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* Webinaris being delivered as part of Tourism NI's new Tourism Enterprise Development (TED)
Programme. Slides will be an Aide Memoire.

* Choosing the right type of funding depends on various factors relevant to your business.
Hopefully this webinar will help you clearly identify the criteria that you should consider in
choosing the type of funding required and appropriate funding partner for your business.

* Designed to help businesses operating within the NI tourism industry, this webinar will
include an overview of the range of finance options available in the current market
environment and the importance of cash flow management, along with some key insights on
how to prepare your business proposal to successfully secure finance.

» Towards the end of the webinar, my colleague Ashok Thomas will provide practical tips on
Integrating appropriate financial modelling into your funding proposal.

* Acknowledged that one to one mentoring may be available to enhance knowledge and
understanding of specific elements of Seeking and Securing Finance.

Tourism
TED Enterprise Development
| pProgramme




| SeCuring Finance

* The evolving Coronavirus pandemic, means that we are currently living and working in unprecedented
and extraordinary times. For businesses, operating in the NI tourism sector, most of whom have
experienced a cessation or significant reduction in revenue through phases of non-trading, trading
and again non-trading due to Government restriction and Public Health guidelines, there is no simple
blueprint or road map forward, for seeking and securing finance, acknowledging that there may be
unique issues being caused by the Coronavirus pandemic.

* Covid-19 will end, but the reality from a business perspective is, that we must plan for living with and
post Covid-19.

* As highlighted in earlier webinars, an economic crises 1s a good time to take a holistic look at our
business, including seeking and securing finance to Reflect clearer, Respond smarter and Rebound
fasterinthe context of applying tomorrow’s logic to today’s turbulence.

* With the prospect hopefully of full trading re commencing shortly, now is the time to plan, to try and
ensure your business is well placed to exploit the recovery of trading with and post Covid-19.
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* With the Out of State visitors market likely to take some time to come back to prior Covid-19 levels, the
home market and staycations must be given top priority for marketing strategies with emphasis on the
1sland of Ireland.

* A new business landscape is evolving with expected changes in market and consumer behaviour and
attitudes. We will all have to learn to do business in different ways. As a result we must focus our
attention on re-engineering our business model going forward to be effective in seeking and securing
appropriate finance.

* Finance providers will also have adjusted their criteria to reflect the new economic challenges created
by Covid-19. For example, they are likely to pay particular attention to the ability of the business to
fund working capital requirements and may wish to review a tourism business’ policy and risks re
advance deposits and vouchers.

* Re advance deposits and vouchers, they may wish to know does your business ring fence these in a
separate bank account and reflect as deferred income in accounts. Assess risk that these may have to
be repaid back and the ability of business’ to do this, and be reassured that the business is
implementing the *matching principle” and is not using deposits or vouchers to fund working capital.

. . Tourism
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Understanding of:
* Cause of funding requirement.
* Sources of Funding.
* Why CASH Flow Managementis essential.
* Approaching and preparing a Proposal to seek finance.
* Utilising financial model to support Proposal.

* Assessing a funding Proposal.
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Planning is needed for the
funding and cash the business
requires, when it requires it, and

where it will come from

All of this must be underpinned

by risk assessment, forensic and
sensitivity analysis — managing
expected receipts and
payments inclusive of any
estimation error

However, there are many
aspects of funding Iin these

unprecedented circumstances
that all tourism businesses will
need to consider

TED
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 Financial Barriers to Funding
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=« Funds are usually required to grow a business, whether
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. this is to invest in plant and machinery, new premises,
~ research and development, or entering into new
markets. Without these funds it can be difficult to take
advantage of opportunities as they arise, and therefore
it 1s important to consider how funds can be obtained
and best utilised by a business.
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* Funding cashlosses

* Working Capital

* Capital Investment (property, plantand machinery)
* Research & Development

* International Trade and entering overseas markets W

* Business acquisitions
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* Cashflow within business can be supported by seeking an extension from creditors or
negotiating reductions on outstanding debts

* Refinancing of existing unencumbered Assets or sell assets that you do not need (surplus
assets)

