Foreword

Welcome to our 23rd issue
of Connect, Sanne’s regular,
technical bulletin for fund
managers, their intermediaries
and investors.

On track for recovery
Pandemic implications, not all doom or gloom
The Covid-19 pandemic has changed the way many of
us work and lead our daily lives. It also has acted as a
catalyst for change on an economic, corporate and
personal level, rapidly reshaping the way we operate.
A significant portion of professional services is working
remotely now and digital technology has gone from a
“nice to have” to “the only way work gets done”.
Like the song goes, ‘The Sun Will Come Out Tomorrow’,
while we find ourselves in temporary unpredictability,
North America has done well and played to its
strengths, which has helped drive forward successful
new business in alternatives.
In this North America special edition of Sanne Connect,
we share some thoughtful insights on a variety of
emerging trends that we hope you find useful.
While the pandemic is still ongoing, we have learned
some great lessons on how to reprioritize, do business
and connect in more meaningful ways. With possible
vaccines on the near horizon, our experts predict a
positive 2020 Q4 and 2021 Q1 with an uptick in
momentum from capital markets.

Flexibility, sticking to a plan and having robust and
documented valuation processes surface strongly
in our featured articles.

In this edition we feature:
 Aymen Mahmoud, Partner at McDermott Will & Emery
 Kathy Schumacher, Partner at McDermott Will & Emery
 John Czapla, Senior Partner and Chairman of VRC’s
Board of Directors
 Marni Pankin, Partner at Marcum LLP
 Ben Newman, Director at Sixpoint Partners
 Dimitri Korvyakov, CFO at Sandton Capital Partners
 Lionel Singh, Controller at Sandton Capital Partners
For all those who celebrated, I hope you and your families
had a special Thanksgiving. Enjoy the read.

Fred Steinberg
Managing Director,
North America - Sanne
fred.steinberg@sannegroup.com
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01.
The private debt markets
in 2020: continuing innovation
 Will we see tighter regulations and lending practices?
 Are we experiencing more flexibility during this pandemic?
 Has private credit become a predictable alternative to
syndicated loans?

Following the global financial crisis of 2008, as traditional
banks became less willing to extend credit to less creditworthy
borrowers, non-bank, private direct lenders took advantage
of this void and were able to make investments in the form
of loans bearing high rates of return.
As a result, despite falling interest rates generally,
private debt returns had been at a high point, followed
by the tightening of those returns occasioned by the
recovery of the global financial markets. Through Q2
of 2020, the novel Coronavirus brought with it some
uncertainty, with global interest rates nosediving and
private debt returns showing at least a notional
increase. While we remain to see if a pattern will
emerge, it is clear that during times of uncertainty,
the private debt markets provide access to credit where
many regulated banks will be increasingly mindful of
tighter regulation and lending practices. This is one
of the many themes being closely examined by market
participants during times of uncertainty.
Following on from unprecedented global measures
taken to contain the pandemic, there have been
immediate effects in sectors such as retail, leisure,
food distribution, travel and hospitality to name a few.
The general uncertainty around recovery makes it
difficult to restrict the impact to these sectors and so
private credit institutions have devoted significant
resource to managing, analysing and stress-testing
their existing portfolios instead of new M&A.
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This underscores a defining theme of global private
debt: patience.
As with all illiquid asset classes, private debt lacks a
secondary market to reflect immediate pricing metrics
and this is coupled with longer valuation lags at the fund
level. Whilst this may seem like a market negative, it gives
private capital the opportunity to reflect before acting, a
feature far less common than the de-risking approach
sought by traditional banks.
In times of stress, negotiations can be focused and
the absence of intricate regulatory hurdles is more
likely to result in short-term arrangements that can
provide borrowers with time to weather short or
medium-term storms.

Aymen Mahmoud
Partner at McDermott Will
& Emery
amahmoud@mwe.com
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“While we remain to see if a pattern will emerge, it is clear
that during times of uncertainty, the private debt markets
provide access to credit where many regulated banks
will be increasingly mindful of tighter regulation
and lending practices.”
Aymen Mahmoud and Kathy Schumacher

Patience may also reward private creditors by
allowing them to follow their money with attractivelyyielding liquidity, since new money deployed during
the pandemic period was typically more expensive
than that deployed pre-pandemic, often coupled with
higher up-front economics or other one-off charges
for a capital structure and underlying credit which is
considered worthy of further investment and with
which the private creditor is familiar.

