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understand their options house in order

First steps:
things to consider

Comparing the different
growth finance options

Supporting innovation
with growth finance
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Ambitious growing businesses need
to learn about their financial options.
With innovative lenders changing the

landscape for SME finance, there are
more choices than ever before.

An SME’s guide to

Growth Finance
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Understand the options for your business
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Lenders want to know that a business will
be able to pay them back. They usually
require documentation that shows the
business is generating the cash it needs

What information
does an SME need
to provide?

First steps: things to consider &

The things a growing business should focus on as it weights up growth finance.

How does an SME arrange
growth finance?

1

2

Do it yourself

Approach a growth
finance provider and start
a discussion about your
business’s needs.

Hire a professional

Hire a part-time or full-time
finance director or corporate
financier to guide the
company’s financial strategy.

Join a network

Join one of the UK’s business
associations and benefit
from their advice, resources
and networking.

IS DEBT OR EQUITY BEST?

First things first. If your business
needs external capital to grow, then
make sure to decide whether debt or
equity funding is best.

Debt includes products like loans and
overdrafts, with which a business bor-
rows money from a lender and then
pays it back in regular instalments
with interest.

Equity involves selling shares in a busi-
ness to investors. Whether to choose
one, or both, depends on the stage that
a company is at, the type of business it
is, what it plans to use the proceeds for,
as well as its mission and growth plan.

There are advantages to Dboth.
Funding a business with debt alone
means that its owners can hold on
to all of the company’s shares and
shape its future without having
to answer to new shareholders.

On the other hand, if an owner is
willing to sell shares in their business,
they can free up capital for long-term
investment. And especially in the early
stages, it may allow a growing business
to find experienced, hands-on investors
who will use their knowledge and expe-
rience to help it grow more successfully.

GRANTS

If your business is eligible for a grant
then consider applying for one. After
all, it’s better to fund your business with
money that you don’t have to pay back.

There are many different grant schemes
available to growing businesses, from
many different sources, with the
majority of them being publicly-fund-
ed. Some are focussed on helping
businesses at a specific stage in their
growth journey. There are also grants
designed to stimulate research and de-
velopment, while others are geared to-
wards certain regions of the country.

to meet repayments for a loan. Ata
minimum, this usually includes: -

e The amount a business wants
to borrow

¢ Information about all
the business debts

e Details on how the business
will use the loan

e Annual turnover
(if an established business)

e Details about the company's
business plan

e The company’s net profit
(if an established business)

e Personal information about
the directors

e The forecasted annual turnover
(if a start-up)

PERSONAL GUARANTEES

For loans to early-stage businesses,
lenders often require a personal guar-
antee from the business owner.

This means that if the business
defaults on the loan, the director is
personally liable to repay the amount
owed. For obvious reasons, this is
something to consider carefully be-
fore taking out a loan.

Terms will vary on a case-by-case
basis, so make sure that you've estab-
lished exactly what you are liable for.

-100,000

SMEs are the engine of the UK economy, generating 52% of
turnover and 60% of employment in the UK private sector.

Finding access to growth finance remains one of the most
persistent challenges facing UK companies. In recent years,
a new breed of alternative finance provider has emerged

to support SMEs, who fall into the missing middle between
traditional banks and smaller financial institutions.

Triple Point has supported over 100,000 SMEs,
maximising their growth potential whilst having a
positive impact on communities and the UK economy.

@ Triple Point

It might be worth considering getting
legal advice before agreeing the loan.

The good news is that there are ways
to reduce personal risk. The size or
duration of the guarantee can be
negotiated, and sometimes personal
guarantees can be capped at an agreed
amount.

For example, elements of the guaran-
tee can often be negotiated if the bank
is comfortable that an entrepreneur is
also invested in the business - perhaps
by part-funding the company through
their own savings.

100,000

SMEs

Specialist Lender of the Year

GROWTH
FINANCE

AWARDS|

Business Growth Enabler

Best Fund Manager
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Getting your
house in order -

4.

HOW DOES THE BUSINESS DIFFER FROM
ITS COMPETITORS?

What sorts of things will a growth

finance provider want to know about

your business?

What does your business do compared to others that
offer similar things?

How will you make sure that you compete effectively
with them?

5.

WHO ARE THE CUSTOMERS?