* Covid-19 Supports and Unsecured Loan Assistance

* Bank Debt — overdraft, loans, invoice discounting, and Asset Finance e.qg. hire purchase /
leasing / lease hire

* Promoters Equity (Ordinary Shares, Preference Shares, Quasi Loans)
* Working Capital Finance

* Grants/ Financial Incentives

* Loan Funds

* Other alternative funding sources including Venture Capital, Business Angels, Private
Investors, Enterprise Investment Scheme (EIS)

* P2P Loansand Crowdfunding
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Grants

Risk / Reward Repayables

Equity
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* Available surplus working capital finance.

* Promotersfunds (personal savings etc).

* Finance (loans and gifts) from family/friends.

* Covid-19 Supports and Unsecured Loan Assistance.

* Agreeingdeferrals for existing business commitments.
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Maintaining a healthy working capital is one of the most important factors if a business is to be successful. Depending
on the nature of the business, there might be periods during the year when cashflow becomes restricted and therefore

it1simportant to be aware of ways to improve the working capital position.

Ways to manage working capital:
Customers/debtors

» Selling the debtor book
* Offering credit terms to customers is often a necessity in order to generate sales, but can mean it takes several

months to receive those funds.
* Invoice discounting or factoring can provide an immediate cashflow benefit to grow the business, rather than

waiting for the customer to make a payment.

* Earlysettlementdiscounts
* Encourages customers to pay early oron time.
* Thiscanreduce debtor days andimprove cashflow to fund future growth.
* (Canreduce margins due to discounts offered, so it 1s important that sales and growth is sufficient to offset the loss of income

. Tourism
as aresult of discounts offered. TE Enterprise Development
Programme




Customers/debtors (Cont)

* Sales operations
* Aresalesinvoices goingoutinatimely manner>
* (Canwork beinvoiced sooner?

* Arecredit checks being carried out to safequard against bad debt risk?

Loans/Debt

* QOverdraft facility —is there a facility available to cover short term cashflow issues if required.

* Seasonal repayments — for businesses with a high level of demand over a certain period of the year,
consider if the provider will agree to seasonal repayments, with higher repayments being made in the
months that the cashis earned.

* Review interest payments — consider the interest rate being paid and if it could be modified or more
worthwhile to consider repaying the loan and taking out a cheaper facility. |
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Stock/Work-In-Progress (WIP)

* Ensuretherightlevel of stock (WIP) is being held. Too much stock could resultin:
* Ahigherrisk of it becoming obsolete.
* Theft.
* Unnecessary storage costs.
* Insurance premiums being too high.
* Qverstaffing.
* Unnecessary borrowings.

Leasing

* With constant changesintechnology, it might be more efficient to lease equipment rather than purchasing outright.
* For existing equipment consider a sale and a leaseback transaction to provide an initial cash injection.

Family Members

» [f working capital is restricted, there might be other ways to manage the situation before the costs of taking on more
debt:

. . Tourism
* Look atthe management of the day to day operations, such as those mentioned above. TED Ente’::pnseeoevelorment
. . . . rogramm
* Seeiffamily members could provide temporary loan assistance.



Financing new premises can be problematic, especially where profits have been reinvested elsewhere in
the business. Funding options mightinclude loans, investing personal funds or obtaining grant funding.

External Finance

* Loans can be usedto help finance the acquisition of the property.
» Oftensecurity of the property is required.
* Insome cases personal guarantees might need to be given.

Grants

* Grantfunding might be available to help fund the acquisition of property.

* Thiswilldependonthe objectives and priorities of a fund.

* Projects where funding might be available relate to areas of innovation, sustainability and job
creation.
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Investing Personal Funds

* Personal wealth can be used in the business and might bring about better returns than other

Investments.
» Investment can be made in a tax efficient manner, preserving wealth for the owner of those assets

and their family (e.g. SIPP or SSAS).

Tax Considerations

» (Capital Allowances —the apportionment of the purchase price between land and buildings, qualifying
plant and inteqgral fixtures/features can influence the tax relief available to the purchaser on
acquisition on property —on property 3% - PME 18%.