Flexibility in 2020
A second key theme which remains
emergent during 2020 is that of flexibility. As banks’
appetite for risk wanes in view of a low-visibility
horizon, larger and higher credit quality sponsors have
looked to the private credit space
as a predictable alternative to the syndicated market.
Whilst these loans may be regulated by more lenderfriendly documents, sponsors wishing to transact
during a depressed market may value short-term
flexibility and predictability ahead of borrower-friendly
documentation; particularly with the ease of negotiation
with a single partner compared with a wide syndicate.

It is a long-heralded advantage of the private debt markets
that it reduces the unpredictability associated with a
best-efforts capital markets financing, but the advantage
of accessing the capital markets has typically centred on
size and generally lower pricing, offset by the risk of flex.
With private credit institutions like Ares now playing in the
billion dollar space and Golub recently financing a $2bn
deal, it is clear that the size blocker for private capital has
completely, if not almost-completely, waned. Considering
the absence of any execution risk, the private credit funds
are becoming at least a sensible dual-track, if not the key
driver of riskier syndications.

It is also not being lost on sponsors that many private
creditors are able to access a diverse pool of capital,
from low-yielding senior secured funds to ‘special
opportunities’ and similar funds. Indeed, 2020 has
shown a range of continued elasticity, from US funds
financing European add-ons to European funds
undertaking US-centric financings, and even private
credit making significant investments in discounted
secondary markets.

While recovery periods will likely remain unknown for some
time to come, there remains a lower-levered and driven
pursuit of robust assets and asset classes, including
healthcare, pharmaceutical and IT/services businesses;
businesses that are rich in income-flow, and customers,
rather than assets. This unpredictability plays to the
strengths of sophisticated private capital and will help to
drive forward the relationships forged between private credit
funds and their sponsor clients.

A third theme which can be seen in private debt
is that the direct lender oftentimes brings a different
perspective to the lender role than that of a traditional
bank lender, both in terms of the extent to which the
direct lender will “get into the weeds” of a given
borrower’s business and the extent to which it views
itself as quasi-equity.
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Institutions extending private debt will often be extensively
involved in understanding the financial modelling and
projections of a borrower. Some will request being involved
in the strategic planning for a borrower’s business and may
require board observation rights or even an actual equity
position. Some borrowers, particularly those that are
portfolio companies of private equity funds, may chafe under
this level of oversight, but this level of understanding of the
underlying business can result in the direct lender being
a real partner in the success of the borrower or in helping
a borrower emerge from a default situation.

Kathy Schumacher
Partner at McDermott Will
& Emery
klschumacher@mwe.com
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02.
How private fund valuation professionals
stayed on course during the pandemic
 What are some of the key lessons learned?
 The power of robust and documented valuation processes
 Quarter-round ups

As an independent valuation provider for close to
100 private equity and private credit funds, we had
the privilege of working from the flight deck as these
organizations adapted to the challenges the novel
Coronavirus presented to their valuation operations
and to their portfolio company bottom lines.
From that unique vantage point, it was clear that
market participants needed to be flexible to adjust
to a new reality that includes wild price swings in
secondary market equity and debt comparables
(seemingly divorced from the fundamentals),
uncertainty about the duration of Covid-19 impacts
on cashflows and the proliferation of questionable
earnings addbacks in deal forecasts.

Still, despite the imperative to be flexible, the funds that
stayed true to robust and documented valuation processes
— in other words, that followed the manual and stuck to the
flight plan — have found it easier to negotiate the turbulence.
This article explores how the pandemic played out among
private fund valuation groups and highlights the lessons
learned along the way.

John Czapla
Senior Partner and Chairman of
VRC’s Board of Directors
JCzapla@ValuationResearch.com

5

sannegroup.com

/ 02. How private fund valuation professionals stayed on course during the pandemic

Q1: Flying blind on instruments alone
The end of the first quarter was chaotic and the impact
of Covid-19 on various sectors and companies opaque.
With the emergence of Covid-19 related lockdowns late
in the quarter, valuations largely reflected material
uncertainty in company outlooks and liquidity. The
uncertainty resulted in higher secondary credit spreads
than when the quarter began and limited new issuance.
Given the lack of fundamental data, market participants
leaned heavily on public secondary markets for
directional valuation guidance, but cautiously, given
general over-volatility in public markets, notably the
credit markets which are not as liquid.

