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1. Executive Summary

This document presents Caffevolve™ Corporation’s valuation framework for seed investors,
outlining the projected impact of a granted U.S. utility patent on the company’s current pre-
patent valuation of $2.5 million. The analysis draws on peer-reviewed academic research,
industry reports from PitchBook and the U.S. Patent and Trademark Office (USPTO), and
market data from leading research firms to establish a defensible, evidence-based valuation
range.

Our analysis concludes that upon securing the utility patent for the Caffevolve™ “blend-then-
grind” dual-hopper proportional dispensing system, a reasonable post-patent valuation range is
$8 million to $12 million, with a defensible midpoint of $10 million—representing an
approximate 4x step-up from the current pre-patent valuation.

Key Takeaway: Seed investors entering at the $2.5M pre-patent valuation are
positioned for significant paper gains at the first major de-risking milestone—the patent
grant—before a single licensing deal is executed.

2. Current Pre-Patent Valuation: $2.5 Million

The current $2.5 million valuation reflects the following assets and milestones:

* Provisional patent filed with the USPTO, establishing “patent pending” status and a
priority date for the core “blend-then-grind” invention

+ Comprehensive technical IP including detailed engineering specifications, USPTO-
compliant technical drawings prepared by Patent Drawing Experts, and a robust patent
claim strategy covering both the dual-hopper proportional bean dispensing system and
the post-brew additive integration platform

* Fully developed brand architecture with three product tiers (Originara at $199,
Advancara at $599, and Culminara at $2,499+ for commercial applications) and a
complete go-to-market strategy

* Asset-light IP licensing business model targeting premium appliance manufacturers
(Breville, Fellow, Ninja, and others) with projected 5-8% royalty rates

This valuation carries inherent risk because the core innovation has not yet received formal,
enforceable patent protection. The provisional filing establishes priority but does not grant the
right to exclude competitors. This distinction is critical to understanding why the patent grant
represents the single most significant valuation inflection point on the near-term horizon.
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3. The Patent Premium: What the Research Shows

Multiple peer-reviewed studies and industry analyses provide empirical support for the valuation
impact of patent grants on early-stage startups. The following evidence forms the quantitative
foundation of our post-patent valuation estimate.

3.1 PitchBook Analyst Study (2023)

A comprehensive PitchBook analyst study analyzing national data from 2011 to 2020 found that
startups with patents or patent applications raise significantly more financing and achieve higher
valuations than their non-patent peers. At the angel and early seed stage, the average valuation
for a startup with a patent was 93% higher than for comparable startups without patent
protection. Late-stage startups with patents were valued 51% higher. Additionally, early-stage
startups with patents raised 73% more capital per round.

Source: PitchBook, “Q1 2023 Analyst Note: Introducing PitchBook Patent Research,” PitchBook
Data, Inc., 2023. Summarized in Escalon Services, “How Patents Boost 409A Startup
Valuations and Fundraising,” January 2025.

3.2 Greenberg Israeli Startup Study (2013)

A rigorous fixed-effects analysis of 317 Israeli technology startups across more than 980
financing rounds found that each additional patent application was associated with a roughly
45% increase in valuation in subsequent financing rounds. Critically, the transition from
“‘pending” to “granted” patent status produced an estimated 28% additional valuation increase
for younger, pre-revenue firms in early financing rounds. The study noted this effect was
“positive and significant for younger firms in early financing rounds, but small and insignificant
for more mature start-ups,” underscoring the outsized impact of patent grants on companies at
precisely Caffevolve™’s current stage.

Source: Greenberg, G. (2013), “Small Firms, Big Patents? Estimating Patent Value Using Data
on Israeli Start-ups’ Financing Rounds,” European Management Review, Vol. 10, pp. 183—196.

3.3 Farre-Mensa, Hegde & Ljungqvist — USPTO Patent Lottery Study (2017)

This landmark study leveraged the USPTQ’s internal databases to establish causal evidence of
patent value. Startups whose first patent applications were approved averaged 55% higher
employment growth and 80% higher cumulative sales over five years compared to startups
whose applications were rejected. The study also found that patent grants produced a strong
causal effect on continued innovation and that venture capital funding became significantly
easier to obtain following approval. The benefits were most pronounced for startups without
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other credibility markers—such as those outside major startup hubs, with first-time founders, or
without significant prior funding—which closely describes Caffevolve™’s profile as a Kenosha,
Wisconsin-based venture.

Source: Farre-Mensa, J., Hegde, D., and Ljungqvist, A. (2017), “What Is a Patent Worth?
Evidence from the U.S. Patent Lottery,” USPTO Economic Working Paper No. 2015-05. Also
published as CEPR Discussion Paper No. 11091.