* Land Remediation Relief —additional Corporation Tax Relief of 150% 1s available on certain qualifying
expenditure on the remediation of contaminated land.

* VAT aspects.

* Stamp Duty.
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[nvesting in plant and machinery is a common strategy used to grow the business. This growth can be
achieved by improving productivity, internal efficiencies, or the quality of products or services. Funding
options to reduce the initial cash outlay can include using hire purchase agreements or leasing solutions,
as well as potential grant funding.

Consider purchasing assets via a hire purchase

* The cost of the asset can be paid over an extender period, reducing the immediate cashflow
implication of an outright purchase.

* Taxreliefinthe form of Capital Allowances can reduce the effective cost of acquiring qualifying assets
and provide a cashflow benefit where 100% tax relief might be claimed via the Annual Investment
Allowance.

* Payingforthe asset over time can allow for the cost and benefits derived from its purchase (increased
revenue) to be matched more closely.
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Chinery (Cont)

us .Q

Consider leasing assets to reduce upfront costs and reduce risk

» (ostswillbeincurred over the lease period and notin one lump sum, matching costs with benefits.

* Taxrelief can be claimed on operating leases as rental costs are incurred.
* It is important to fully understand the way that the asset has been acquired through the lease

agreement in order to: ensure the asset is correctly presented in the accounts and confirm the correct
tax treatment.

Grants

* Grants can be used to assist with the purchase of assets, particularly if they are part of an innovative
or sustainable project, or will help to create employment opportunities.

Loan Asset Finance

* Loanover expected economic lift of asset.
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e Promoter’s funds.

R&D

e R&D Tax Credits.
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Opportunities can arise to grow a business via acquisitions, but a lack of funds can mean that opportunities are
missed because the business is not in a position to secure funding. There are several finance options which can be

used to overcome thisissue.

Secured commercial loans

* Itmight be possible to obtain finance by leveraging against existing assets of the new acquired business.
* Consider the level of funding required, not only for the acquisition but on any integration of the business post

completion.
* Arethereany covenantstobeimposed, which could affect the way that the businessis currently operated?

* Arepersonal guarantees required?

Seller based lending

* A seller might be willing to agree for a proportion of the purchase price to be deferred and limited to certain

performance conditions.
* Theloanisusually paid back from the cash generated by the same business under new ownership.
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Personal Funds

* Family members may have personal wealth that they would consider introducing into the business in exchange

foraregularincome.
* Thiscouldalso be very tax efficient for future estate planning.

Pension basedincome

* [If family members have sufficient funds accumulated in their pension they could make a loan to the company
(certain criteria must be met).

Potential investors

* [Ifanacquisition target is too good an opportunity to miss, then the acquired business might consider an equity

investor.
* (Considerthe future exit strateqgy for that investor.
* What skills/knowledge might they also be able to bring to assist with the integration of any business processes

or governance policies. —
TED | evtervrise oevetoment
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» NI Executive Localised Restrictions Support Scheme (effective from 19t October 2020)

* New Job Support Scheme (from 15t November 2020 for 6 months)

» (Coronavirus Job Retention Scheme (CJRS) —furlough workers (ends 315t October 2020)

* JobRetention Bonus Scheme

* Self EmploymentIncome Support Scheme (SEISS) —extended to April 2021

* Reductionin VAT rates for Hospitality & Tourism Sector (from 20% to 5% for 6 months to 315t January 2021)
* EatOuttoHelpOut Scheme (3@—-315t August 2020)

* Rates Relief

* Deferral of VAT / PAYE / Tax Payments and HMRC Time to Pay arrangements

* BounceBacklLoan Scheme

ourt
TED Enterprise Development
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* Asset backed funding — hire purchase, lease facilities, Chattels Mortgages
* Business growth/expansion — commercial loans

e Specialist funding — small business loans, EIB
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Tourism NI
Marketing Activities
Employment Grants

Training — Invest N
Capital Investment

Research & Development

__/

Arts Council, Big Lottery, Community Foundation, Heritage Lottery Fund &
NI Screen

DAERA (RDC programmes currently closed)
Local Enterprise Agencies
Local District Councils

Cross Border Assistance (InterTradelreland)
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Venture Capital provides long-term monetary investments in exchange
for equity in a business — it is a form of risk capital, unlike bank debt no
guarantee of repayment or interest.