Q2: The fog begins to lift
During the second quarter, a much clearer picture
emerged, revealing market winners and losers. As
the economy slowly reopened, the labor force adopted
work-from-home arrangements and many companies
began seeing revenue growth. Most management teams
implemented successful cost-cutting measures to at
least maintain break-even levels as revenues declined.
Companies also shored up their liquidity by tapping
government funding programs, drawing on credit
revolvers, and working with financial sponsors to secure
additional equity capital. Many also worked with private
lenders to suspend or amend covenants and/or toggle
their loans to PIK pay interest when necessary.
Valuation models considered a company’s ability
to bridge to a recovery, liquidity sources, and
a scenario analysis based on various historical
and forward-looking metrics.
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Q3: A visual on the runway
Moving into the third quarter, we saw much more
information on the impact of Covid. In fact, because
funds were acutely focused on monitoring their
existing portfolios, valuation teams had better and
more detailed information than at any time in recent
memory–revenue impact from, details on cost cuts,
liquidity discussions, and 2020 and 2021 forecasts
with Covid impacts.
Portfolio companies continued working with financial
sponsors and lenders to secure additional liquidity
sources and amend credit agreements where
necessary. Many outperformed worst-case
expectations developed in Q2. This led to refined
liquidity forecasts and outlooks, giving market
participants additional comfort with expected
rebounds and ability to weather a second wave.

Secondary equity and credit markets rebounded
materially when it became evident defaults were going
to be less than expected. Importantly, the primary
markets reopened, providing valuation professionals
with important comparable reference points detached
from the vagaries of the public markets.
What also become evident was that not all industries
participated in the rebound. When peering deeper into
the data, more recession-resistant and non-Covid
impacted industries such as technology, telecomm
and healthcare, as well as larger, more diverse companies
fared much better. Impacted industries, such as travel,
leisure, restaurants and retail, and small and midcap
business rebounded from March lows, but far less so
and were still well below pre-Covid valuations. These
differences were definitely considered in individual private
company valuations.

Q4: Landing in heavy crosswinds
Clearly, entering Q4, there is positive momentum in the
capital markets. Private fund clients report robust new
deal pipelines, with expectations of much higher new
deal volumes in Q4.
However, with the possibility of a resurgence in the
virus, we will also continue monitoring rebounding
revenues and EBITDA for any reversal signs.
The financial markets’ reaction to the election results
is another potential wildcard. Many fund clients are
concerned over the more onerous democratic tax plan
and heavy handed modifications to the private fund
industry carried interest rules, an impetus for pushing
new deals through by year end.
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A post-flight debrief
While each quarter was different, we can make some
general observations about how private funds
managed the valuation challenges brought about by
the pandemic and associated economic dislocations.
 Overall, Covid-impacted companies performed
much better than expected, and the number of
defaults was less than many feared.
 Covid did not impact valuation methodologies:
funds still employ a calibrated yield analysis for
non-stressed borrowers and an enterprise
value/scenario-based approach for credits with
a going concern issue due to Covid and no signs
of improvement.
 Where funds did make changes, and appropriately
so, was in input assumptions—mainly how they
handled historical earnings data and earnings
forecasts. In the first few months of the pandemic,
fundamental financial analysis on portfolio
companies was next to impossible because most
of the available data was pre-Covid and virtually
meaningless. Instead, practitioners made
reasonable assumptions on prospective company
performance and focused more on liquidity/business
continuity and broad market and comparable
company movements as a proxy for impact on
earnings and valuations. As visibility improved
and forecasts became more supportable, the
weighting of those inputs was increased.
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 Those sitting in the cockpit were best positioned to
make decisions. One client recounted pushback from
the auditors when the valuation team declined to
mechanically apply a single March 31 price from
a loan database because doing so seemed arbitrary
when prices had been all over the map: 99 on February
28, 60 on March 30, and 89 on April 15. This client
ended up using those prices for guidance, but valuing
the credit in question on a fundamental basis.
 Post- Covid, new deals terms are more lender friendly,
with lower levels of permitted EBITDA addbacks,
however, given the uncertainty on future revenue
and earnings, now base EBITDA is called into question.
Nobody has yet dared to explicitly claim “a Covid
addback” and coin a new term, “EBITDAC,” but most
existing and new deal credit stats and covenants are
based on forward EBITDA that excludes three months
of “Covid trough.” These levels are mostly below preCovid peaks.

