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Thesis Summary 
 

Kneat is a rare opportunity to own a high-growth, high-quality life sciences software company with a clear lead 

in a greenfield market.  It is run by a strong founding team which is building a moat in an attractive compliance 

niche.  Kneat is still a small, early-stage company today, but it has a long runway in its current end-market, a 

reasonable expectation of capturing a large proportion of its TAM and attractive adjacencies to explore in the 

years to come.  Owners would clearly prefer to see a stronger balance sheet in light of the current cash burn 

and capital markets.  While there is a reasonable likelihood Kneat will need additional equity capital, the risks 

associated with that fact seem acceptable.  Shares trade at a reasonable valuation relative to the probability of 

a large, high-quality outcome.  A double in three or four years is a reasonable prospect and an eventual upside 

of several times appears possible. 
   

 
 

Business Overview 
 

Kneat is a global enterprise software provider that sells a Validation Lifecyle Platform (“VLP”) to customers 

primarily in the life sciences industries.  Its largest customers are pharmaceutical companies with a commercial 

product, though validation requirements span companies in medical devices, earlier-stage life science 

companies, the ecosystem of service providers to these industries and companies outside of life sciences with 

a strong focus on Good Manufacturing Practice (“GMP”) like food and beverage.   
 

Kneat is demonstrating early traction which suggest it could be a large, high-quality business in time: 
 

▪ In 2022, the company had Master Service Agreements with 8 of the top 10 global life science 

companies and recent commentary notes that “most” of the top 20 pharmaceutical companies are 

using Kneat.   
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▪ It last reported $31.4 million of total ARR, growing 74% year-over-year.  ARR growth in 2024 and 2025 

is likely to be in the mid-to-upper 30s.   

 

▪ Many of the company’s customers are in the early stages of adopting the platform across their global 

footprints, as the 245% and 158% net revenue retention figures in 2021 and 2022 suggest.  At the end 

of 2021, Kneat believed the ARR potential in its 48 contracted customers exceeded $50 million (vs. the 

then $13.1 million ARR).  It hasn’t updated that figure since, but the customer base has grown more 

than 50%.   

  

▪ Contract values are already high and growing.  The company’s top 10 customers in 2022 produced $1.3 

million of revenue on average, up from $1.0 million in 2021.  This has grown further to an estimated 

$1.88 million on an annualized basis in Q3 2023.     

 

▪ Kneat’s product is already extremely sticky, as its 100% customer retention each of the last two years 

suggests.  It does sell on multi-year contracts and has had few renewals, but these 100% retention 

figures remain noteworthy.  The attributes of the product further suggest high gross customer 

retention should endure in the decade to come.   

 

Product Detail 

 

What is Validation? 

 

Validation is an FDA (or international equivalent) regulatorily required control process to assure that products 

are consistently safe.  Validation requires that companies design, test and confirm that production processes 

and other relevant activities consistently work to produce expected results.  Validation is an expansive set of 

requirements and a large pocket of spend for life science companies – estimated at 15-20% or more of the 

entire cost of a manufacturing project and a similarly large percentage of IT projects.  Validation is required for 

activities that make immediate intuitive sense, like systems and devices that directly produce pharmaceutical 

product, but also for a wide variety of other business functions like facilities operations (water and HVAC) and 

computer systems.  Validation even requires one to have a validation process that is validated!   

 

Kneat shows the roughly 12 validation functions of a commercial pharmaceutical company in the chart below.     

 

 
 

Validation requires substantial document creation, controls and testing.  It is a cross-functional activity, though 

pharmaceutical companies have validation-specific roles, usually within their quality organization.  It is a 

domain that requires deep expertise and there is an entire validation services industry.  Validation is a function 

audited by the FDA and so audit readiness is a core component of any VLP.  Data, documentation and 

auditability must be kept in good standing for very long periods, usually through the life of the product (20 

years or more) plus an additional several years.   

 



 

 

Historically, validation was a paper process and only in the last few years has it begun transitioning to a 

digitally-managed process, thanks to companies like Kneat.  The industry often refers to this as “paperless 

validation” or “digital validation”.  Validation is not a prescriptive set of procedures set by the FDA but a set of 

guidelines interpreted by industry.  The guidelines have evolved over the years and current relevant topic 

areas include computer software assurance (versus validation), risk-based validation and Validation 4.0.   