The majority of Venture Capital firms target business requiring over
£150,000; mainly expansion stage companies and MBO’s/MBI’s.
Business Angels tend to invest between £15,000 and £150,000, in start-
up and other early stage financing.

Business Angels Networks feature highly — successful, self-made
entrepreneurs who look to acquire shares in potentially lucrative early
stage companies using their own funds.

The government Enterprise Investment Scheme (EIS) provides tax relief
to investors who invest in businesses that meet specific criteria. EIS is
great for SMEs as it provides an added incentive for investors.
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, Crowdfunding

’ P2P Loans

e Peer-to-Peer lending platforms (e.qQ.  Crowdfunding portals offer a wealth
Funding Circle) arrange loans from of lending opportunities for start-ups
groups of individuals or organisations and entrepreneurs. They can pitch on
to entrepreneurs looking to grow. It's crowdfunding website for a sizeable
a way for a business to get funding Investment in their business model,
without having to visit a bank, and with the ability for multiple investors to
lenders can use the platform like a invest  small amounts  towards
marketplace, where they choose, achieving fthat final total. Unlike
who they want to lend money 1o fraditional forms of business finance,

crowdfunding Is not directly repaid.
Start-ups may instead opt to offer their
INnvestors some form of service in return
for their financial support, such as a
free sample of their product

_ Tourism
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Invest NI Access to Finance Strategy:
* NI Small Business Loan Fund (£8m)
 Growth Loan Fund Il (£E30m)
 Growth Finance Fund (£30m)
 Co-Fund NI Il (ERDF)

* Delivered by Clarendon Fund Managers
e £50m Equity Fund

e www.cofund.com

* Crescent |V (ERDF)

 £54m for technology, life sciences and manufacturing sector

* Techstart NI (ERDF)

* £30m Equity Fund for seed / early stage SMEs / University Spin outs

Tourism
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= Level of funding required and for what purpose?

= Ability to repay borrowings (if applicable)

= Business case — is this realistic?
« Growth potential for business

» Project promoters — ability to deliver project

Tourism
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ACCessing Fundi

! Basic Funding Principles

-

! * Borrow for long term needs with long term debt

* Borrow for short term needs with short term debt

Match term of Loan/Lease/HP Agreement with expected useful
economic life of asset

Difficult economic climate but Banks (albeit with Covid-19
assistance from government) are funding businesses that they
consider to be viable post Covid-19 pandemic

TED
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Cowd 19 has caused significant disruption to cashflow

. Decline in current and future sales

. Issues with debtor collection

. Reduction in suppliers credit

. Increase in costs for certain materials due to supply issues

. Increase in costs to facilitate meeting social distancing requirements

. Forex rates volatility

o Delays in receiving grants/supports

. Impact on supplier credit terms

° Stock holding —

TED Enterprise Development
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Cash Flow Management helps to Navigate the Way Forward

Helps chart the way forward for the next 6-12 months

Helps to ensure the business is protected and able to recover quickly post the pandemic
Ensures that you only borrow what you require and able to service

Helps honour commitments to suppliers and employees

Assists in planning the right combination of various Government backed lending and
supports to avail.

Useful to plan various scenarios including extended disruption period

Tourism
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“Are You Sure | Made a Profit?

| have less money now than

| had at the start of the Year.