1. HOW MUCH MONEY DO YOU NEED?

e Have a precise figure worked out

e Make it clear exactly how the proceeds will be spent

e Explain how the spending will drive future growth

Tell potential lenders about your customers and how
you provide them

How will the market grow or develop in the future?

How will your business keep offering them products
or services that they want?

2. WHAT IS THE GROWTH STRATEGY?

6.

WHO ARE THE KEY PEOPLE?

¢ Help a lender understand where you want the .
business to be in the future

e Create financial projections, incl. sales and cash .
flow forecasts, as well as budget

¢ Do you plan to borrow again in the future?

e Will you sell equity at some point?

What'’s your background and what is your role in the
business?

What about the other senior people?

How will you be hiring as the business grows?

3. HOW IS THE BUSINESS PERFORMING?

7. ARE THERE ANY HURDLES HEAD?

e Prepare detailed financials from previous years .

¢ Include information such as spending, cash flow, .
revenue and profit

¢ Help lenders to understand your journey so far

Access

the full version of

A Comprehensive Guide
to Growth Finance at

Growthfinance.co

ﬁ__ h

F,,,,{
R

Typical
deal size

Typical interest
rate

Typical term

Secured or
unsecured?

Best suited for
long-term or
working capital?

What stage does
your business
need to be?

What is the
min business
turnover?

Who provides it?

Does it came
with support for
business owners?

Combines well
with equity
funding?

LOANS &
OVERDRAFTS

£10,000+

5%-10%

6 months - 5 years

Either (but affects
interest rate & loan
maximum)
Loans = long-term

Overdrafts= working
capital

Established

£1m

Banks, challenger
banks, specialists,
government

Rarely

Yes

HOW THE KEY TYPES OF GROWTH FINANCE COMPARE

=
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Be upfront about any areas of vulnerability

Think about how your customers’ behaviour
might change in the future, whether your costs
could increase, or whether your market could
become more competitive

Taking your business
to the next level by
tackling financial
challenges

: JOSH LEVY, CEO, Ultimate Finance

ers would say that they have been

plagued by suppliers making
: late payments. It has long been an
issue for their cashflow and one that
¢ doesn’t look like it is going to go away
: anytime soon.

: I ooking back, most business own-

: Research by BACs revealed that it costs
: SMEs 6.7bn just to collect the money
: owed to them from overdue invoices.
: In 2017, when the government intro-
duced its ‘Duty to Report’ legislation
: with the explicit aim of tackling late
: payments, the figure was an already
¢ alarming 2.6bn. On top of this, gov-
: ernment research highlights a shock-
: ing trend, as 82 per cent of businesses
¢ admit that not getting paid at all for
their work is a significant issue. Clear-
¢ ly, current regulation isn’t working.

Regulation with teeth

: Change is coming though - it was
: announced in June that, for the first
. time, the Small Business Commission-
er could have the power to fine large
: corporations for failing to pay smaller
. suppliers. Entire company boards may
: be held accountable too, rather than
¢ just the finance team who may have
¢ their hands tied by execs in certain
: situations.

: It’s a welcome initiative but, it would
: be nave to think the issue will dis-
. appear completely overnight. This

is why a solution which relieves the
stress of slow payments, so that a
business’s growth is not hampered, is
often a necessity.

Invoice Finance

This is where Invoice Finance enters
the fray, providing a way to release the
money tied up in a company’s sales ledg-
er. Rather than waiting for customers
to pay their balance, it helps businesses
control cashflow and accelerate planned
growth. Employees and suppliers can
always be paid on time and there is no
need to hold back on scaling-up and
reinvesting in operations.

It’s quick and easy to set-up and within
24 hours the business will be advanced
a significant percentage of the money
they are owed (often up to 90 per cent).
So, instead of having to plan around a
gap in finances, businesses will gain
access to much needed cash almost
instantly.

At Ultimate Finance, we don’t stop
at simply providing funding. It can
take a considerable amount of time
pursuing outstanding payments, so
as part of this service, we also chase
debtors on our clients’ behalf to make
sure we're taking every step possible
to remove the burden. That way, SME
leaders can retain control over their
cashflow while focusing on building
and progressing the business.

The data in this table are drawn together from the websites and published materials of the industry’s leading
lenders. Numbers are representative for typical loans and SMEs and are for illustrative purposes only.

