Sona Capital, Inc.

Capital and Advisory Services for Emerging Growth Companies

Definitions

Strategic Analysis Conference:  An “opening meeting” with the owner or senior management, lasting for one and a half to two hours.  During the opening meeting dozens of questions will be asked about the business.  The purpose of the meeting is to develop in-depth information about the business from the owner or senior management team.

 

Many of the questions asked are designed to identify symptoms of problems just like a doctor does when taking a patient’s history prior to a physical exam.  While the questions may seem elementary to some, the answers often reveal a great deal about the deficiencies within a business and the need for reform.

Business Assessment:  Assessing the readiness and preparedness of a company to meet with financial institutions and investors.  Through this process, we provide advice and documentation based on a company’s current operations.

Corporate Structure:  Determine what is the legal structure of the company, who are the inside directors, who are the outside directors, how is the board of directors structured, who are the key company managers, how are decisions made, how many shareholders, how does the company communicate with shareholders and investors, is the company publicly or privately owned, and are all key managers and directors in sync with the company’s business strategy? 
Company Structure: Is the company set up on a functional basis and do all employees have a clear understanding of their role in the success of the business? 

Business Plan Review:  Do you have a complete plan that details the current and future objectives, milestones, targets and strategies of the company?

Marketing Plan Review:  Does your plan discuss in precise detail your competition, pricing, products, sales strategies, advertising and PR?

Productivity: Are there established quantifiable productivity standards?  How is productivity-based performance standards measured?

Break-even Analysis: Is there a break-even analysis by product group, sales personnel or service offering?  How are break-even calculations used and how is it utilized for bidding, pricing and market strategies? 

Executive Grooming:  One-on-One advisory services structured to a company’s requirements.  Executive Grooming is ideal for any leader looking to enhance his/her skills to better manage and grow their firm.  Grooming:  A term often used to refer to the preparatory stages when selling a business as the owner gets their business in order. This includes allaying any legal, financial and intellectual property concerns

Financial Trend Analysis:  The analysis is designed to identify financial trends over past periods (often 4 years), which are impacting the client's ability to achieve their transactional goal.

Financial Review:  An extensive analysis of the company financial situation performing forecasts, projections, strategic plans, break-even analysis and valuation reviews to address each unique situation.

Cash Flow Management: Is there a system in place to forecast and manage payables and receivables to maximize current assets and increase leverage? 

Capital Time Line:  Is a review of the capital time line setting forth both the business and personal goals.  The Capital Time Line will help the owners determine why these goals have not been achieved and what barriers are standing in their way.  Very few business owners have taken the time to establish concrete written goals.  

Valuation:  The valuation of the business essentially an opinion and there may be large differences between the value perceived by potential purchasers and that perceived by the vendor. There are several formulae which are often applied by potential purchasers to the basic financial available such as the EBITDA or the P/E ratio. Other influencing factors which affect the final price may include business synergies, market fluctuations, useful assets and intellectual property. An independent valuation is often used to provide perspective and a benchmark.

Overhead: How is overhead application accounted for in the pricing matrix and what methodology is used to track and measure the implications of adding overhead costs to cash flow requirements and profitability?

Cost Controls: Are costs measured and compared to predetermined standards?  What systems of procedures are in place to control costs and quantify results?

Administration: Is there a developed percentage basis budget?  If so, how are the results tracked?  Do administrative systems and procedures meet current requirements?  If not, what are the ramifications of non-compliance?

Labor Costs: How does labor cost fluctuations affect production scheduling?  What effect does overtime have on profitability and how does this factor in the decision to add or maintain personnel?
Contracts Analysis:  Contract Acquisition Services, RFP review and response, Policy and Procedure Development, Internal Audit of procurement systems, Compliance to Federal Regulation Terms and Conditions/Flow-downs, SB/SDB or MWDBE Business Plans and reporting, Review of Commercial Terms and Conditions, Corporate Risk and Mentoring/Training programs, supplier and vendor planning.

Sales & Marketing Review:  An in-depth review a company’s sales and marketing plan, pricing model, commission structure, competitive analysis and product mix to determine the company’s ability to attract investors.  Are you able to determine margin contribution and operating profit by salesperson, product, product line and territory?  Are you getting a reasonable return on your advertising and promotion investment?  How do you qualify your return?

Operations Review:  Provides the company leadership with insights on the current system strengths and weaknesses, and provide recommendations on required improvements or needed resources. 
Operations: How often do you receive operating statements and what key information is tracked and utilized to measure productivity? 

Web Site: How does your web presence enhance marketing objectives?  What type of search engine optimization are you utilizing?  How is the success of those efforts measured? 
Exit Strategy: The planned exit of the owner from the business.  Do you have a well defined plan for exiting your company?  Have you set defined financial goals?  Are you planning to sell your company or go public to exercise your plan?