Tourism
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Cas

Profit is the difference between the total amount your business earns and all of its costs,
usually assessed over a year or other trading period

Cashis the amount you have on hand to pay debts

You can be showing a good profit on the books and still be strapped for cash to cover
Immediate debt

Working capital management will impact cashflow

Risk of over trading —1.e. when the business expands too quickly
without having the financial resources to support such a quick
expansion. If suitable sources of finance are not obtained,
overtrading a problem of rapid growth, can lead to business
fatlure

Tourism
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Freeing up Pro

Business A

P&L (£) Paid (£)
Sales 100,000 40,000
CoS 80,000 30,000
Profit 20,000
Net Assets 20,000

P&L (£) Paid (£)
Sales 100,000 20,000
CoS 80,000 50,000
Profit 20,000
Net Assets 20,000

From a cash flow perspective:

Company A: Trade Debtors £60,000, Trade Creditors £50,000, positive cashflow £10,000 (Bank £10,000)

Company B: Trade Debtors £80,000, Trade Creditors £30,000, negative cashilow of £30,000 (Bank overdraft (£30,000))

. Tourism
Note Net Profit and Net Assets are the same for Company A & Company B TED Enterpriso Developmant




Cash is the life blood of any business.

Quality internal management information and Cash Flow forecasts are
essential.

Try and move from focusing on what credit the banks will provide business,
to generating cash within your business.

Businesses should endeavour to be self sufficient from a working capital /
day to day operations perspective).

Robust, rigorous and regular reporting (4 R’s) on cash flow — daily bank
reconciliations, weekly and monthly forecasts.

Self discipline and good management will yield positive results by improving
profitability and reducing risks.

TED
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Stock / Work in
Progress /
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TED Enterprise Development
| pProgramme



* Monies received and spent during an ensuring period

4
.

i * And the cash remaining at the end of that period
=

' 2 o .
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Cash flow management is basically about speeding up the inflows and slowing down the
outflows.

Income and expenditure cash flows rarely coincide BUT you must always be in a position to
meet your scheduled payments.

This means there can be times when you could simply NOT have enough ready cash to meet
your commitments.
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Borrowing
Capacity /

Accounts
Receivable

Shareholder
|nput

CaShflOW
Reservoir

AN

-

Goods/

Fixed oot
Operating

Expenses

- !\_s . N X

Stock & Direct P'?"t & Sold
Expenses/Wages, WIP Equipment O
re service businesses

DraWings
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Insufficient

Working
Capital | Awareness of these

Under Trading Collapse in issues are key to

or economy, seeking and securing
Overirading e.g. Covid- finance

19

SOURCES OF
CASHFLOW
International PROBLEMS

Trading . s
Problems In;::‘fgi::‘egm

Poor Credit
Control

Unplanned
Tourism
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Debtors

Creditors

Trading pattern
/ volume

Cashflow
forecasting

TED

Tourism
Enterprise Development
Programme



Points to Note

« Banks are keen to work with their existing clients and
build on trusted relationship.

* A sensible mix of debt and equity Is important. Banks
are not there to take an equity risk for a banking
refurn.

 Banks will want to see project promoters accepting
some pain.

« Commerciality/Reasonableness Check.

« Does the Bank Proposal look realistic in the context of
the market, competfitors, returns etc.e

Tourism
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« Executive Summary

» Business Overview

« Coronavirus Impact

» Historic Financial Position

« QOutline Business Case Going Forward

* Financial Projections with achievable and realistic Assumptions
« Funding Requirement & Funding Request

« |dentity KPI's and Smart Objectives

« Apply Sensitivity and Scenario Analysis

TED mfﬁ e Development
o n 1S
e Conclusion Programme




Provide details of the security
available to the bank, if relevant in
light of Bounce Back Loan Scheme,

Coronavirus Business Interruption
Loan Scheme and new Hardship
Fund

Provide a table of current and
proposed new bank facilities

Key Business Highlights:
summarise the key strengths of
the business and why (under
normal circumstances) it is a
good business to support

State the reason for the funding
requirement, indicate the nature
and amount of funding required
and the expected duration (if
known)

Highlight if you wish to secure bank
debt with support form Covid-19
Bounce Back Loan Scheme (BBLS) or
Coronavirus Business Interruption Loan
Scheme (CBILS)

Where possible indicate
serviceabllity / repayment in due TED

course
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USiness overview

A brief overview of the business operations and market in which the business operates

Where relevant, provide details of changes to be made to the management or wider
organisation as a result of the Covid-19 crisis. Highlight management expertise / roles /
responsibilities subject to bank’s knowledge of the business and its management

Any additional relevant background to the proposal that would be helpful for the bank to
understand — for example if you believe that Brexit will have a major impact on your business.