3.4 European Patent Office / EUIPO Report (2023)

The European Patent Office, in partnership with the European Union Intellectual Property Office,
studied thousands of European startups and found that startups holding patent rights were 10
times more likely to secure venture capital funding than those without. Additionally, startups with
European patents and trademarks were 6.1 times more likely to obtain early-stage investment,
reflecting the substantial confidence investors place in protected innovation.

Source: European Patent Office / EUIPO (2023), as cited in Eqvista, “Patent Valuation for
Startups and Early-Stage Ventures,” July 2024; and IdeaClerk, “Do Patents Really Help
Startups Raise Funding?,” 2025.

3.5 USPTO Report on Patents as Collateral (2022)

A 2022 USPTO report found that when patents are used as collateral, venture capital funding
increases by 76% over the subsequent three years. The report further confirmed that startups
receiving their first approved patent experienced 55% more employee growth and 80% higher
cumulative sales within five years compared to non-patenting peers.

Source: United States Patent and Trademark Office (2022), as cited in IdeaClerk, “Do Patents
Really Help Startups Raise Funding? Evidence from the U.S. and Europe,” 2025, and Built In,
“How Patents Can Boost Your Tech Startup’s Success,” 2024.

3.6 Comparable Valuation Case Study

Lumenci, a leading IP advisory firm, documents a comparable pre-revenue startup—a robotics
company covering autonomous warehouse systems—that secured a $15 million valuation at
seed stage based solely on its granted U.S. and European patents with broad claims and over
17 years of remaining life. Despite having no revenue, the defensibility and technical scope of
its patent portfolio provided investors with a tangible asset base to underwrite valuation risk.
This case is instructive for Caffevolve™, which will hold patent claims covering a novel,
hardware-based consumer/commercial product innovation in a large addressable market.

Source: Lumenci, “VC Patent Valuation for Startups and Funding,” September 2025.
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3.7 Evidence Summary

Source

PitchBook (2023)

Greenberg (2013)

Farre-Mensa et al. (2017)

EPO / EUIPO (2023)

USPTO (2022)

Lumenci Case (2025)

\ Key Finding

Angel-stage patents = 93% higher
valuation

Patent grant = 28% additional
bump for young firms

55% employment, 80% sales
growth post-grant

10x more likely to secure VC with
patents

76% increase in VC funding with
patent collateral

Pre-revenue robotics startup at
$15M on patents alone

Relevance to Caffevolve™

Direct stage comparability;
validates ~2x premium

Pre-revenue, early-round match;
grant vs. pending premium

Causal evidence; strongest for
non-hub startups like
Caffevolve™

Confirms patent as critical gating
factor for institutional capital

Validates patent as leverage for
follow-on financing

Comparable IP-only valuation
precedent

4. Market Context: Addressable Opportunity

The valuation premium afforded by a patent is amplified when the underlying innovation
addresses a large and growing market. Caffevolve™’s licensing model targets the global coffee
machine market, which provides substantial runway for royalty revenue.

» Global coffee machine market: Valued between $12.1 billion and $18.9 billion in 2025
(depending on scope), growing at a 5-6% CAGR through 2030-2035.

« U.S. household coffee machine market: Valued at $3.26 billion in 2025, projected to
reach $4.43 billion by 2030 at a 6.38% CAGR.

+ Specialty coffee consumption: Reached a 14-year high in 2025, with 46% of U.S.
adults drinking specialty coffee daily and 74% of that consumption prepared at home.

* Bean-to-cup segment: Growing at 5.0% CAGR, driven by consumer emphasis on
freshness and customization—directly aligned with Caffevolve™’s dual-hopper, grind-
on-demand architecture.

Sources: Mordor Intelligence, “US Household Coffee Machine Market,” 2025; Research Nester,
“Coffee Machine Market Size,” 2025; Coherent Market Insights, “Coffee Machine Market Size,
Share and Analysis,” 2025; National Coffee Association via Research Nester, 2025.

Within this market, Caffevolve™ addresses a specific, unmet need: precise caffeine
customization through proportional bean blending before grinding. No current market entrant
offers this capability. The patent, once granted, would create a legally enforceable exclusivity
window of approximately 20 years in this product space—a powerful value proposition for

licensing partners.
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5. Post-Patent Valuation Methodology

Our valuation estimate integrates three recognized approaches to patent and startup valuation,
weighted toward the methodologies most appropriate for a pre-revenue, IP-licensing business
model:

5.1 Market Comparable Approach

Using the PitchBook data showing 93% higher valuations for angel-stage startups with patents,
applying this premium to Caffevolve™’s $2.5M base yields approximately $4.83M from this
factor alone. However, this data captures the average premium across all patent types and
quality levels. Caffevolve™’s patent, if granted with broad claims covering the core dispensing
mechanism, would likely command a premium at the upper end of the distribution given the
novelty of the invention, the absence of close prior art, and the large addressable market.