 

Validation-specific roles require deep expertise.  Job postings can consistently be found at major pharma 

companies requiring or preferring expertise in validation platforms – often naming Kneat specifically in those 

postings alongside companies like Veeva and Sparta.  Resumes can be found online quoting digital validation 

platform expertise – again including Kneat by name.   

 

Product Detail 

 

Kneat GX, the company’s namesake product is an industry and function-specific document management and 

testing platform.  It forms the foundation for a company’s strategy to safely and consistently manage the 

production of products that can have life or death consequences.   

 

Companies can customize Kneat, defining their workflows on the platform to suit their needs.   

 

Specific functions of the platform include: 

 

▪ General Workspace 

▪ Template Building & Document Generation 

▪ Document Reviews and Approvals 

▪ Test Execution 

▪ Logbook Management 

▪ Reporting, Audit and Handover 

▪ Document and Drawing Management

 



 

 

Pharma Tech Stack 

 

Validation, whether one considers it a quality or compliance or regulatory 

activity, falls within (what this author calls) the “production tech stack” of a life 

sciences company.  Several of these areas are relatively mature, even if a new 

SaaS era has begun.  Validation is one of many primarily paper-oriented 

processes that are beginning to digitize or emerge as new categories. 

 

Gartner produces a hype cycle for “Manufacturing, Quality and Supply Chain” 

which is shown below.  Here Gartner include all lab activities.  In 2023, digital 

validation was seen in the report as a “High” impact opportunity that would see 

mainstream adoption in the 5 to 10-year timeframe.  

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Industry participants sometimes group validation into the QMS suite as shown below: 
 

 



 

 

Management, History and Culture 

 

 
 

Kneat was co-founded by a trio with a collectively strong industry background.  Eddie, Brian and Kevin founded 

Kneat in Ireland in 2006.  Eddie and Kevin came from mega-pharma operations backgrounds at Pfizer, while 

Brian had owned a software consultancy and development agency where he had experience in building 

pharma applications.  Prior to his seven years at Pfizer as a manufacturing project engineer and manager, 

Eddie spent three years at Novartis as a commission and qualification engineer.  Initially the founding journey 

was a slow one, as it wasn’t until in 2014 that the current foundational product, Kneat Gx, was released into 

the marketplace.  And it wasn’t until 2018 that the company crossed $1 mm in revenue and began to move 

beyond its services foundation.       

 

Kneat’s first big break was in 2015 when Biogen became a customer.  More than 18 months later, the company 

began to finally pay for the product and agreed to a public case study.  This was a big win for a company with 

little capital and less than $1 mm of revenue.  In 2016, Kneat went public in a reverse merger in Canada, 

accessing what it deemed to be the lowest cost of capital available to it at the time.  By 2017, the company had 

completed work on its SaaS offering and began announcing many other Tier 1 client wins.  The team’s strategy, 

challenging as it may have been, of targeting first the largest pharma companies (which in addition to their size 

can influence the ecosystem around them) was ultimately proved prescient.   

 

Despite a slow start and a large recent investment in product 

(averaging nearly 130% of ARR each of the last three years), the 

team has managed to effectively deploy capital against a large 

opportunity.  On an estimated $64 million of total equity capital, 

ARR is now $31.4 million.  For an enterprise product in a vertical 

that demands you win a large number of big customers to build a 

big business, this appears more than respectable.   

 

Kneat is rated 4.4 stars on Glassdoor (on a small sample), with 

100% approving of the CEO and 91% recommend to a friend.  For 

reference, Veeva is rated 3.9 stars, with 87% approving of the CEO 

and 71% recommending to a friend.   

 

Relative to software peers, Kneat is judicious with share grants.  On 

a net basis, options, RSUs and DSUs awards have collectively averaged 1.7% of the prior year outstanding 

shares.  The company’s proxy makes specific reference to its share “burn rate,” suggesting the company takes 

seriously its management of the denominator.  



 

 

In addition to a small number of personally held shares, the founders’ control 

Beek Investments which owns 17.4% of Kneat – a stake worth $40.6 mm at 

$3.00 per share.  It is believed that the three co-founders roughly own 1/3 each 

of that entity.  Since 2018, the founding team has sold only an inconsequential 

number of shares on two occasions.  Each of the three founders earned roughly 

$300,000 (CAD) in cash compensation in 2022.  The team is clearly well-

incentivized to drive shareholder value.   