P2P BUSINESS LEASING & HIRE | INVOICE FINANCE
LOANS PURCHASE & FACTORING
£10,000-£500,000 Depends on the asset
- - £50,000
(more if secured) being leased
5%-10% (often lower o 4o, o
than bank loans) gl eitios
6 months - 5 years Short or long-term 50 days
Either (but affects Raised against
interest rate & loan Secured sed ag
. invoices
maximum)
Long-term Either ‘Working capital
Established Any Establls'hed.(also
needs invoices)
£100,000 per year
£50,000 Any (less with some
newer providers)
Banks, challenger
. s banks, online
Online platforms Specialists platforms,
specialists
Can involve
Rarely Rarely management of
credit controls
Yes Yes Yes

ASSET BASED VENTURE DIRECT EXPORT
LENDING DEBT LENDING FINANCE
<1m £1m-£5m £2m-£15m up to £5m
5%-10% 10%-15% 5%-10% 5%-10%
<10 years 3-5 years 5 years 2+ years
Benefits from
Secured Either Usually secured up to 85% UKEF
guarantee
Long-term Long-term Long-term Long-term
Established (also
Established Early Established needs export
contracts)
Often provided
Yes before company is £10m Yes
generating profit
Banks, challenger
banks, online Specialists Direct lending UKEF alongside an
platforms, P funds approved bank
specialists
Yes if investor is
Rarely T g Rarely Rarely
Yes, but often
Yes 1nyolves purchase Yes Yes
options so can affect
future raises
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Supporting growth through innovation

Innovations need different types of funding support depending on how
close they are to market.

NIGEL WALKER, Director, Innovate UK

he world is changing rapidly, in
Tterms of technology, politics and

societal trends. More than ever,
the UK’s ability to thrive in the face of
change depends on ideas, with innova-
tive companies driving a productive,
growing economy and solving the
challenges we face as a society.

Innovation is risky, though, and the
lack of funding available to innovative
businesses at the right time is a barrier
to their productivity and growth. To
support these risk takers, Innovate
UK is running a pilot programme of 7
loan competitions over 3 years to the
end of 2020. A total of 50 million has

already been committed to 73 highly
innovative small or medium-sized
enterprises (SMEs) and a further 25
million is available in 2 further com-
petitions.

We are working to broaden the range
of innovation finance support avail-
able to businesses, so they can access
funding at all stages of innovation.
Innovation loans are, we believe, most
useful for innovations near to market,
whereas grants are more suitable for
earlier stage, riskier innovations.

Through the pilot, we are offering in-
novation loans to UK SMEs that want

to scale up and grow by developing
new or improved products, processes
or services. They can be used for
late-stage research and development
projects that have not yet reached the
point of commercialisation.

Over the last 12 years Innovate UK
has invested over 2.2 billion in inno-
vation. This has spanned more than
11,000 projects that have generated up
to 16 billion in Gross Value Added for
the UK economy and 70,000 jobs.

We have delivered these results by
supporting businesses to develop and
commercialise ideas drawing on their

own know-how or research, from the
UK’s world-leading research base,
and through collaboration with part-
ners.

Our new strategy takes more of an
investment-driven approach to inno-
vation. It focuses much more closely
on creating the conditions for private
investment in R&D, on creating an en-
abling environment by championing
and assisting industry to innovate,
on nurturing the sectors and tech-
nologies that will transform the UK,
and on encouraging innovation in all
businesses with the potential to grow
and scale, right across the country.

Innovation loans are an example of
how we are moving to make the most
of public funding, ensuring maxi-
mum impact as an investor in business
innovation.

Sponsored by

Innovate UK

¥ innovateuk
gov.uk/government/organisations/innovate-uk

Ready to grow
your business?

Explore finance
options and find
funding to suit
your business.

BRITISH
BUSINESS
BANK

FINANCE

HUB S

Visit: british-business-bank.co.uk/finance-hub

British Business Bank plc is a public limited company registered in England and Wales. (registration number 08616013, registered office at Steel City House, West Street, Sheffield, ST 2GQ). As the holding company of the group operating under the trading name of British Business
Bank, it is a development bank wholly owned by HM Government which is not authorised or regulated by the Prudential Regulation Authority (PRA) or the Financial Conduct Authority (FCA). It operates under its own trading name through a number of subsidiaries, one of which
is authorised and regulated by the FCA. British Business Bank plc and its subsidiary entities are not banking institutions and do not operate as such. A complete legal structure chart for British Business Bank plc and its subsidiaries can be found at www.british-business-bank.co.uk
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