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	Strategic Projects Policy
Owner/ Department: Stratgic Projects Unit



	Overview/
Purpose
	To provide guidelines for growth through strategic projects to achieve SMSA’s long-term strategic goals and conduct detailed analysis of financial investments for optimum allocation of capital.

	Person Affected
	The team within Strategic Project Units.

	Guideline
	
· Identify investment opportunities through appropriate channels.
· Assess the opportunity and classify within two categories: Financial or strategic.
· Read and understand the IM(Investment Memorandum)/ Teaser to understand whether the opportunity aligns with the key goals (Strategic/financial) set by the company.
· The opportunity will then be screened to see if it matches the criteria for investment (Industry, Geography, Ticket Size, Future Prospects, Positive EBITDA, Ownership Structure, Green field vs. Brown field, Audited Financials)
· If the investment/target matches important criteria, next step is to proceed with signing of NDA (Non-DisclosureAgreement) to ensure confidentiality and accountability for any discrepancies.
· Gather all the relevant information (Audited Financial Statements, portfolio of services, network of the company, managements outlook)
· Perform initial internal assessment to assess the opportunity. Make detailed financial model to gather insights into the company’s revenue growth, margins, key assets, solvency, cash flows and capital expenditure.
· Forecast the financials for at least 5 years into the future to perform valuation usingalternate or mix of DCF and market multiple approach.
· Prepare detailed presentation highlighting the key findings from the above mentioned steps for investment committee approval.
· After the initial investment committee approval the next important step is to prepare the term sheet. A term sheet is a Nonbinding agreement setting forth the basic terms and conditions under which an investment will be made. It serves as a template to develop more detailed legally binding documents.
· Prepare detailed term sheet covering key aspects of valuation, percent of share sale,terms of payments, condition precedent, board rights, investor protection, and key provisions.
· Early negotiation to reach a target price for acquisition followed by signing of the non-binding offer and the memorandum of understanding.
· For any opportunity where the SMSA will consider a majority stake and the ticket size is more than $2 million , strategic project team will consider engaging a third party consultant for detailed due diligence and valuation of the target company.
· For hiring a third party consultant, the team will request multiple proposal to cover every aspect of the transaction(FDD and LDD, Tax Structuring, Closing of the Transaction) and select any one or two to cover FDD and LDD and subsequent steps till closing
· The advisors will provide the key material findings from FDD and LDD that will be further scrutinized  to assess the impact on the targets valuation
· If the finding is substantial in nature yet resolvable, the target company will be requested to indemnify any prospective obligations covering both financial and legal aspect of the same.
· Further negotiations will commence to cover the red flags highlighted in the advisory reports and adjustment/discount will be applied to the target price set forth in the term sheet/NBO.
· Key red flags raised, observations and any material findings will be presented to the board for further approval. This is a stage two approval which is directly from the board to decide on whether to move ahead with the transaction or to pull out of the transaction.
· If the board approves to progress with the transaction the next important steps includes drafting the definitive agreements viz: SPA, SHA and Non-Competition, obtaining necessary regulatory approvals, and closing the transaction. 
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