The value of a detailed flight plan
The dislocations as a result of the pandemic emphasized
the notion that private credit markets are not truly liquid
like the public equity or high-yield bond markets. Fund
managers should both have and follow a welldocumented valuation policy that contemplates all
contingencies. It should explicitly map out what to do
when pricing for public comparables becomes unreliable,
(or irrelevant due to forced selling or inactive trading)
or if broker-dealer quotes dry up. Contingency plans could
mean conducting a fundamental bottom-up yield (credit)
or EV waterfall analysis (equity), or handing a position off
for a third-party valuation.
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Valuation challenges for cannabis
investments in 2020
 Has the pandemic decreased marketability
 What are the limitations of the market approach?
 What does future performance look like?

Valuation of private and less liquid investments has
continually been a challenge for portfolio managers
and investors in the nascent cannabis industry.
The 2020 year-end reporting period will be no exception
with a trifecta of issues to consider.
The economic and social impact of the Covid-19
pandemic on growers, distributors and retailers
increased market volatility and fluctuations in capital
markets; and speculation in the regulatory environment
coupled with anticipated legislation due to upcoming
changes in administration have created a conundrum
for portfolio managers, investors and valuation
specialists. Re-evaluation of valuation approaches
and techniques certainly warrant consideration during
these uncertain times.

Valuation approaches: what makes
sense for cannabis investments?
Investment funds following generally accepted
accounting principles are required to value their
portfolio investments at fair value, which is the
estimated price at which an asset could be bought
or sold in a current transaction between willing
parties. It’s best practice to consider multiple
valuation approaches, and weigh the results
of the most meaningful and relevant approaches
to value a private investment.
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Limitations of the market approach
A market approach has limitations for cannabis,
as the guideline public companies may not be comparable
in size, product mix (including “plant” vs. “non-plant
touching”), and jurisdiction, and public transaction data
is limited. This is especially true this year, when transactions
are down significantly. According to Viridian Capital Advisors
Deal tracker, year-to-date public and private capital raises
are down to 224 ($2.97 billion) as of September 18, 2020,
as compared to 469 ($10.5 billion) at the same time
in 2019. Further, using prior year transactions and trailing
multiples of public companies may not be a good indicator
by which to value the subject company, as prior period
exponential growth and speculation can likely skew current
year valuations.

Marni Pankin
Partner at Marcum LLP
marni.pankin@marcumllp.com
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“The cannabis industry has witnessed many strategic
transactions over the past few years, whether to gain
entry into a specific market or to acquire a competitor;
accordingly, these transactions may not be
at arms-length and indicative of fair value.”
Marni Pankin

On the flip side, forward-looking multiples may also
pose challenges if public companies have withdrawn
earnings guidance. Also, most of the tier 2 and many
of the tier 1 cannabis companies have had negative
EBITDA, so enterprise values need to be computed
using revenue multiples, which are less comparable.
When using a market model, it is highly recommended
to perform a calibration analysis such that on the date
of an initial transaction, the fair value resulting from
that valuation technique is equal to the initial
transaction price (assuming the transaction price is at
fair value). These assumptions are then updated and
rolled-forward for subsequent measurement dates.
For venture capital and pre-revenue companies, a
recent round of financing is often used to estimate
current value. The latest round, however, can become
outdated and stale very quickly in this fluid
environment. The cannabis industry has witnessed
many strategic transactions over the past few years,
whether to gain entry into a specific market or to
acquire a competitor; accordingly, these transactions
may not be at arms-length and indicative of fair value.
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Further, if the fund did not participate in the latest round,
there are likely differing preferences when it comes to
priority of dividends, convertibility features, or warrant
exercise dates and rates. In this case, it is recommended to
utilize an option pricing model that considers the different
attributes and preferences unique to each class of stock.