Tourism
TED Enterprise Development
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« Highlight the key issues experienced by the business and identity risks as a result of the virus (e.g.
trade, staft / payroll, supply chain, customers etc.)

 Try and assess the impact of Coronavirus on:
« Current and future sales revenue (including loss of out of state visitors in short-term)
» Costs of purchases
« Supply chain
« Anficipated availability of labour
« Debtor collection

« Supplier credit terms

Tourism
‘rED Enterprise Development
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« Linked to the key risks highlight the steps taken to mitigate and manage cash flow to date,
INcluding any opportunities that the business has had to avail of Covid-19 supports provided by UK
government and the NIl Executive e.g.:

Rates Relief
Deferment of VAT, PAYE, Income Tax and Corporation Tax payment / Tax Refunds

Deferring H.P. Payments / Loans / Mortgages

Extension of credit from suppliers

Coronavirus Job Retention Scheme (CJRS) and new Job Support Scheme
Self Employment Income Support Scheme (SEISS)

NI Executive Localised Restrictions Support Scheme (from 19 October 2020)
£10k Small Business Support Grant

£ 10k Small Business Support Grant for Rental Properties and Properties with a total NAV of £1,500
or below

£25k Retall, Hospitality, Tourism and Leisure Grant
Hardship Fund
Coronavirus Business Interruption Loan Scheme (CBILS)

our
TED Enterprise Development
Bounce Back Loan Scheme (BBLS) Programme



« Describe the cash flow constraints and challenges that are arising.

« Details of any actions you have been taking to address Covid-19 business implications (e.g. Social
Media activities etc.)

« Details of any scenario planning that has been run to estimate the cash requirement.

Tourism
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Most Recent Annual Financial
Statements

Most Recent Management Accounts

ok 4
\';?'

Current Bank Facilities

a4

Brief Commentary on Historical Performance and adjust for any unusual items to demonstrate historic
profitability, debt serviceability and strength of balance sheet



Covid-19 pandemic will be temporary, albeit we are not sure when it will end. We must plan to

be in a position to have a potential sustainable business going forward, to exploit the recovery
when its comes

From a business perspective, perhaps focus on preparing for the recovery and the 3R’'s — how
you plan to Reset, Refocus and Rebound faster

Good idea to include any opportunities that you have identified as a result of Coronavirus

ow are you planning to address social distancing requirement, what cost / resources

Also address potential change In customer profile, less infernational visitors, perhaps
opportunities for staycations, there is expected to be an increasing desire for leisure given
change in daily life, but need to bear in mind disposable income habits to drop

Potential changes in food demand, e.9. healthy foods

Tourism
TED Enterprise Development
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Pernaps need to expand if relevant the
availability of your service - believed demand
for 24/7 services will increase

Younger generation less fearful, perhaps a
need to look at your customer folerances
efc. and plan

Develop strategic alllances with  various

activity tourism providers

Tourism
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Nail the Financial Model - include integrated monthly cash flow, Profit & Loss Account and
Balance Sheet for at least 12 months (seek help from an accountant) and extend unftil period of
percelived normal frading — 2 yearseee

Achievable and Realistic Assumptions:

* Opening Balance Sheet
e Sales
e Cost of Sales

e Divide cost base between fixed, variable and
semi-variable

» Outline key components of working capital and
how these will operate: debtors, creditors, stock /
WIP (e.g. any obsolete stock) and cash

management

* Policy re advance deposits and vouchers

Labour Resource, reflecting any furlough
assistance, arising from designating some
employees “furloughed”

* Nature of Finance e.g. bank overdraft / term
loans eftc.

