
4 197,045 - 63,107 47,330 | 75.0% 19,835 | s1.4% 2912 9,261 7,662
5 200,985 - 77,622 58,216 | 75.0% 28,012 | 36.1% 5,161 9,724 13,127
3 205,006 - 93,146 69,860 | 75.0% 36,677 | 39.0% 7,5% 10,210 18923
7 205,106 - 105,913 82,434 | 75.0% 45,978 | a1s% 10,101 10,721 25,156
5 213,288 - 126,399 94,800 | 75.0% 54,784 | a33% 12512 11,257 30975
9 217,554 - 139,039 104,280 [ 75.0% 60,268 | 43.5% 14,031 11,820 38,417
10 221,905 - 185,991 105,494 [ 75.0% 61,132 | 419% 14,269 12411 34,453
Terminal | 226343 - 153,291 114,968 | 75.0% 64,189 | 419% 14,510 13,031 36,647
The Value (A3'000)
Terminal Value (Diluted) 1,053,141 | Cashflows discounted for dilution
PV (Terminal Value) 394,226
PV (FCFF of next 10yrs) 75,240
Value of Operating Asset 469,465
Adjustment for Distress - 23,473 |Failure Probability = 5% (long standing, product diversity, cash generating)
[Adjustment for Future Options 46,547 |Option Case = 10% (accretive acquisitions product range growth)
~Debt & Minority Interest —|Nodebt
+Cash & Equivalents 7,551
Value of Eq 500,490
Value per share (Base Currency) s 2.70
FxRate 1.000[ Current Price | % _|sell down in growth and concerns about impact of Vault acqu
Value per share (A$) $ 270§ 0.96 [ 181% |has driven down price from a high of $2.44

Sourc:

tethodology and Format are based on that done by Aswath Damodran (see: aswathdamodaran.blogspot.com)

Disclaimer: Valuation is not to be relied on as financial advice of any sort and is prepared for personal use of the author only.