Flexibility and reliability of income approach
An income approach such as a discount cash flow (DCF)
model which focuses on company fundamentals could
provide a more accurate and flexible valuation, but
projections of start-up companies with shorter operating
histories on which to judge future performance are
inherently subject to uncertainty and inaccuracies.
It’s important to understand the assumptions behind the
projections when evaluating the reliability of these valuation
inputs. Give consideration to qualitative factors that support
projected revenues, expenses, and cash flows such as:
1. processes and controls to maintain compliance
with state and local regulations;
2. supply and access to licenses for each state;
3. lease terms and enforceability of contracts; and
4. skills and experience of the operations
and management teams.
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For more mature businesses, historical results may no
longer be a good starting point of future projections if
the business has been severely affected by Covid-19.
Management needs to consider the impact of the
pandemic on the supply chain, sales, production
(considering the effect of social distancing at facilities),
and consumer behavior, and adjust the forecasted
sales growth accordingly. Evaluating the current cash
run rates is critical, considering the lack of access to
capital from strict banking laws and tightened capital
markets. Consideration should be given to size,
concentration, and credit quality of the company’s
customers, suppliers, and lenders and its ability to
raise additional capital. Companies that can negotiate
with creditors and restructure debt or pay interest in
kind will minimize cash burn and preserve working
capital. Projections should be updated for cost
reduction measures and changes to capital in-flows.

Asset approach gaining relevance
in post-pandemic environment

This uncertainty in projecting cash flows, along with
the subjectivity of discount rates inherent in cannabis
valuations, may warrant the need to consider various
probabilities pertaining to future events and scenarios.
This is especially important when dealing with
convertible instruments with an increasing risk of
default and dilutive financing. The various scenario
outcomes would be weighted based on the probability
of their occurrence. A Monte Carlo simulation where
the current value of an investment is expressed as
the sum of probable future cash flows across various
scenarios and time frames, discounted for risk and
time, is an industry-accepted modelling tool for
this purpose.

The current economic, social, and political environment has
many cannabis portfolio managers and valuation specialists
scratching their heads: How long can the portfolio company
survive with negative cash flow? Will the company be able
to raise capital or draw on credit lines to fund operations?
Will election results loosen regulation and how does that
impact growth rates? Has the pandemic decreased
marketability, warranting larger corresponding discounts?
Do public company market multiples need an additional
adjustment for the potential incremental incomparability
between the public and private markets? With stock prices
rapidly rebounding, but revenue and earnings down
significantly, multiples could be significantly higher. Private
equity cannabis firms will have a difficult choice to make in
how they utilize these inputs and which valuation techniques
are most appropriate to fairly value their investments this
upcoming reporting season.

Given the increased uncertainty of continuing as a going
concern, the asset (or cost) approach may gain more
relevance for valuing distressed portfolio investments.
This is generally the case for asset-intensive situations
in which a business is worth more under a liquidation model.
In this method, one considers the value of the tangible
assets held by the company and evaluates whether the book
value provided by management is indicative of fair value.
For instance, is the carrying value of equipment based on
historical or replacement cost? Is there obsolescence
of inventory which would reduce its valuation?

Conclusion
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04.
Considerations for new funds
raising capital during Covid-19
 Current LP perspectives on first-time fund diligence
 The new rules of LP communication
 Build a firm by thinking long-term

Throughout the recent bull-run, there was a significant
uptick in investment professionals spinning out of
established private equity managers to launch their
own firms.
In the last several months, the Covid-19 pandemic
has brought a grinding halt to the arrival of new
managers and a slowdown to private equity
fundraising in the middle market. While it is tempting
for first time managers to reflect on 2020 and
nervously look ahead to 2021, they should keep in
mind that the window to start a new firm and raise
capital is opening. In fact, we would argue that the
current market environment is an ideal one for GPs
to launch a first-time fund. There is an abundance
of LP capital available for emerging managers
and it should not be forgotten that many of today’s
most prolific businesses were founded during
downturns and volatile times.
Despite steady LP interest, the road ahead for
emerging managers is not one without obstacles.
Covid-19 has without question created a paradigm
shift in the way fundraises are conducted. While the
bar has never been higher for LPs to commit to a
first-time fund, investors still have significant interest
in unlocking access to the next best-in-class middle
market GP. The key to achieving success as a
first-time fund in today’s tricky market landscape
is in carefully managing every aspect of the capital
raising process.
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Current LP perspectives
on first-time fund diligence
The most optimistic players in the PE industry are hopeful
that once state and federal restrictions are lifted, in-house
face-to-face meetings will once again be the norm. While we
too are hopeful, Sixpoint Partners is preparing our clients for
post-quarantine, social distancing measures in the
fundraising world that may remain in place for the
foreseeable future. Even once a vaccine is widely distributed,
it’s probable investors will still prefer a virtual level of
engagement and therefore comfort when evaluating GPs.
It remains to be seen when and how the industry fully shifts
back to in-person LP diligence, if at all. Private equity
fundraising timelines and by extension, LP diligence
processes have been fundamentally altered.

