
New Ventures BC  
2023

April 15, 2023

1

Financial Models 101

Sean Hodgins, CA-CPA, CPA (Illinois)

Tandem Innovation Group Inc.

Red Thread Ventures (VCC) Inc.

O(604) 241-8400   M (778) 318-1514

sean@tandemig.com

sean.hodgins@redthread.financial

mailto:sean@tandemig.com
mailto:sean.hodgins@redthread.financial


Some tips 
for 
competition
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NVBC is a great experience- deliverables and 
deadlines are helpful motivators

Don’t worry about winning- It is just a nice bonus!

Get a good editor and keep it clear and 
professional

Be real (Use case study example)

Be a confident thought leader

Tell an interesting story (Ted Talk)

The financial model is critical and is generally the 
lowest scoring category in the competition

Don’t be afraid to ask for help- it leads to 
opportunities- both sales and investment



Financial Model 3

What to include? 
(Historic + 3-5 years 
“Projections”/ 
“Proformas”) 

What will my 
business finances  
look like in the future 
if you invest today?

(GAAP/IFRS- but you 
don’t need to be an 
accountant!)

Balance Sheets
Profit and Loss
Cash flows

Build in excel: Bottom up 
and Top down- Monthly 
to Annual

Key Performance 
Indicators and 
Assumptions

Financial model 
drives your 
valuation- convert 
idea to cash
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Financial 
Modeling is a 

Critical
Process that 
never ends!

The Numbers Supporting Your Story:

§ Step 1- Market Analysis 
§ Step 2- Opportunity Analysis 
§ Step 3- Sales to Revenue to Cash
§ Step 4- Key Performance Indicators
§ Step 5- Gross Margin- how much 

profit on each sale
§ Step 6- Milestones and Valuation
§ Case studies are ideal for financial 

model- easier for investor to 
understand
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Step 1-
Market 

Analysis

§ This is your chance to truly enlighten us that 
you know the industry you’re in. TEDTalk

§ Everyone has a billion $ opportunity but often 
fail to model how they will capture some of it.

§ 1% of $50 Billion dollar opportunity but why?

§ Analyze the industry segment based on your 
problem/solution to quantify the potential

§ Better marketing? Cooler/Better Product? 
Cheaper product? First mover? Get clever!

§ Competitive landscape- current 
pricing/potential time savings/cost savings-
build a believable ROI that solves an “Industry 
problem”
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Step 2-
Opportunity 

Analysis

§ Demonstrate you know how sales works.

§ All great entrepreneurs/CEO’s need to be 
great salespeople.

§ Selling something means you can really help 
customers understand how your solution 
helps them.

§ Build your model with your sales brochure and 
price list in hand.

§ Know who your first or next 10 customers will 
be and why. 

§ Foundation of a Sales Pipeline that derives 
and predicts future sales (Weighted Pipeline)

§ Rate of Growth- Be Realistic (Sensitivities)
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Step 3-
Sales, to 

Revenue, to 
Cash

§ Demonstrate you know the difference 
and how sales transforms into your 
how you deliver things and get paid

§ Even SAAS may not equate Sales = 
Cash (although the closest)

§ Demonstrate you know how to run a 
business, by understanding how 
working capital management works.

§ Telling this story demonstrates you 
know how to run an actual business

§ Pitching “dreams” rarely work well
§ Go sell something small first, delivery, 

collect, repeat faster and better
§ Good investors will look for these 

issues so get ahead of it.
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Step 4-
Gross 

Margins

Profit Potential Economics
§ How do we price our offerings? Lower 

cost/premium cost
§ What does it cost to deliver what 

you’re selling per unit?
§ How do you drive down variable costs 

and increase margins?  Economies of 
scale.

§ Other innovative ways to compete that 
overlap into your financial model

§ Gross margin trending
§ Simplicity is ideal here
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• Head count
• Social Media Metrics
• Customer count
• Customer acquisition costs 

(CAC)?
• Customer Satisfaction –

Churn rate– Recurring 
customers

• Renewal rates – Lifetime 
Customer Value

• Break even points

KPIs and Key TermsStep 5-
Key 

Performance 
Indicators 
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What is your value?
Net Present Value of all future Cash 
Flows (Real Value)

Value is a Sum of the Parts: 

Team, Tech, Opportunity, Risk

Understand how companies in your 
industry are valued? 

• Multiple of Revenue/Income

• Subscribers, # of Engineers

u Timelines for key achievements

u Use of Proceeds

u When will you get bought/go IPO?

Step 6-
Valuation 

Milestones 
and Exit



Projected Income Statement 11



12

Projected Balance Sheet
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Projected Cash Flows
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§ Keep it Simple Stupid (KISS)
§ Enlighten the judges (Know your #’s)
§ Find a Comparative Public Company-

SEDAR.com and EDGAR (sec.gov)
§ Know your key metrics and build 

business processes that focus on 
improving these metrics 

§ Use Google- there are lots of great 
examples- ie. SAAS Metrics/Retail 
Metrics, etc.

Concluding 
Remarks



Questions
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?



Appendix A-
BC Tech 
Model- 10 
Rules
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Incorporate - simple 
reverse vesting 

common shares for 
founder teams

Raise your first $25k 
from friends and 

family

Get good at 
expense reporting 
(separate Self from 

Inc.)

Register immediately 
to get your GST 

back!

Build real SR&ED and 
optimize Proxy rules
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Register as an EBC 
(30% incentive for 

BC angel investors)

Leverage the NRC-
IRAP, NSERC, etc.

Angel circuit- links 
to customers and 

maybe even $

Find customers 
who will help build 

your product

Build partnerships 
and networks early

Appendix A-
BC Tech 
Model- 10 
Rules