 

Two board members, Wade Dawe and Ian Ainsworth collectively own or 

control a further 9.7% of the shares.  Ian is the Chairman of Extreme Venture 

Partners and Wade runs Brigus Capital.  Both have actively bought shares in 

recent years, collectively buying 3.5 million shares since 2018 – both on the 

open market and in Kneat’s financings.   

 

Owners’ interest in Kneat are well-served by a proven, no-nonsense founding team with strong and relevant 

experience.  The team is well-incentivized and careful with equity capital.  Eddie would not strike observers as 

a grandiose visionary, but rather a practical CEO focused first on winning the validation opportunity before 

exploring other opportunities.  The biggest critique one might level against the team is the decision in recent 

months to use debt capital to support its cash needs instead of equity.  It is a big bet on the next couple of 

years – particularly one on the insight the company has to cash flows – and one that on the outside looks 

aggressive given current capital markets, the size of the company and the early-stage nature of its business.   

 

Market Landscape 
 

 
 

Details on direct competition: 
 

 



 

 

Kneat is the clear leader in the validation niche.   

 

▪ ValGenesis, founded in 2005 in India, is the most comparable and relevant direct competitor.  Kneat 

sees it most often if there is a competitive tender, though Kneat has taken at least one early major 

pharma customer from ValGenesis.  ValGenesis has almost twice the employees as Kneat and last 

raised money in 2021, securing $21 million from Morgan Stanley Expansion Capital.  Now operating 

globally with a US presence, ValGenesis wins most often when it comes strictly to price (typically at 

smaller customers) and in India where there is a large pharma manufacturing base.  As the revenue 

figures below show, Kneat has quickly surpassed ValGenesis in recent years and is now perhaps 3x the 

size (or more) in revenue.  Financials show that ValGenesis is run at a small loss – suggesting it hasn’t 

acted aggressively in the year after the cap raise.  2023 figures are not yet available for ValGenesis. 

 

 
 

▪ Sware is a US-based, Series A company funded by Insight Partners.  It is worth keeping a close eye on 

and specializes in Computer System Validation, one of the key sub-verticals within validation.  Not 

surprisingly given the VC funding cycle, Sware’s employee base is down year-over-year.  

 

▪ Five Validation is a Brazilian-based company that appears focused primarily on the LatAm market.   

 

▪ Veeva should always be respected.  In 2021 it announced a validation product.  That launch was 

considerably delayed and is only now in the market with demos.  Early indications suggest the product 

is lacking relative to Kneat, as might be expected.  Given the large number of major customers won by 

Kneat in recent years, Veeva may have gotten to market too late with an inferior product.  After 

discussing validation in many conference calls and two prior investor days, validation specifically was 

not discussed at the 2023 Veeva investor day.  Veeva may be more focused on converting its base of 

customers to its own CRM platform (from Salesforce) and on attacking IQVIA’s stronghold.   

 

▪ MasterControl is a highly respected private life sciences software company in the US.  The quality and 

operations focused business recently raised a $150 million Series A at a $1.3 billion valuation!  It 

privately grew to $100 mm of ARR without VC funding, suggesting a strong, well-run business that 

needs a good case study.  Its product offerings are already quite broad and span both quality and 

operations – two areas immediately surrounding validation.  It doesn’t seem the company has a full-

fledged validation offering, though the company does discuss some validation features on its website.   



 

 

The outsourced validation service market is also relevant to Kneat.  While some service providers have tried to 

launch their own products, most appear to be adopting the leading platforms that are most relevant to their 

client base.  Validation outsourcing is important to life sciences as expertise is not widespread and validation 

needs for companies can ebb and flow based on internal production projects.   

 

Just as Kneat will seek to expand beyond its core validation product in time, other software suppliers to the 

industry (like Sparta, Apprentice or QbD) will or are doing the same.  There are reputable early-to-mid stage 

SaaS providers in the production tech stack with strong funding that could theoretically start to step on Kneat’s 

toes, or, more probably, attempt to capture some of the incremental opportunities Kneat might explore. 
 