Investment Strategy:  Strategy used to allocate funds among such vehicles as stocks, bonds, cash equivalents and commodities. An investor's strategy should be based on their view of the direction of economic factors such as economic growth, interest rates and inflation. At the same time, the investor may also take into account their age, tolerance for risk, funds available for investment and future needs.

Capital Structure:  The means by which a firm is financed.  The proportion of short and long-term debt is considered when analyzing capital structure. And, when people refer to capital structure they are most likely referring to a firm's debt-to-equity ratio, which provides insight into how risky a company is. Usually a company more heavily financed by debt poses greater risk.

Funding Plan:  A comprehensive and documented plan that details how a company will strategize raising capital for his/her company.  This includes what investors to target, their qualifications, the legal documentation, capital structure and more.
Deal Structure:  The manner in which the terms and conditions of a transaction are structured. In particular, this includes the amount of consideration to be paid, the period over which this will be paid, and details of any conditions attaching to the consideration

Benchmarks:   Performance goals against which a company's success is measured. Benchmarks are often used by investors to help determine whether a company should receive additional funding or whether management should receive extra stock. 
Funding Vehicle:  The legal document which governs the management of the funding process by a corporate entity. When the funding entity is an company, the funding instrument is usually an private placement memorandum with a subscription agreement. Also called the funding instrument.
Private Placement Memorandum:  This refers to any type of offering of securities to any number of private accredited investors. It lays out all the details of an investment opportunity for the prospective client.

Investor Type:  Accredited investor, angel, private equity, investment bank or venture capital.
Term Sheet:  A summary sheet detailing the terms and conditions of an investment opportunity.  A list of the major points of the proposed financing being offered by an investor. A letter of offer to invest, subject to due diligence, which stipulates the terms and conditions the investor is proposing including price, board positions, conditions precedent, negative covenants, adverse trading, etc. Non-binding agreement setting forth the basic terms and conditions under which an investment will be made. The term sheet is a template that is used to develop more detailed legal documents. The Letter of Intent outlining the business, economic and legal terms of a possible investment from a venture capital investor. Some funds offer a term sheet early in the process and before they have decided that they want to invest. Other firms try to conduct much of their due diligence before offering a term sheet.
Due Diligence:  An investigatory process and verification exercise undertaken by professional advisors on behalf of the purchaser of a business designed to provide comfort on the soundness of the purchase, and reveal any serious legal or financial problems with the target company. Legal due diligence will concentrate on aspects of the business such as its trading and employment contracts, property title deeds and corporate form and structure, while financial due diligence examines the accountancy and tax aspects of the business, including accountancy policy, verification of the accounts, payroll and tax history.

Investor Selection Criteria:  Finding suitable capital investors is one of the biggest challenges for the entrepreneur in a company's early stage. Not all money is the same.  The criteria should be very selective and focused on finding investors who would add not only money but also value to your business.  Every entrepreneur should ask:  Are the investor's motivations in line with what we can realistically offer?  Is the investor's personality compatible with mine?  Does the investor share the same goals I have?  When the investor says they invest in "startups", how exactly do they define a "startup"?  What other firms has the investor funded in the past? How did they turn out?  How active was the investor in those firms?  Did the investor make constructive contributions?  Did the investor stick with the firms in times of trouble?  What industries does the investor have experience in?  Does the investor specialize in particular industry or type of company?  How helpful will the investor be in trying to obtain future rounds of financing?  How many of the companies in which they have invested have completed successful IPOs?  Can the investor help provide contacts for distribution channels and executive search?  Does this investor have the expertise, contacts, and reputation to attract other potential investors?  Does the investor have a portfolio of competing companies?  With whom does the investor co-invest? 

Enterprise Value:  The total value of the business determined by reference to the value of capital employed. It is calculated by adding Equity Value to Total Debt and deducting Cash.

Merger and acquisition:  The phrase mergers and acquisitions or M&A refers to the aspect of corporate finance strategy and management dealing with the merging and acquiring of different companies as well as assets. Usually mergers occur in a friendly setting where executives from the respective companies participate in a due diligence process to ensure a successful combination of all parts. Historically, though, mergers have often failed to add significantly to shareholder value

Elevator Pitch:  An executives brief explanation of his or her company's investment requirements, or an entrepreneur's exposition on their business model and how it will make the investor money, usually aimed at someone who has financial influence on the company investment strategy, and usually given while that influential person is in an environment, such as, an elevator and unable to escape the pitch or a networking event.

Investor pitch:  Is there a one-minute, five-minute and forty-five minute investor pitch prepared?  Are you prepared to make your pitch including financial projections? 10- to 25-slide presentation that tells the story of your company simply and compellingly to potential investors. A strong investor presentation should address the following topics (similar to the topical coverage in an executive summary) 
Workshops:/Seminars:  Customized workshop or seminar for an in-house event designed to improve the companies overall processes and leadership.
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