5.2 Income-Based Approach (Relief from Royalty)

Under the relief-from-royalty method—identified as the most widely used patent valuation
technique—we project the royalty income the patent would generate if licensed to one or more
major appliance manufacturers. With even conservative assumptions of 2-3 licensing
agreements generating $1-2M in annual royalties by year 3, the net present value of those cash
flows over the patent’s 20-year life comfortably supports a valuation in the $8—12M range, even
after applying significant risk discounts for pre-revenue status.

Source: August Brown, “Valuing a Patent in 2025: Methods, Costs & Business Impact,” October
2025 (identifying relief from royalty as the most commonly used method for patent valuation).

5.3 Signaling / De-Risking Approach

Drawing on the Greenberg (2013) and Farre-Mensa et al. (2017) findings, the patent grant
resolves a critical uncertainty for investors: whether the company’s core technology is truly
defensible. For young, pre-revenue startups—precisely Caffevolve™’s current profile—this
resolution carries the greatest valuation impact. The 28% additional premium documented by
Greenberg for the pending-to-granted transition, layered on top of the PitchBook baseline
premium, supports a cumulative multiplier of approximately 3—5x the pre-patent valuation for a
high-quality, broad-claim patent in a large market.
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6. Recommended Post-Patent Valuation Range

Recommended Post-Patent Valuation: $8M — $12M
Defensible Midpoint: $10M | Step-Up: ~4x from $2.5M

Scenario Valuation ' Patent Assumption Supporting Evidence
Narrower claims; core PitchBook 93% premium +

Conservative $8M blending method protected but ~ Greenberg 28% grant bump
some additive claims limited applied conservatively

Full application of empirical
multiples; comparable to
Lumenci case study at 67%
discount for earlier stage

Broad claims covering dual-
Base Case $10M hopper dispensing AND post-
brew additive integration

Broad claims plus early Patent premium + licensing
Optimistic $12M licensing LOls or term sheets traction; aligns with income-
from target manufacturers based NPV projections

7. What the Patent Specifically De-Risks

The following table illustrates the risk reduction achieved by the patent grant, which is the
primary mechanism through which the valuation step-up is justified:

Risk Factor Pre-Patent (Current) Post-Patent (Projected)
Competitor Replication High — No enforceable barrier Low — 20-year legal exclusivity

Strong — License is cheaper
than design-around or
infringement risk

Speculative — No incentive to

Licensee Willingness license pending tech

High — Enforceable IP asset on

Investor Confidence Moderate — Concept-stage risk
balance sheet
Plausible — Patent portfolios
Acquisition Interest Unlikely — No defensible moat command 150% higher M&A
valuations
Favorable — 76% VC funding
Follow-on Funding Dilutive terms likely increase documented (USPTO
2022)

M&A premium source: Lightbringer, “How Patents Influence Funding, Valuation, and Exit
Potential,” September 2025.
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8. The Seed Investor Opportunity

The following milestone-based funding roadmap illustrates the value creation path for seed
investors entering at the current $2.5M valuation:

Milestone Valuation Key Activities Investor Impact

Fund patent prosecution,

Seed Round $2.5M rototvoe development Entry at maximum risk /
(Now) ’ lp yp p! ’ maximum reward point
icensing preparation
Fund licensing sales team, 3-5x paper gain before
Patent Grant $8-$12M manufacturer outreach, revenue; significant de-
additional patent filings risking event

Scale operations, expand
$20M+ patent portfolio, pursue
additional licensees

Revenue validation; model
proven; 8x+ from seed entry

First Licensing
Deal

The patent grant is the single largest de-risking event on the near-term horizon, and it
carries an expected 3—5x valuation impact. Seed investors are buying at the highest-
risk, highest-reward moment—positioned for meaningful paper gains at the next
valuation milestone before a single licensing deal closes.

9. Important Considerations & Risk Factors

While the empirical evidence strongly supports a significant post-patent valuation premium,
investors should consider the following:

» Patent scope uncertainty: The final claims granted by the USPTO may be narrower
than the claims filed. Narrower claims reduce the defensive moat and could lower the
valuation toward the conservative end of our range.

* Time to grant: USPTO examination typically takes 2—3 years. The Farre-Mensa study
found that each year of delay reduces employment growth by 21% and sales growth by
28%. Caffevolve™ is evaluating the USPTO Track One prioritized examination program
to accelerate the timeline.

* Licensing execution risk: A granted patent creates the legal basis for licensing but
does not guarantee licensing agreements. The transition from patent to revenue requires
successful manufacturer engagement.

* Single-patent concentration: The current valuation is substantially dependent on one
core patent. Additional filings covering the additive dispensing system, user profiling
algorithms, and related methods would strengthen the portfolio and reduce concentration
risk.
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Pre-revenue status: All valuations are forward-looking and based on projected licensing
revenue. No revenue has been generated to date.
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