IP Valuation Report
REPORTED JUNE 28TH 2021 TO MILMED UNICO AB

Disclaimer
The information and material presented in this report (the “Report”) are provided to you for reference use only, for any interest in acquiring or evaluating the
business or any of its assets each entity and/or individual is responsible for their own due-diligence and evaluation before proceeding. All information contained
herein is obtained by Bergenstråhle & Partners AB (“B&P”) from sources believed to be accurate and reliable. Although reasonable care has been taken to ensure
that the information herein is true, such information is provided ‘as is’ without any warranty of any kind and B&P, in particular, makes no representation or warranty,
express or implied, as to the accuracy, timeliness or completeness of any such information.
All information contained herein must be construed solely as statements of opinion and B&P shall not be liable for any loss incurred by users from any use of this
report or its contents. B&P’s information and opinion should not be the only criterion when making business decisions on subject of report. Data in this report
should be considered as an additional factor together with others in order to reach a decision.
In the course of its work, B&P may have received information from Milmed Unico AB, besides the fact that the report may also contain data/information available in
the public domain or that is made available through secondary sources. This report has been issued on the above date and supersedes any previous issued final or
draft version of this Report.
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Executive Summary
The purpose of this report is to outline and describe
the value and valuation method used when evaluating
the current IP value of Milmed Unico.
The valuation method used is based on a discounted cash
flow (DCF) model that has been adapted in order to account
for the value of IP-related assets. It is our general conclusion
that the current IP value contribution to the overall company
value is very high, which indicate that measures to preserve
this IP position by e.g., continuously protecting own
technology development and safeguarding trade secrets, as
well as trademarks, is appropriate.
We also see great potential in further enhancing the IP
value position of the company, in particular by further
securing patent protection for drug strain per se and
pharmaceutical formulations and not only the medical uses
as is currently the case.

This valuation has been based on a set of assumptions
regarding a future market strategy/roadmap and its
implications on the future business of Milmed Unico. Also,
for predictable scaling of the sales, a value model has been
developed and applied to the future market development
roadmap, taking into account predicted rate of market share
increase per region from launch to saturation.

Estimated IP value

≈ 150,000,000 SEK

An estimated IP value will be presented, based on the
above-mentioned assumptions and the assumed
safeguarding of a positive IP position. The result is indicative,
further work will refine, confirm and provide resilience of
values. This will further form foundations for investment
decisions.
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Company background
Milmed is a Swedish innovation company that has developed a patented
method and product relating to a yeast culture. The yeast culture has a positive
impact on all living cells.
Milmed is a new generation of biopharma products with probiotic properties.
The first product to hit the market is Milmed’s patented allergy treatment ALNOZINE™. The present valuation will look at the IP value of this patented
allergy treatment.
The company was founded in 2018 but the underlying scientific work and
research was initiated in Sweden in early 2008. Milmed has been tested by
over twelve hundred people and no adverse side effects have been reported.
However, many testimonials claim several positive general health effects after
10-12 weeks of treatment.
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MATS ERIKSSON ABOUT THE VALUATION MODEL

The valuation model
We have based our valuation on several different financial forecasts relating to
the different industries that Milmed Unico have or potentially could venture
into with its solution.
Based on this financial prognosis/forecast, we have modeled an expected
return using a discounted cash flow analysis (DCF) for a period of 20 years. The
model has since been adjusted based on relevant market data, the Milmed
Unico’s level of control over its intellectual assets, and interviews with key
people from the company regarding future projects and expected cash flows.
The future cash flows are then discounted using a discount rate, providing us
with the present value of these future cash flows.
The model used for this valuation takes IP-related aspects into account when
determining a reasonable discount rate, examples of such aspects are: The
level of control over IP assets, the level of value that IP and intellectual assets
contributes to the total company value, i.e., how dependent the company is on
IP/intellectual assets. In order to further validate our method, we have looked
at the valuation of companies that are similar to the Milmed Unico in terms of
the relevant technological field.
Valuation is not an exact science, and the conclusions are in many cases, for
natural reasons, subjective and dependent on the valuer's own assessments
and assumptions. It is not possible to place an absolute value on the business.
We have based our assessments in this valuation with regard to its overriding
purpose – to set a reasonable and defensible value for the IP – based on the
available information. Another advisor, making different assumptions as to the
future development of Milmed Unico, will naturally arrive at a different IP value.
5

02

03 The model, step 1

Creating the model
The IP valuation model was originally
developed by Bergenstråhle and have
been used for years to provide
indications of value for IP. The model
uses a concept with a DCF and a
Monopoly Margin that is defined dividing
the value between a Monopoly Margin
and a Market Margin, wherein:

Conventional DCF Value
01

03

04 The model, step 2
Conventional DCF Value
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02 Market margin
per definition is 1 (–) Monopoly Margin

Monopoly Margin

Further discounts are made based on IP related
parameters to the Monopoly margin resulting in a
model that always present a company value* that is
lower than the conventional DCF value.

