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Abstract

Technology valuation of entrepreneurs is one
of the most critical challenges for financing
them through the venture capital (VC)
financing process. During the financing
process and with the gradual identification of
uncertainties, it is desirable for the investor to
achieve the rights to terminate, increase or
decrease the amount of his investment by
exercising an option to abandon, expand, or
contract. On the other hand, it is reasonable
that by granting such rights to the investor,
the entrepreneur requests a higher value for
the relevant technology. In this paper, by
reviewing the literature, and also by using the
experts’ opinions, real options analysis
(ROA) has been proposed for technology
valuation during the VC financing process.
Also, unlike previous researches that have
utilized the compound options, an "option to
choose" is used to apply investors’
flexibilities during the commercialization
stage and contribute to determine the amount
of value added to encourage the entrepreneur
for granting the mentioned rights to the
investor. Finally, by observing the results of
technology valuation for one case study
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through the proposed method and the
attainment of a value-added about 4.36 billion
rials compared with the traditional discounted
cash flow (DCF) method, it became clear that
the calculations of a real case are consistent
with the reasoning.
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3- Option to choose

4- Compound options

5- Option value

6- Strategic net present value
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1- Kodukula & Papudesu
2- Real options analysis (ROA)
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1- Discounted Cash Flow (DCF)

2- Risk-adjustment Net Present Value (rNPV)
3- Real Options Theory (ROT)

4- Roman
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1- Decision tree analysis (DTA)

2- Venture capital valuation method
3- First chicago valuation method
4- Investor’s expected return rate
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2- Option to postpone
3- Call option
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1- Real option value (ROV)
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