Ben Newman
Director at Sixpoint Partners
bnewman@sixpointpartners.com
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“Finding compelling and efficient ways to communicate
your firm’s investment strategy is essential in the nascent
world of virtual diligence.”
Ben Newman

LPs are beginning to make commitments to sponsors
they may have only met virtually, even to emerging
managers. Those best-in-class first time funds have
five common attributes:
1. a convincing and differentiated investment strategy,
2. an attributable track record with strong
performance and realizations,
3. a proven and repeatable investment process,
4. multiple partners with a history working
together and
5. a long list of reputable references.
It is essential for new managers looking to raise a fund
during Covid tick off most of these boxes otherwise
LPs will simply move to the next fund in line.
Many emerging managers who feel like they have
significant work to do would be wise to consider
investing deal-by-deal to start. This is a great way to
demonstrate that the newly created firm’s sourcing
and investment strategy is executable.
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Further, emerging managers can establish co-invest
relationships with primary-oriented LPs that can support
them in a future fund offering.

The new rules of LP communication
Finding compelling and efficient ways to communicate your
firm’s investment strategy is essential in the nascent world
of virtual diligence. LPs are being inundated with slide decks,
so try something unique. One tactic many GPs are having
success with is producing a brief feature video about their
firm. This video format brings a personal feel to what is now
a completely virtual process. The film can be distributed
through the data room, email or posted to the firm website.
Even more important than introducing your firm creatively is
maintaining LP attention with tailored follow-up pieces.
Sticking to a 30-minute call ensures that LP attention does
not exhaust and allows GPs to focus on a sole topic.
This can be accomplished by utilizing a more concise
presentation that takes LPs on a deep dive into a subsector
or a look into a specific value creation process. Make sure
that the content always ties back to the investment
strategy’s differentiation from that of its peers.
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Finally, emerging managers should not completely
write off the possibility of meeting in-person, even
in colder months. GPs that offer this up to LPs in
a Covid-friendly way will check the “meet-in-person”
box so many LPs covet as part of their diligence
process. Before offering up a coffee or golf, it is
important for GPs to know the LP’s diligence process
and preferences. Managers who push the issue when
met with reticence given the current environment will
be quickly pushed aside by investors. Even if the
in-person meeting does not occur, the GP’s
willingness to do whatever it takes demonstrates
dedication to accommodate an LP’s diligence process.

The Business Roundtable recently endorsed the idea that
corporate responsibility should include “all stakeholders” not
just shareholders. It is possible that the same philosophy will
now be adopted by the broader private equity community.
We live in an environment where people want to be a part
of an organization that has a sense of mission and purpose.
Both require self-reflection, honesty, commitment
and consistency to achieve lasting results.

Diversity continues to grow in importance

LPs are not only assessing a GP’s ability to make successful
investments, but also the manager’s sustainable business
plan. Those who convince anchor LPs they tick all the
investment diligence boxes are rarely done with the
commitment process. Emerging managers need to prove
to LPs that they have thought through the mechanics of
starting and growing a lasting investing firm. In exchange
for doing all the “early work” on a GP, anchor investors are
in a great position to negotiate well-priced economics
such as a stake in the fund, co-invest rights or reduced
economics. By having the right team and set of advisors
in place, emerging managers can navigate these murky
negotiations with sound counsel by their side.