Moat 
 

Kneat’s moat is already fairly strong for the size and stage of the business.  It is growing wider and deeper.   
 

▪ Switching Costs – There are multiple and material switching costs, the most important of which is the 

requirement to maintain validation data and auditability beyond the life of a manufactured product – 

which can exceed twenty years.  This is highly consequential data and it isn’t worth the risk of losing or 

impairing the quality of in a change of software providers.  Some of Kneat’s biggest customers will be 

upwards of $5 million in annual spend when fully deployed.  A failed FDA audit, data integrity issues or 

safety incident investigations hampered by validation control issues is likely to have far higher actual 

financial and reputational damages.  Products have been banned from the market, companies have 

faced large fines in the millions of dollars and there have even been bankruptcies.  Inefficiencies during 

an internal audit can also be costly.  Adding to switching costs is the fact that Kneat’s customers are 

also in the process of rolling the platform out to a number of processes and manufacturing sites across 

the globe.  Changing a major company-wide system in life sciences is costly – on training time, time to 

implement and restructuring a company’s large number of processes on a new platform.  Major core 

platforms in life sciences often stay in place for well more than a decade and, unprompted, customers 

compare a VLP to an SAP implementation.  Finally, Kneat is becoming increasingly integrated into 

other major life sciences systems, deepening the pain of a major change. 
 

▪ Network Effects – Network effects are only just starting to emerge at Kneat, but could be material in 

time.  Like the construction industry (Procore), the life science industry involves a variety of 

participants working together to deliver projects and products.  In Kneat’s case, this means contract 

manufacturers, engineering and design firms, logistics companies, outside validation consultancy firms 

and software providers.  The big companies at the center of that ecosystem are the life sciences 

companies themselves.  There is a large center of gravity around them.  Validation in many instances is 

about what outside suppliers and service providers are doing that may impact a product produced and 

sold by a life science company.  It makes intuitive sense that companies at the center of that 

ecosystem should collaborate on the same platform.  Even today life science companies are already 

duplicating validation work done by service providers. 
 

▪ Cornered Resource – Winning a large share of the biggest companies in the world is important in the 

life science vertical.  To build a big business with appropriate economics – one that can deploy the 

requisite R&D dollars to advance the market – a company must win a large share of the top 50 or 100 

companies.  Kneat appears to be on its way to such a strong position in the customers that matter 

most.  And that revenue and customer insight (the “resources” in this expanded view of the power), 

will be unavailable for others to secure as the foundation for the necessary R&D to power relevant, 

alternative validation solutions.  In a more rational VC landscape, this is even more true. 



 

 

o Veeva is a good reference case.  In 2016, Veeva noted that there were roughly 500 commercial 

life sciences companies.  At the time, it counted 238 of those as CRM customers and 45 were 

seven and eight figures.  It targeted 288 total customers by 2020.  Using reasonable estimates 

and the disclosures at the time, revenue from those 7 and 8-figure customers may have been 

as high as two-thirds of the total.  While Veeva didn’t take 100% of the life science CRM 

market, it wouldn’t seem rationale to compete against them for anything other than unique 

use cases, customer types or geographies [even if a chastened Salesforce might be trying!]. 

 

▪ Scale – Kneat is already at least 3x bigger than its next closest competitor, and likely growing that lead.  

As its customers build out their processes on Kneat, this should continue.  Trying to compete against 

Kneat will be tough given the per customer innovation cost that would be required.   

 

▪ Brand – While small, Kneat is quickly becoming a brand in the validation space.  Validation is an 

esoteric, highly specific professional domain where Kneat is ahead as a thought leader.  Many job 

postings and resumes refer to Kneat specifically by name.   

 

TAM and Market Potential 

 

Kneat’s estimated TAM is large relative to its current size and the potential ARR within its already installed 

base is high.   

 

In the past, Kneat estimated a $600 million validation TAM, which was comprised of validation tools for 

pharmaceutical and medical device companies in the US and Europe only.  In 2023, it updated its TAM 

estimate to $2 billion, including all validation use cases across the entire globe and across the entire life 

science ecosystem.  The changes imply a large perceived TAM in the ecosystem surrounding life science 

companies – including services, logistics, engineering, etc.  Kneat further estimated a $7 billion TAM including 

adjacent-to-validation quality solutions.   