* VAT

*Post pandemic staffing requirements may
reduce, so there maybe redundancy costs 1o
finance

 Social distancing costs

* Finance Costs

* Proposed Capital Expenditure
« Grants

Tourism
TED Enterprise Development
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1 Funding Requirement

Why does the funder want

Fﬂ na “@ﬁ au ' 2Debt Serviceability

5 Assess asset base
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Cash Flow Projections
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VAT payment/(refund) | o 7,200 4,800 7,100 (7750) ________________ (7, 750) (7, 750) _(7.750) (7,750) (7,750).  (7.,750) (7,750)
Deferred VAT payment : - S - -] - - - - - 0
Fixed asset purchases § - 3(3000) ; - ; - g - ; - g E - R
Loan Repayment ] (5,500) (5,500) (5,500) (5,500) (5,500) | (5,500) (5, 500); (5,500) | (5,500) (5, 500)E (5,500) (5,500)
Total Payments . (80650)  (75050)  (80,250)  (92,850) (107,700) (107,700) (107,700) (107,700) (107,700) (107,700) (107,700) (107,700)
; 5’ | | | ; | ; :
Closing Balance . (39,650)  (62,100)  (93,550)  (66,400)  (54,100). (41,800).  (29,500)  (17,200) (4,900) 7,400 19,700 32,000
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. Cash flow projections
e COVID-19 INTERRUPTION 12-month Cash Elow
i 60,000
-t
S 20,000
“ g 0 | J T T |
: i; Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Jan-21 Feb-21 Mar-21 Apr-21
<
- :J;E (40,000)
(60,000)
(80,000)
(100,000)
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P&L Projections

ACTUAL FORECAST FORECAST FORECAST

FY 2020 Year 1 Year 2 Year 3
Sales 30,295 35,000 42,000 50,000
Cost of sales (22,153) (26,000) (31,000) (37,000)
Gross Profit 8,142 9,000 11,000 13,000
Employee costs (3,991) (4,787) (5,276) (5,704)
Sales & Marketing (1,180) (1,620) (1,920) (2,280)
Other Overhead Costs (1,761) (1,693) (2,404) (3,416)
Depreciation (138) (474) (430) (432)
Operating Profit 1,072 426 970 1,168
Interest 0 (59) (50) (45)
PBT 1,072 367 920 1,123
Taxes (157) (146) (235) (295)
PAT 915 221 685 828
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P&L Projections

Cashflow available
Operating Profit
Depreciation
Total

Loan Repayment
Capital

Interest

Total Debt Service

Debt Service Capacity

ACTUAL FORECAST FORECAST FORECAST
FY 2020 Year 1 Year 2 Year 3
1,072 426 970 1,168
138 474 430 432
1,210 900 1,400 1,600

- 601 610 615

- 59 50 45

- 660 660 660

1.36 2.12 2.42
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Assess Asset

Current and project Balance Sheet

a8

ACTUAL FORECAST FORECAST FORECAST
FY 2020 Year 1 Year 2 Year 3
Tangible Assets 386 2,867 2,722 2,770
Intangible Assets 0, 0, 0, 0,
Total 386 2,867 2,722 2,770

Working Capital

Debtors
Stock

Other assets
Creditors
Other liabilities

Total

Bank

Bank balances
Total Bank Balances

Net Assets

3,735 4,315 5,178 6,164
4,980 5,753 6,904 8,219
512 512 512 512
(4,125) (4,687) (5,647) (6,813)
(1,069) (1,059) (1,148) (1,208)
4,033 4,835 5,799 6,875
1,109 1,572 2,398 3,339
1,109 1,572 2,398 3,339
962 1,984 3,630 5,694

TE
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Assess Asset pase

* Includedetailed breakdown of all tangible assetsinthe balance sheet

» Refertoindependent third-party valuationreports for property and investments held
* Indicate whetherthereisachargeontheseassets

* Forexistingand new debt - outline all current facilities and repayment structure

* Include detailed breakdown of working capital
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ASSessing 2 Fun,

Financial Analysis — Key Ratios
« Sales frends

e (Gross margin trends

« Neft profit margin trends Gross Margin Trends 75.00
* Productivity/Value Added Ratios Zzz
«  Working Capital as a percentage of sales 60.00
« Debftor/creditors days . zzzz