Outside of the existing mandates set by pensions
and endowments to invest in emerging firms owned
by minorities or women, LPs have undertaken an
increasingly proactive approach to evaluate a PE
firm’s holistic approach to diversity. We are seeing
real, tangible changes in investor diligence, monitoring
and review processes. This can simply not be
overlooked by emerging managers who are building
a firm that’s clear intention is to last for decades.
We expect LPs to push for change both at the firm
and the fund level which presents an opportunity
for GPs to “do well by doing good.” In other words,
introducing and fostering a more inclusive and diverse
work environment will not only benefit a GP’s overall
culture and performance – but it will more closely
align with what mission-driven LPs are demanding.
The sponsors receiving highest marks from LPs
are employing three levels of diversity and inclusion
reviews in their organizations: within their investment
and support teams, at their portfolio companies
and in their local and regional communities.
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Build a firm by thinking long-term
We advise our clients not to think of this exercise as simply
that of raising a fund. Instead, make every decision, however
minor, with the long-term goal of building a firm in mind.

Sixpoint Partners and its PE seeding affiliate, SP Capital,
have a wealth of experience in providing resources and
strategic advice to emerging managers facing these
complex and firm-altering decisions. We provide our
partners with a combination of operating capital,
cornerstone LP capital, corporate solutions and investor
relations programs. For more information please contact:
bnewman@sixpointpartners.com.
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Why New York based
private equity house
chose to outsource
fund administration
At Sanne we focus on two key things, ensuring top
level service delivery and supporting our clients as
they continue to grow. In conversation with Dimitri
Korvyakov, CFO and Lionel Singh, the Controller of
Sandton Capital Partners, they offer some insights
on their decision to outsource fund administration
and their experience with working with Sanne over
the years.
Q: What are the top operational
priorities you are focusing on now?
DK: Currently, we want to ensure
smooth worldwide operations
considering COVID-19. We operate in
eight geographic locations and source
investments in many more other
countries, so we must be
operationally agile and flexible.
LS: As a Controller, my main
operational priorities are overseeing
the quarterly reporting to investors
and annual external audit. Quarterly
reporting to investors includes
valuation of all investments. Even
though the valuation principles remain
unchanged during this time, it is
important to factor in how current
market can impact horizon, return
requirements and exit assumptions.
Q: Have you always worked with
a fund administrator?
DK: Yes, performing fund
administration in-house is not a costbeneficial or a quality-ensuring
solution for small and mid-size
operations. An outsourced fund
administrator can utilize their staff
more productively and allow our
internal team to focus on
operational issues.
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Dimitri Korvyakov
Chief Financial Officer
at Sandton Capital Partners
dkorvyakov@sandtoncapital.com

Q: What problem(s) did you face
when first engaging with
a fund administrator?
DK: In the beginning, there was an
adjustment period and we had to get
used to the style of the fund
administrator and they had to adjust
to our style in return. After that initial
period, it was business as usual with
the goal to work as a team with the
fund administrator. We divided the
responsibilities and set expectations.
The need to retain a fund
administrator over years was driven
by the need to manage operations
effectively, but we also view it as best
practice for an operation of our size.

Lionel Singh
Controller at Sandton
Capital Partners
info@sandtoncapital.com

Q: Why did you choose
and have remained with Sanne?
DK: Every time we raise a new fund,
we look at service providers on the
market. In addition to the cost, we
look at factors such as scale,
employee turnover and reputation
among other things.
Q: Why is Sanne a good fit for you?
DK: When we engaged Sanne for the
first time in 2010, the company was
young, basically a start-up. That was
appealing to us, as we were a start-up
as well. We viewed this as a chance to
establish a mutually beneficial
strategic partnership, where both
parties were interested in success.
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/ 05. Keynote interview with Dimitri Korvyakov, CFO
and Lionel Singh, Controller at Sandton Capital Partners

“Over the years we have continued to listen to each other
and adjust to each other's needs. As the client we listened
to what Sanne needed to perform their services well, and
Sanne was quick to adapt to our needs as our funds grew
and the market demands evolved.”