 

 

 
 

 

 



 

 

Kneat’s management team no longer speaks in these terms or discloses user counts, but the $600 million TAM 

analysis appears to include the unit-based figures shown in the chart below.   

 

 
 

To judge the reasonableness of the original $600 million TAM estimate and its constituent components, one 

can look to the FDA which maintains a catalogue of approved pharmaceutical manufacturing sites (global sites 

that produce product for the US market).  In the most recent report, it counted approximately 4,800 sites 

around the world, including 3,050 sites in North America and Europe (more than 2,000 in the US alone).  The 

FDA figures include “No Application” sites (OTC, homeopathic and unapproved products) which constitute 40% 

of the total.  These sites often do require producers to follow GMP practices, but these are a different class of 

producers and products.  Given this FDA pharmaceutical catalogue excludes sites producing product for 

markets outside the US and, by definition, medical device manufacturing, the 4,000 figure Kneat used for the 

$600 million TAM estimate seems broadly within reason.   

 

The 30 licenses per site was based on early Kneat experience, and would imply approximately 120,000 

potential users in North America and Europe.  It is unclear whether this user base would include the important 

CSV process.  As a frame of reference, Sparta Systems (the global dominate leader in QMS for life sciences) 

disclosed “over 650,000 users” in 2014 and “more than 1 million users” in 2017.  Validation is likely to have a 

smaller but broad base of users, including the quality organization, engineering organization and production.  

While far from definitive, the large Sparta user base appears to provide some modest additional outside 

support to the implied potential user base Kneat estimated in its original $600 million TAM.   

  

Looking beyond Kneat’s disclosures, in Veeva’s 2023 Investor Day it disclosed the below top-down update to 

its life sciences software TAM analysis.  It estimates the global life sciences markets at $2 trillion (growing at 

6%) and a 1% software penetration (likely to grow) – leading to a $20 billion current software opportunity.  

Veeva further estimates Quality at approximately a $4 billion TAM.   

 

 



 

 

 

While TAM analyses are naturally fraught with trouble and imprecision, Kneat has also occasionally disclosed 

an ARR estimate stemming from the roll-out of the Kneat platform to its existing customers across their sites 

and validation use cases.  At the end of 2021, that figure was $50 million or more than $1 million per customer 

across the 48 customers it had at the time.  Since then, the customer count has grown to at least 78.  With Top 

10 customers now run-rating at an average of $1.88 million of revenue, it seems a reasonable estimate of the 

ARR in the current installed base might be $75 million or more.  Kneat intends to officially update that figure 

with Q4 2023 results.   
 

Financials and Relevant Considerations 
 

▪ Software revenue has grown nearly 100x since 2017 (ARR has only recently been disclosed).  Before 

2017, Kneat was mostly an inconsistent services business with sporadic license revenue.  During the 

last few years Kneat transitioned to a nearly 100% SaaS subscriptions.  SaaS ARR grew 74% year-over-

year in Q3 2023.  As with many enterprise businesses, Q4 ARR additions are expected to be material – 

in Q4 2023 added ARR was 50% of the total for the year.  Kneat is likely to end 2023 with 

approximately $36 million of ARR and $4 mm of run-rate services revenue.   

 

 
 

▪ Customer growth continues to be impressive.  While total customer count is not disclosed quarterly, 

named customers (large and strategically relevant) in 2023 have already exceeded each of the last 4 

years.  A full accounting of announced customers is in the Appendix.  On recent calls, management has 

indicated a continued strong pipeline of new material customers.   
 

 
 

▪ Kneat’s enterprise customers commit to large contract values reflective of a core system of operation 

and record.  These are considered deployments expected to grow with time and remain in place for 

many years.  Customer alignment with Kneat’s product roadmap, level of ongoing investment and 

financial stability are all important considerations.  Using Kneat’s disclosures, one can see in the chart 

below that customer spend is high and growing.  The average Top 10 customer is currently spending 

$1.88 million per year annualized – and that figure is still growing at a high rate.  There is at least one 



 

 

customer spending more than $3.2 million per year.  While we don’t have specific customer spend or 

cohort data, the extremely high net retention and quickly growing large contract values combine to 

support management’s contention that there is a large incremental ARR opportunity in the already 

existing base.  It would also seem the industry’s large customers have spoken when it comes to picking 

the enterprise winner in the space.   

