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1.      What does one look for in an investor, and why?
Additional capital is one of the aspects that many businesses are looking for.  However, when one is looking for external capital, money can be accessed at a reasonably high price. Consequently, when looking for potential investors, proprietors consider the following factors: first, if the investor has a substantial network. The network that an investor brings to the table is greatest value addition. The network opens more doors for the business. The brand name is the second factor that proprietors look for in an investor. A strong brand name grants the proprietor with instant validation to prospective consumers and partners. Third, the investor should have sufficient expertise in the sector. Sufficient experience in the sector would mean a large network and experience necessary during stressful periods (Cumming, 2005). 
2.      How can the founders prepare for the due diligence and evaluation process?
In the venture capital world, due diligence is utilized to describe what investors do in order to evaluate a possible investment opportunity (Spinelli, Adams & Timmons, 2012). It is a rigorous procedure that influences whether or not an investor will invest in a particular firm. When preparing for the due diligence and evaluation process the proprietor should ensure that the whole team is aware about the plan. The proprietor should ensure that an updated business plan and other related documents are synchronised, current and accessible by every crucial employee. Further, the proprietor should contact existing consumers and main vendors in order to review their satisfaction in regards to its products. Finally, the proprietor should ensure that the situation of human resources is stable by ensuring their resume is up to date. 
3.      Describe the venture capital investing process and its implications for fund-raising.
Venture capital investors are often very careful and choosy to select where to put their money. Venture capital organisations are generally interested in investment opportunities that offer the highest returns within the expected timeframe (Dushnitsky & Lenox, 2006). The process of venture capital funding entails five stages in the development of the company: the first process is seed financing. This is the capital offered to entrepreneurs or investors to finance the initial development of a new service or product. Seed financing may be channelled toward market research, product development, business plan development and building a management team.  This can help a venture to raise between $ 250,000 - $ 1 million (Dushnitsky & Lenox, 2006).  Second, the early stage helps to raise capital necessary for initial commercial production and sales. The formative stage which is the third process encompasses the seed stage as well as the early stage. The later stage allows the company to grow and show profitability. The final process is the balanced stage which entails all the processes from the seed stage to the later stage. 

4.      Explain the capital markets food chain and its implications for entrepreneurs and investors.
The capital market comprises of predators and prey. Predators, also known as hunters, identify market inefficiencies stalking them. They constantly rely on hypothesis testing in order to be informed about the changing market conditions. The second aspect of the capital market food chain is the gamblers who hope that the recent economic performance can extent into the future. Parasites on the other hand, believe that markets are efficient, but they charge active fees for passive management (Metrick & Yasuda, 2010).  In the capital market food chain, the power of investors and entrepreneurs is reflected both in its ability to access or create information.


5.      Why can there be such wide variations in the valuations investors and founders place on the companies?
The wide variation between valuation investors and founders often arises due to the lengthy periods of negotiations during the valuation exercise.  In addition, the interest of the investor is to put his/her money where it can yield more profits, while the founder requires capital to jumpstart the business. The differing objectives is a crucial gap between the investor and the founder. Essentially, investors analyse the viability of the venture before making an investment decision. Given the fact that venture capital is a risky activity, it is important for the investor to explore all the possible alternatives before arriving at the final investment decision (Ibrahim, 2010).
6.      Explain five prevalent methods used in valuing a company and their strengths and weaknesses, given their underlying assumptions.
There are five commonly used methods of valuation. They include comparable method, investment method, repayment method, cost method and residual method. The comparative method entails comparing similar projects in a given location in order to determine their relative value. This method is effective in open market valuation. However, the method requires the investor to independently determine the actual value of the project. The second method is the investment valuation. This involves the calculation using the outcomes from the project. This method is sensitive to growth rate, discount rate and profit margin assumptions. The next method is financial performance. It is commonly used in the acquisition of small and medium corporations. It attempts to evaluate the historical performance of the firm in order to predict the future. However, the historical data available may not provide an accurate picture regarding the historical performance of the company. The next method is the asset method. This method allows the appraiser to learn towards asset when attempting to value a company. This method entails the evaluation of assets held by a firm: both intangible and tangible. However, it is difficult to evaluate the total assets of a company. The final valuation method is the leverage buyout analysis. In this method, company’s use borrowed capital to finance the acquisition of a firm. The con to this method is that the valuation obtained comprise of very sensitive operational data including operational working capital, profit margins and growth rates (Dushnitsky & Lenox, 2006). 
7.      What are the most important questions and issues to consider in structuring a deal? Why?
When structuring a venture capital it is important to consider several questions. The first issue to consider is the interest of companies in the venture. Other capital, what else will the venture bring in terms of strategic advice, political capital, network resources and mentoring. In addition, in order to avoid costly mistakes it is crucial not to undervalue the non-monetary resources the investing company offers, or to assume that strategic and mentoring support would inevitably be accessible. Finally, it is important to understand leverage of the company. Leverage is vital source of power the during negotiation period.
8.      What security can be used for a loan, and what percentages of its value do banks typically lend?
Venture capital is a very risky type of investment. As a result, accessing venture financing hurdle is even complicated by the fact that new proprietors are frequently turned down for loans. Traditionally, it has been difficult for new businesses to access bank loans due to tough security measures (Spinelli, Adams & Timmons, 2012). However, this situation is changing as competition in the banking sector intensifies.  Consequently, new business can access loans from traditional bank. The banks allow such venture up to 70 per cent of financing depending on the viability of the venture. This enables small business to grow and hire employees thereby ensuring a steady cash flow

9.      Why do entrepreneurs in smaller companies need to be especially wary of leverage?
Leverage is a method use to multiply losses and gains. A new venture may borrow capital in order to leverage its equity. Entrepreneurs or investments engage in leveraging with the hope of increasing their return on investment (Cumming, 2005). This technique, however, has several risks. Leveraging works for small firms during the suitable economic booms when credit is accessible. Higher levels of leveraging can take a small company into difficult financial environment because it could lead to bankruptcy. Small business should be concerned about leveraging due to the fact that it could be disastrous if the venture turns sour. 
10.      What criteria do lenders use to evaluate a loan application and what can be done before and after the loan decision to facilitate a loan request?
Lenders can approve a loan requesting depending on how the entrepreneur presents his/her business and the financial requirements to the lender (Ibrahim, 2010). Before granting a loan request, lenders look at the credit history of the individual and business, cash flow projections for the enterprise, data on any available collateral, the character of the proprietor, personal and business income tax returns and financial statements (Spinelli, Adams & Timmons, 2012). Before granting a loan, lenders evaluate the financial needs of the venture and the viability of the project. Before and after the loan decision has been made, the proprietor should ensure that the business plan and the financial statements are update when seeking a loan. 
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