This enabled us to collaborate with
each other “to make things work”.
This laid the foundation for future
cooperation. Over the years we have
continued to listen to each other and
adjust to each other's needs. As the
client we listened to what Sanne
needed to perform their services well,
and Sanne was quick to adapt to our
needs as our funds grew and the
market demands evolved.
Q: What were some defining
moments in the relationships?
LS: The scope of Sanne’s work
and our expectations of Sanne have
evolved over time. Initially, we
shadowed each aspect of Sanne’s
work, but as our confidence in
Sanne’s processes grew, we found
other more efficient methods to
ensure quality control. Sanne has
become a point of contact with our
auditors alongside ourselves and
stepped up their work in the AML
space. As the number and complexity
of our funds grew and different funds
were in different stages of their lives,
the question of cost allocation has
become very important. We were able
to develop a formulaic approach to
the fee structure that takes into
consideration multiple cost factors,
such as the size of the fund, the
number of investments, the number
of LPs, etc. It was important for us
that Sanne understood this and
cooperated with us in devising
a fair cost structure.
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Q: How has Sanne added great value
to your business?
DK: I am pleased to see how Sanne is
able to utilize their offices in Eastern
Europe to take advantage of the time
zone difference. The Sanne people
work as a team - it is not a one-person
show. The team turnover appears to
be quite minimal and doesn't have any
impact on the continuity. This ensured
good quality of work.
Q: What can Sanne do to improve?
DK: I would like to see Sanne as the
source of the industry’s best
practices. We would benefit from
learning what their other clients do
that we don’t.
Q: What are the benefits of working
with Sanne?
DK: Constant technological
improvements and protection
of data from outside intrusion.
Sanne has worked on ensuring that
they are ahead of the competition
and even their own clients in the
technological area.
Q: Did the coverage or quality
of Sanne's service change
during Covid-19?
LS: I am very glad to say that we were
able to continue operations with
minimal disruption, largely due to the
great support from Sanne. The COVID19 situation was a new experience for
all of us. We had to adapt quickly and
adjust work styles, goals and
communication patterns. The ability
for Sanne to continue operations “as
usual” was beyond critical for us.

We had a call with our team at Sanne
at the beginning of the pandemic to
ensure that both of our teams know
how we will proceed going forward,
what we should expect from each other
and what we need from each other.
Q: What would you say to someone
who is considering using Sanne?
DK: Meet the team, know exactly who
will be on your account, agree on
deadlines and workflow in advance,
understand technological limitations,
have a mutual understanding how the
relationship will evolve as funds
proceed through various phases
in the fund lifecycle.
LS: The team on your account is
critical. You will be interacting with
them more than with some of your
colleagues in the office, and be your
face to investors. You have to connect
on both sides.
Q: What trends are you seeing in fund
administration industry over the next
couple of years?
DK: Investors look at fund
administrators as another independent
party inside an industry that is known
for being obscure. For this reason,
fund administrators are a source
of information on best practices.
As a result, I expect the role of fund
administrators to expand to include,
in addition to the fund
accounting/reporting part, functions
like redemption/contribution cash
management/credit facility
management, technology/cybersecurity
aspect, valuation and maybe even
corporate governance.

sannegroup.com

Sanne is a leading global provider of
alternative asset and corporate services.
Established since 1988 and listed
as a FTSE 250 company on the Main
Market of the London Stock Exchange,
Sanne employs c1,800 professionals
worldwide and administers structures
and funds that have in excess of £250
billion assets.

Fred Steinberg
Managing Director, North America
+1 646 893 6550
fred.steinberg@sannegroup.com

Marta Ciemiega
Director, Business Development

“While we find ourselves in an
increasingly digital environment,
our team at Sanne value
personal relationships as this
is the foundation for our clients’
success. Our North Americas
business has the scale
and flexibility to support all
multijurisdictional structures.
Let’s talk...”

+1 212 607 5913
marta.ciemiega@sannegroup.com

Eric Weinstein
Director, Business Development
+1 917 599 9313
eric.weinstein@sannegroup.com

Daniel Trivic

Fred Steinberg

Head of US Loan Agency
daniel.trivic@sannegroup.com

Let’s talk…
Should you wish to find out more about
our services and operation, please get
in touch with our people. We would be
delighted to have a conversation with you.
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Matthew Reynolds
Manager, Business Development
+1 917 599 9320
matthew.reynolds@sannegroup.com

1,800+
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£250bn+

People worldwide

Jurisdictions

Assets under
administration
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To find out more about Sanne, please email
our Business Development team or alternatively
visit us online, sannegroup.com
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