 

 

 

 

 

 

 
 

▪ Kneat’s cash burn is high, but likely to inflect substantially in 2024.  On a run-rate basis, Kneat is 

burning approximately $21 million which is 63% of revenue.  Given the burn and management’s 

decision to support it with a recent credit facility, the balance sheet is far from pristine.  It wouldn’t be 

unreasonable to expect an equity offering in the next 18 months.  Kneat currently has $2.4 million in 

net financial debt.  By the end of 2024, the company is likely to report $10 million or more of net debt 

– while still in a position of expecting further burn in 2025.  Even these estimates (among other 

assumptions), would require keeping total operating expense growth to a few percent in 2024.  The 

company has not guided to 2024 expectations, but LinkedIn employment trends show a flat employee 

count the last six months and total operating expenses are no longer growing quarter-over-quarter.  

Kneat’s 261 total employees at the end of 2022 resulted in an ARR per employee was still less than 

$100,000 (CAD), far below potential.  Recent LinkedIn trends suggest that after a major incremental 

investment in 2022, Kneat has already begun a leveraging phase, with a flat employee count the last 6 

months.  Expected ARR per employee at the end of 2024 of $166,000 (CAD and assuming no employee 

growth) would suggest it has enough employees for the size of the business in 12 or even 24 months.  

For reference, Veeva reached $362,000 (USD) of revenue per employee in 2014 at $200 million of 

revenue (30% of which was services – a much higher percentage than Kneat).   
 

▪ Important context is needed when considering Kneat’s current high cash burn.  Kneat is spending a 

large sum building its platform.  The last 12 months, nearly 80% of total revenues have been spent on 

product (expensed R&D less amortization plus capitalized intangibles).  Such a figure speaks to the 

“quality” of the company’s current burn – particularly when combined with attractive sales efficiency.  

The absolute product investment is multiples of the ValGenesis revenue and is a line item which 

should leverage meaningfully the next two years.   
 

 



 

 

▪ Sales efficiency has been strong for Kneat in the early days, even if one recognizes Kneat only began 

building a traditional enterprise sales function in 2022.  Early sales and marketing efforts were founder 

and product-led.  The magic number history below shows a recent 4-quarter average of 1.16x, which 

likely understates Kneat’s efficiency given a long enterprise sales cycle (approaching one year) and the 

large investment in the sales organization that began 18 months ago.  ICONIQ’s recent benchmark 

efficiency report quoted a top quartile figure of 1.2x in the $25-50 million ARR company size.   
 

As an aside, in that same report, Kneat would rank at about the median high growth rate and well-

above the net revenue retention top quartile. 
 

 
 

▪ Kneat’s partner channel is expanding – the partner and service channel network has collectively grown 

more than 50% since Q2 2022.  Partners include outsourced validation consultancies, pharma 

construction and design firms and others.  This network should allow Kneat to capture TAM associated 

with the important consultancies to pharma companies and down-market opportunities.  It is also 

permitting Kneat to become a pure play SaaS business.  Professional services are now down to 7.5% of 

revenue in Q3 2023 from 25% in Q2 2022.   

 

▪ Kneat’s margin potential is high.  Such low gross churn in an enterprise product is a strong foundation 

for margins – particularly when combined with large ACVs and a strong emerging moat.  Life science 

software is also a vertical where strong margins are possible.  There are few great public comparables, 

but Veeva on an LTM-basis produced an 18% GAAP EBIT margin (down from a peak of 27%).  Kneat 

already has less service revenue than Veeva.  IQVIA produced a 13% GAAP EBIT on an LTM basis and 

Instem’s peak EBIT was 13.4%.  When OpenText acquired Documentum in 2016 (an enterprise 

document management system with significant vertical market focus, including life sciences) it noted 

that Documentum would be aligned with its operating model within 18 months and that its 34-38% 

adjusted operating margin target was “strengthened” by the acquisition.  Ideagen, a QMS system with 

some pharma exposure, produced a peak EBITDA margin of 17% in FY 2020.     

