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Assignment Review

Running order next week

1.00pm to 1.20pm
1.20pm to 1.40pm
1.40pm to 2.00pm
2.00pm to 2.20pm
2.20pm to 2.40pm
2.40pm to 3.00pm

Group Discussion

Nick
Benson
Bruno
Ashley
Rikki
Andrew

Any questions on current assignment ?
Any clarification on appraisal models ?
Any concerns for next weeks ?

Any questions on expectations ?



Sources of Finance

Why do businesses need finance ?

Start up a business

Working Capital gap

Expanding a business



Sources of Finance

Sources of Finance - Mr Rawat — YouTube

Questions to consider

Short Term to Long Term Finance ?
Difference between internal and external sources of Finance ?

Cost of Finance ?


https://www.youtube.com/watch?v=D1G8Y1Ob3Co&feature=youtu.be

Sources of Finance [\/I/\II

The purpose of finance

“Different sources of finance have
different implications for a
business, so it is important that the
most appropriate method of
finance is chosen for the purpose
that the business has in mind”
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Sources of Finance I\/l/\D:

Different Types of Finance

Types of Finance

Internal External

- Money obtained within a business - Money obtained from outside the
- Using this type of finance is business (eg. Loan)

cheaper but it means t.he money - This usually requires interest to be
cant be used for anything else paid on the money obtained




Sources of Finance

Short term sources of finance

Long term sources of finance
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Owners savings

Overdraft Bank loans

Trade credit Debentures

Mortgage
Factoring

Hire purchase

Government grants

W[

Ways to finance a business - Sources of finance - GCSE Business Revision - Other - BBC Bitesize



https://www.bbc.co.uk/bitesize/guides/zmj7tfr/revision/2

Sources of Finance

TYPES OF BUSINESS FINANCE
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DEBT FINANCE

» Start up loan

» Overdraft

» Bank loan /bond

« Peer-to-peer lending

» Asset-based finance

« Leasing / hire purchase
« Export / trade finance
« Growth finance

EQUITY FINANCE

Seed finance

Angel Finance
Equity Crowdfunding
Venture Capitalist
Corporate Venture
Capital

Private Equity

[PO / Public Offering

® e

GRANTS

Business start-up grant

scheme

Childcare business
grants

Enterprise Europe
Network

Food Enterprise Advisory
support Team (FEAST)



Refresh of the course

Course Qverview

Introduction to Finance

Costing Methodologies

Overview of Finance Statements

Overview of Financial Ratios

Finance Statements - P&L

Finance Statements - Balance Sheet

Finance Statements - Cashflow

Reviewing the financial position of a business using ratios
9. R&D Tax Credits

10. Project Appraisal Models

11. Sources of Finance

12. Analysis of Financial Information

13. Reviewing the financial position of a business using ratios
14. Collaborative Funding of Projects — 18/12
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Review

Financial Statements
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FINANCIAL PERFORMANCE FINANCIAL HEALTH

EARNINGS THROUGH A WHAT A COMPANY
PERIOD OF TIME OWES AND OWNS

FINANCIAL STATEMENTS
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CASHFLOW STATEMENT

CASH MANAGEMENT

CASH INFLOW AND
CASH OUTFLOW
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Review

Financial Statements

* Overview of a businesses performance through a specified period

* P&L

* Business Performance

* Revenue Levels

* Cost of Good Sold

* @Gross margin

* Overheads

* Net Margin ( EBITDA)

* Usually compared to prior year

* Internally compared to a forecast or budget

* Balance Sheet
e Value of Assets and Liabilities within a business

e Cash-flow

* How a businesses cash has flowed through the business.



Review

Liquidity Leverage Activity Profitabili
Ratios Ratios Ratios Ratios

They
measure the
firm's abity

tomeet
current
obligations.

Ratio
Analysis

These ratios
show the
propontion of
debdtand
equity
financing the
firm’s assets.

e

They reflect
the fem's
elfxiency n
vtilzing the
assets.

These ratios
medsure
overall
performance
&
effectiveness
of the fem,
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Review M/\II

A project is a means to achieve a goal by applying a certain amount of resources.

Resources Project Goal

Reference: Early Financial Appraisal , Making the initial choices, Samset K. (2010)



Review M/\II

A Project appraisal is a costs and benefits analysis of a proposed project with
an objective to adjudge is feasibility.

G
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4 I Managerial }

Project
Appraisal

S Y L
[ Legal }/ \ Qrgan|satlona| }
[ Commercial } [ Ecological }
[ Economic }
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Review M/\II

Financial Appraisals

[ Cost } [ Versus } { Benefits }

+ Fixed Cost « Additional Sales

* Running Costs « Efficiency Gains

» Cost of Funding * Gross Margin
Improvements

K / * Productivity Gains

« Site improvement
savings

< >

Remember your analysis is only as good as the strength of your data



Review

Financial Appraisals Tools

Payback
Period

Accounting
Rate of Return
(ARR)

|

Appraisal Tools

Internal Rate
of Return (IRR)

Index

|

4 Net Present N

Value
(Discounted

Cash Flow)
o

/
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Review M/\II

Objectives of the Module

Learning OQutcomes

Upon the successful completion of this module, the student should be able to:

» Critically analyse financial and accounting concepts and apply them to prepare detailed business
justification for innovation and manufacturing project investment.

» Comprehensively understand financial statement analysis to interpret complex data and prepare reports
analysing corporate financial statements.

» Systematically review and analyse the main theories of corporate finance and be able to apply them to
investment problems and financing decisions.
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