01 Monopoly margin
is the margin created from owning the IP.
This can be defined in many different
ways and Bergenstråhle have significant
know-how relating to how this is
determined in each specific case.

Market Margin

Market Margin

Monopoly Margin

Company Value*

$

*While this valuation only presents the
current IP value, the model can be adjusted
to also produce an estimated company
value.
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Creating the model
The IP valuation model originates from the discounted
cash flow, DCF, model but has defined a starting point in
an IP Contribution Margin thus defines the maximum and
minimum of contribution that the IP can have on the
revenue.
The numbers used are based on previous valuations from
companies within similar markets, example:

Minimum contribution: 4%
Maximum contribution: 25%
The next step of the valuation process is to implement IP related
discount factors to determine the IP Contribution within the
scope of the IP Contribution Margin.
Because the Company’s IP assets is primarily made up of
patents & trade secrets, we have used discount factors primarily
designed for evaluating the value and control over such assets.

The following discount factors have been used in the present case:
IP CONTRIBUTION MARGIN
The IP contribution margin defines the lowest and highest possible
contribution that IP can have. The Min and Max values defines the
IP contribution scope and thus sets the boundaries for the
valuation model.
EASE OF DETECTION
How easy it is to detect any infringements of the company’s IP
rights by third parties. For example, if it is easy to detect an
infringement, it can be detected simply by viewing the product or
by conducting a simple analysis.
SALES PROTECTION COVERAGE
The level of sales protection is determined by whether the unique
selling points, USPs, of the company is covered by the patents.
LEVEL OF CONTROL
The level of control is determined by looking at what measures
have been taken in order to improve protection over company trade
secrets. For example, are there trade secret policies in place?
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Input variables – IP
IP Contribution Margin

Sales Protection Coverage

IP in the form of patents is deemed to be critical and
will to a very large extent contribute to the value of
future cash flows.

The present patent application covers the medical
use of the company's drug product. However,
product protection for the pharmaceutical agent
itself or its formulation is currently missing. A patent
has been granted in Sweden but on other potential
markets no patents have yet been approved.

Ease of Detection
It is deemed to be relatively difficult to detect any
potential infringements of the patents.

Level of Control
Efforts have been taken in order to secure control
over company trade secrets. NDAs are regularly
used before sharing sensitive information and there
is an overall understanding of the commercial
importance of managing trade secrets

Input variables – Discount Rate
The discount rate used has been arrived at by
calculating the weighted average cost of capital
(WACC) for the company and comparing this to some
commonly used discount rates for start-ups. This is
done to account for the fact that the company is still
in an early phase which increases the overall risk of
an investment.

Risk Free Rate

Market Risk Premium

The theoretical rate of return of an investment
with “no risk” or financial loss. Usually well
performing government bond are considered for
this element.

This is the premium return required by investors to take
the risk on the public market.
Market risk premium in Sweden (as of May 2020):
7,4%

Risk free rate in Sweden (2020): 2,4%
Generally, a WACC will not produce an accurate level
of risk for a company that is yet to have a positive
EBITDA. However, it may still serve as a relevant
comparison and has been used to set the floor of
what a minimum level of risk could be for this
valuation.
Furthermore, when looking at start-ups that have yet
to have a positive EBITDA a simplified WACC model
can be used, in which the WACC is equal to the cost
of equity calculated with the CAPM* formula:
*Capital Asset Pricing Model

Beta
The beta indicates how the industry of the
company relates to the market in terms of risk. If
the industry is more volatile than the market, then
the risk but also expected returns are higher, and
vice versa.
Drugs (Pharmaceutical), Average Beta 20162021: 1.08

WACC = 10,4%

Input variables – Discount Rate
Additional Considerations
For startups with a period of sales and positive or close to positive EBITDA a commonly used discount rate is around
20%. However, since the sales of the dietary supplements is currently limited, and the sales of the allergy-product will
start sometime in 2024. A higher discount rate is warranted initially, the rate is set to 35%.
Further from 2026 and onwards, when sales of the allergy product has started on several key markets the discount
rate is lowered to 20%.
Looking at the company in 15-20 years’ time when the company has matured and the product is being sold on all of
the main markets, a discount rate close to what we arrived at using the WACC is reasonable, approximately 10-11%.
The 15 % rate used in this valuation is therefore deemed to be reasonable as it takes into account the risk of
projecting cash flows far into the future.