 

 

 

 

 

 

 

 



 

 

Valuation and Return Potential  

 

Growth Logic, Projection and Outcome Notes 

 

▪ Kneat is the category winner in validation and is able to produce margins associated with a strong 

moat.  The $222 mm revenue imputes a 30% share of a $600 million TAM and a much smaller share of 

the incremental $1.4 billion TAM Kneat estimated from global validation and supply chain related 

spend.  This latter category of customers is referred to as “Ecosystem Customers.”  

 

▪ Kneat has no success (or failure) in other product categories. 

 

▪ Projections include a cap raise in 2024. 

 

▪ There are relatively few precedent transactions in the public markets or by public companies, though a 

selection is included in the appendix.  The most relevant transaction is the Sparta Systems acquisition 

by Honeywell at the end of 2020.  Honeywell paid $1.3 billion for a revenue base estimated at more 

than $150 million – a 7.5x multiple, assuming $175 million in revenue.  The $1.3 billion appears 

supportive of a billion dollar plus outcome being possible in a similar life science product category.   

 

Valuation and Return Summary 

 

 



 

 

Act II Possibilities 

 

Kneat is already observing customers utilizing the platform for paper-intensive compliance and quality needs 

outside validation.  While there is so much to do in validation, these early signals and the logic behind them 

and others suggest that Kneat has strong Act II potential.  Below are several Act II potential domains sorted by 

Kneat’s potential right to win.   

 

▪ Validation outside life sciences is a natural extension for Kneat, even if less lucrative.  Kneat has 

already at least one large disclosed consumer goods company using the platform.  Food and beverage, 

chemicals and other industries that follow good manufacturing practice use validation procedures to 

maintain quality.  Kneat is not yet actively devoting material resources to the non-life science market.     

 

▪ Tech Transfer is one activity that is already being demonstrated as a use case on the platform by 

customers.  Tech Transfer involves the hand-over of manufacturing processes, professional expertise 

and documentation either internally in an organization (from development to commercialization or 

after an acquisition) or between organizations (from a pharma company to a CDMO as one example).  

Industry sources suggest this is another large pocket of spend – one that doesn’t appear to have any 

emerging product leadership or notable start-ups. 

 

▪ Capital project delivery is the critical project management workflows required as pharmaceutical 

manufacturers design, construct and validate facilities and production processes.  Validation is a 

critical piece of new projects and could allow Kneat to move upstream in the process.   

 

▪ Electronic Batch Records (“EBR”) are a more mature product area that Kneat sees as still having 

potential.  At the company’s recent ‘Validate’ user conference, equity analysts noted some discussion 

of the building blocks for an EBR offering.  This would bring Kneat more into competition with 

companies like MasterControl and the Manufacturing Execution Systems (“MES”) providers.   

 

▪ Quality by Design (“QbD”) or Product Lifecycle Management (“PLM”) are emerging considerations in 

pharmaceutical production and stem from recent FDA commentary.  QbD involves a wholistic 

approach to quality management across the entire lifecycle of a product, from design to production.  

In addition to documentation requirements, it involves using earlier-stage data analytics to control 

downstream production tolerances of a pharma product.  There are companies beginning to make 

progress in this domain and it may not be the most obvious expansion of Kneat’s platform, but 

validation would seem to be a necessary ingredient as this emerging piece of the tech stack develops.   

 

▪ Using the critical validation position to build a complete SaaS Quality Management System (“QMS”) 

could be a long-term opportunity.  While Sparta and Veeva compete in this space, Kneat does see an 

opportunity to first enter and better serve the mid-market QMS space.   

 

Risks 

 

▪ Kneat has chosen to avoid dilution in recent months and raised debt capital.  It just entered a net debt 

position (ignoring leases).  If it does not achieve its anticipated growth and expense management, the 

balance sheet could become an issue quickly.  Even if the company does achieve its anticipated growth 

and burn targets, the company will be losing money and in a net debt position, which could spook public 

market investors and dramatically raise the cost of additional equity capital.      



 

 

 

▪ Veeva and MasterControl, with their resources and clout in the industry, could become more of a 

threat to Kneat’s core validation product in the years to come.  Sware, with its core expertise in the 

important CSV category could become a threat.   

 

▪ Kneat may not be able to successfully extend the reach of its platform in most customers to a 

substantial portion of the 12 validation sub-functions.  It may not be able to reach the high wallet 

shares that seem possible and fully capture the ARR potential in its customer base.  Kneat’s customers 

may not proceed with full roll-outs across their entire operation as seems reasonably predictable.   