« Debt/Equity
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FinanCial Analysis

Finance providers — Key Ratios

« Times Interest Cover = EBITDA
INnterest
« Debt Service Capacity = EBITDA

Loan & Interest Commitments due
within one year

 Leverage % = Bank Overdraft + Finance Creditors + Bank Term Lodns

Net Assets + Bank Overdraft + Finance
Creditors + Bank Term Loans

e Loanto Value % = Total debt Facilities

Value of Security
Held
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FinanCial Analysis

« Delay in commencement of full frading by 2 months
. Sales 20% individually up or down ]
« Gross profit 20% up or down

«  Working capital 20% up or down

« Capital expenditure 20% up or down I 1
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« Regularreview/understanding of contents of facility letters.
 Review of security provided o bank.

* Financial covenants to be adhered to.

« Requirement to present regular financial information.

« Regular communication/updates to bank.

* |Involve Accountant in process.
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pitCh for Finance

Do’s

- |s there a funding requirement and define i

- Calculate cost of obtaining finances

- Match borrowings with the life of the qsset.\(

» Discuss various options with Business Advison\(
- Be aware of risk versus reward. \(

» Think about the funder’s decision making
process.

Shop around (if relevqn’r).{
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Dont’s

«  Over commit the business — ensure
there is an ability to repay. ¢

+  Go to meeting with potential
Investors unprepared. )4

» Ignore the basics of good
management. X

~ + Use short-term fingnce to fund
&f long-term plans
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Common shortcoming reported by Banks in applications seeking funding:
« Generic proposal not specifically tailored

« Excessive commentary and periphery analysis
* |Inappropriate sensitisation of financials

« Appropriate funding mix not identitfied

» |nsufficient challenge from advisor
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Bank Debt

Final Thoughts

- « Don't be too aggressive - build in head
 Banks aren’'t there to take equity risks. room even if it means more equity.
* Banks back people not projections. « Be wiling to invest in the Banking

. . . relationship.
» Focus on the commercial reality underlying the | P

cashflows. . Difficult banking environment at present
but with  Covid-19  supports  from
Government such as Coronavirus Job
Retention Scheme, Job Support Scheme,
Selt Employment Income Support Claim,
Coronavirus Business Inferruption Loan
Scheme and Bounce Back Loan Scheme,
good projects are getting banked.
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 Forrecovery, growth to take hold, confidence must replace fear and we must convert natural
anxiety, iInto a passion to deliver positive results.

«  We must approach the future with great hope and confidence in our own ability — to offer best
practice, because:

The fittest will survive and evolve much
stronger from our current difficulties
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« We have got to keep pedalling, because if we stop, we will fall off — thus we must keep
moving forward and never be complacent with funding and cashflow management — retain
a constant state of nervousness and focus on: Relevance, Sustainability and Trust.
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* Thereis no doubt, that the economic implications of Covid-19 for businesses operating in the
NI Tourism sector are very challenging, but they pale in comparison to the public health and
human costs that we are observing around us.

* Itis very difficult to predict the future market dynamics, because we are now faced with triple
Covid-19 uncertainty: firstly around the Coronavirus itself; secondly, its economic impact, and
thirdly, the ways in which the pandemic has, and will, affect people’s behaviour.

» Astute business leadership in terms of seeking and securing finance in the context of funding
and cash flow management will be key to business sustainability.

* Qurpresent circumstances don’t determine, where we can go, they merely determine where we
start.
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conClusion ((

Sometimes we can not control the events around us. But we do have the ability to choose our response.

As sure as night follows day, individuals make CHOICES everyday, individual actions matter and can be a
forcefor change. Let’s try and make every moment count.

Effortis admirable, but its output that matters most.

If today’s webinar has raised anissue or question that you would like to discuss in private, you can getin
touch via email to: industry.development@tourismni.com and Tourism NI will organise that you get a
call from a finance expert.

Looking forward to participating in the Q&A session now.

Thankyou.
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