SOURCING CAPITAL FOR YOUR BUSINESS 
All companies require financing or ‘capital’. If you are a privately-held smaller or medium sized company, the ability to raise capital can be more challenging than for larger, publicly-held companies who may have a variety of options to raise capital, including selling stock in the public market.
For business owners who cannot sell stock in the public market or do not have a firm understanding of financing options, the process of sourcing capital can be confusing or frustrating.  A few of the most common misconceptions about business financing revolve around a lack of understanding about the variety and types of capital, the capital options which are viable at different stages of the business lifecycle, and how to utilize leverage when looking for capital. Many business owners do not understand the key differences between equity and debt, venture capital, private equity, angel investor, hedge funds, family and friends round, or a Private Placement Memorandum (PPM). Thus, they waste time pursuing sources that do not result in a positive outcome. 
Some of the frequently asked questions by individuals looking for capital include: Where do we find investors for our business? Do we need a PPM or just a well-written business plan? Does the type of legal structure we have make a difference in the type of capital we can raise? Should we try to do a reverse merger so we can sell stock and raise money? Do we need to give up more than 50% equity in our company? How do we maintain control of our business? 
Other questions revolve around ‘what is the best source of capital?’ if you are looking at a variety of sources or are fortunate enough to have several sources who want to provide capital. Many business owners do not understand that all money is not equal and the various offers should be carefully evaluated in light of the business mission, long-term goals of the company, and anticipated exit strategy. 
Since all capital sources require a review of company information before they make a decision to proceed, Teray Stephens of Invision Group created The Capital Sourcing Process™ (TCSP) to provide business owners with an understanding of the requisite elements to raise capital. TCSP is a 5 step process, designed to help business owners understand the ‘mission critical’ activities involved in sourcing and raising capital, regardless of the type of capital sources you are speaking with. A brief explanation of each activity is outlined below. 
Strategic Planning 

In today’s competitive economy, capital sources are looking for companies who have a clearly defined strategy and plan.  Front-end strategic planning is viewed as a critical factor in the success of a business by most capital sources. As Sun Tzu a Chinese General said “Strategy without tactics is the slowest route to victory, but tactics without strategy is the noise before defeat”. 
The Executive Summary 
Capital sources request and review written information about a company before they make a decision to proceed. Their decision is dependent on their evaluation that the project has achieved ‘critical mass’ and is ready for a capital infusion. Capital sources respond positively when the initial documentation provided includes an easy-to-understand Executive Summary or Business Outline that includes among other items an overview of the business or project, business and revenue model, financial projections and use of proceeds. 
Capital Raising Package 
Once the capital source has decided to move forward, they review items which are known as the capital raising package. The package includes either a PPM or a comprehensive business plan with detailed information on the company, a proven business and revenue model, products and services, marketing and sales, benchmarks and timelines, competitive landscape, the ‘going forward’ plan, biographies of key team members and associates, full financials and use of proceeds. The package will also include legal documentation on the company, copies of all significant information (contracts, agreements, market research, tax returns, etc,) and an overview of the opportunity for those who wish to provide capital. 
Diligence Review
A positive step in the capital raising process is when the capital source wants to proceed with ‘diligence’. Diligence includes an in-depth review of all of the items included in the PPM or Capital Raising Package, plus any other information the capital source requests. Diligence is normally conducted by the legal, accounting and finance team from the capital source 
Closing Capital Sources 
The last step in the process includes meetings and negotiations between decision makers from the capital source and the company. Normally the source will present a term sheet which is the starting point for negotiations, and hopefully will result in a positive outcome for the company. 
If you would like more information on The Capital Sourcing Process™ or the services that Invision Group offers, please call 310.943.7104 or email info@invisiongroup.com for a prompt reply. 
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