 

▪ Large portions of the company’s TAM are in geographies where Kneat is less strong.  There are large 

pharma revenue pools in China and Japan for example.  There are also large manufacturing revenue 

pools in India.  Kneat may not be able to deeply penetrate certain geographies or supply-chain 

participants in the life sciences landscape that are important to capturing a large piece of the 

incremental $1.4 billion TAM Kneat identified.   

 

▪ Validation approaches, FDA recommendations and philosophies do evolve.  Such evolutions could 

reduce demand for some of Kneat’s product suite or demand material changes to the platform.  The 

recent shift from Computer Software Validation (“CSV”) to Computer Software Assurance (“CSA”) and 

Validation 4.0 are two current examples.    Given the burden of validation, there are constant industry 

discussions about how to reduce its impact while maintaining safety and quality.   

 

▪ Kneat may not be able to build a material business outside of its validation specialty.  It may not be 

successful in pursuing an Act II.   

 
Veeva – Abbreviated Case Study 
 

Veeva has been an amazing success as a business and for investors – even investors in the IPO.  Despite ending 

day-1 trading at 14.8x forward revenue, the share price rose 4.6x in the nearly nine years through FY 2023, 

producing a 17.8% CAGR.  It ended the period at 10.2x EV/FWD Revenue.  What allowed Veeva to accomplish 

that record is a combination of the following: 

 

▪ Relatively modest share grants by industry standards.  The gross (before expired or cancelled) number 

of options granted averaged 1.1% per year relative to the prior year’s outstanding figure and the 

number of RSUs similarly averaged 0.9% per year 

 

▪ Material revenue growth of 29.8% per year on average (just about all of which was organic).  It came 

public with approximately $210 million of revenue in a large market that today it estimates at $7 

billion. 

 

▪ Strong margins and sales efficiency.  GAAP EBIT margins grew from 23.2% in the year before IPO to 

27.3% at the peak in 2022.  Non-GAAP EBIT grew from 23.7% pre-IPO to a peak of 40%.  During the 9 

years post IPO, it maintained a GAAP “Rule of 40” that averaged 53.4%.  It achieved a S&M efficiency 

of 1.36x (in year rev change / prior year S&M, which is admittedly not a precise measure).   

 

▪ High market share, high per-customer spend and low churn.  By 2016, the company’s CRM product had 

penetrated 48% of the estimated commercial life science addressable customer base.  In 2016 45 of its 



 

 

238 CRM customers were seven or eight figure customers.  At one point, Veeva noted that large 

pharma companies can spend $20-30 million in ACV for full CRM deployments.   

 

▪ Very minimal additional equity capital was raised.  In a 2014 follow-on offering it raised $23.5 million 

(vs. $194.4 million in the IPO). 

 

▪ Veeva was successful in extending its product to a full platform / suite.  It had a material Act II beyond 

the original CRM market – and successfully entered the clinical data and quality domains.    

 

Kneat Relevant Customer Metrics 

 

▪ In Q2 2016, Veeva had 198 CRM customers (at which point incremental CRM customer growth slowed 

materially) – at approximately the same time it estimated 500 total commercial life science companies 

in its addressable market.   

 

▪ Using disclosures from the 2016 Investor Day (and making reasonable assumptions), one can see how 

important the large customers are in life science software to building a large company.  One might 

reasonably estimate the top 10 customers could be 30% and the top 50 could be 67% of revenue.  

Veeva had eight 8-figure customers and thirty-seven 7-figure customers - combined those 45 

customers were critical.     

 

 
 

Here is the Veeva CFO talking about the general structure of their business at the 2023 Investor Day: 

 

 



 

 

If there was one chart to summary the impressive financial performance of Veeva through the years, the one 

below would probably be it! 

 

 

 
 

  



 

 

Appendix 
 

Kneat Major Customer Announcement History 

 

 

 
 

 

 

ICONIQ Benchmarks – August 2023 

 

 

 
 

 

 

 

 



 

 

Pharma Executive Top 50 – 2020 and 2022 Rankings 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Extended Pharma Software Production, Quality and Risk Landscape 

 

 



 

 

FDA Site Production Catalogue Summary 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Relevant Transactions 

 

 

 