Assumptions for estimated IP value
In our calculation, we have only
calculated projected incomes from
the allergy-product. Additional
revenue sources in the form of for
example dietary supplements and
treatment for IBS, have not been
taken into account.

As for the margin, this is gradually
reduced over time as we expect a
certain price erosion as the market
matures and competitive products are
introduced. Furthermore, we have
also taken into account that the cash
flows calculated after the first 5 years
are associated with great uncertainty.
Note, big pharmaceutical companies
often strive to achieve a 30% margin.

Although the company’s patents
cover the main USP’s of planned
products, it is assumed that they will
continue to pursue patent protection
where it is deemed suitable.

The DCF analysis has been made for a
period of 20 years. The reason for this
period instead of a more conventional
5-10 years is that it will take time
before the allergy product has
received regulatory approval. It is
crucial for the validity of this IP
valuation that future cash flows
attributed to the allergy-product are
taken into account.

Cont. Assumptions for estimated IP value
The financial projection as it relates to
the allergy product is based on a
market share growth from 0,5% to a
final saturation of 8% for all markets
except the US, where the final market
share is set to 4%.

The allergy product will contain living
cells, which means that someone can
buy the drug, grow the cells and sell
them (for the same purpose or for a
different purpose than the patented
ones). However, Milmed Unico will
receive some protection against
infringement from other medicinal
products as approvals are required for
the marketing of the product as a
medicinal product. However, other
use-cases is more difficult to protect
against.

The IP Valuation
The resources of a business such as technology, methods,
algorithms, copyright, trademarks and other IP are the building
blocks of Business Value. Insights in the value contribution of
these resources and the linkages between them is essential for
business strategy, management and business valuation. Yet very
few companies have the knowledge of potential of value
contribution of their IP assets.

IP Valuation of Milmed Unico
This is the estimated IP value based on our assumptions and the
assumed safeguarding of a positive IP position.

IP Contribution Margin

Max 35% / Min 5%

The most common factors that influences IP Valuation are:
A. Standard of value
B. Purpose of valuation
C. Valuation methods

Discount Rate

2021 - 2026: 35%
2026 - 2035: 20%
2035 - 2040: 15%

D. The nature and strength of your IP assets
Estimated IP value

≈ 150,000,000 SEK
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Future potential
The valuation is based on a selected business segment, pollen allergy, where Milmed Unico has the neatest position for market launch. Milmed Unico has a
great business potential in different market segments for treatment of diseases in the inflammatory area. However, like other major innovations, the
pioneering solution needs a start to create a foothold, some experience to establish maturity and confidence to grow.
Therefore, the potential of the innovation embraced by Milmed Unico is by far greater than where the company has put the focus right now.
With data from clinical studies from successful treatment of allergic, will create a foundation for further adaptations and studies in other inflammatory areas.
The pace and variety of the commercialization of the innovation may be accelerated with the initial foothold confirmed on the market. This valuation is based
on where the company is standing and focusing now, however also disclosing some openings for future expansion. To illustrate the potential, two other groups
diseases are disclosed to illustrate future market potential. The global market for allergy treatment is approximated to USD 20 – 30 billion, according to
forecasts, where pollen allergy has the biggest market value. Forecasts shows significant increase the coming years.
For the purpose of indicating the potential of Milmed Unico, two other market segments are quantified. One is the IBS (Inflammatory Bowel Disease), with the
adjacent diseases Crohn's Disease and Ulcerative Colitis, UC. These group of diseases includes a share of people with vague diagnosis, why the market
estimates also tend to by vague. However, various treatment methods included, the market estimates starts from USD two billion for IBS, with pharma
delivering companies with drugs for this area disclosing global sales exceeding USD 25 billion 2017, where Crohn's and UC are among the treated diseases
and the drug market value for UC only, is estimated to USD 6 billion in 2025.
Another area which Milmed Unico has data indicating effective treatments, are degenerative diseases, including Parkinson Disease and Alzheimer. Drug
treatment for Parkinson indicates a global market value exceeding USD one billion, and over USD three billion for Alzheimer.
Further market research and clinical research will disclose to what extent theses disease can be treated with Milmed Unicos preparations, and further better
estimate these diseases, which contains large groups of undiagnosed people.

Appendix 1 – IP Valuation Dashboard
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