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Business models &
financial models

Impact Finance

SME Financing: good business
models from the perspective of
a lender, conditions

YOUR
INVESTMENT
HAS A STORY

TO TELL

Impact Finance

Investments in sustainable

companies with a high
social, environmental and
| economic impact at the base @&
of the pyramid
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Strong focus on investments creating positive impact at the

Base of the Pyramid.

Water & Sanitation, Renewable Energy, Business
Technologies, Sustainable Agriculture, Social Housing.

Strong business model and clear business plan and
projections. Strong management team and good governance.

Debt for working capital and fixed assets; 6 months
to 6 years; currencies: EUR, USD, CHF; CHF 200,000 to 5,000,000; interest rate 9

to 12% annually, quarterly reporting.

The promoter of the projects needs to:

Change his mindset

Define his market

Improve his team

Find stakeholders to support him

Setup a strategy including milestones
and targets

Select the most appropriate legal entity

Prepare financial projections

=> MAKE A BUSINESS PLAN !

Not-for-profit company For-profit company
Equity with no ownership Equity with ownership
No equity to raise Usually higher amount of
equity
Low amount of equity, Risk of dilution in the mid to
difficult to scale up long term

www.impact-finance.com

INCANDESCENT
LAB

The Incandescent Lab

The Incandescent Lab is the TA unit of
Impact Finance. It’s main purpose is to
support early stage projects to develop
an accurate business model that
matches the local environment. It offers
the following dedicated services :

¢ Conducts market studies to assess
the feasibility to implement a pilot
project in a specific environment
with a focus on emerging countries.

e Supports such projects to fine tune
their business models and adjust it
to specific local conditions.

e Prepares a road map with the
project to rollout the pilot project.

¢ Coaches the pilot project to
establish a sustainable stakeholders’
network.

* Prepares financial projections with
several scenarios for scale up.
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Profit & loss and balance sheet

Profit & loss M1 M2 M3 M4 M5 M6 M7 M8 M9
Income 0 1 2 3 3 5 6 7 8
Expenses -3 -3 -3 3 -4 -4 -4 4 -4
Net profit -3 -2 -1 0 -1 1 2 3 4
Net profit cumlated -3 -5 -6 6 -7 -6 -4 1 3
Cash flow

Cash begining of period 0o 3 1 0 0 -1 0 2
Cash in from sales 0O 1 2 3 3 5 6 7 8
Cash out from operations -3 -3 -3 -3 -4 -4 -4 -4 -4
Cash out for fixed assets -4

Cash in from Initial equity 10

Cash in from IFMloan 4
Cash end of period 3 1. 0 0 0 2 5 13

IMPACT

FINANCE

Break even point

Leverage

Initial equity
Initial equity

First years of operations are usually negative and losses are covered with equity.

When reaching the break even point, leverage becomes possible for scale up.

Equity covers operational losses and fixed assets investments.

Debt is used mainly for working capital but can also be used to finance fixed assets.

Cash flow (last line) must always remain above zero.

Need a sound monitoring system (P&L, balance sheet, cash flow and operations).

Retained
earnings

IMPACT
FINANCE
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Hydrologic is a social enterprise that improves access
to clean water by producing Ceramic Water Purifiers
(CWPs) have been a common standard for household

Amount : USD 300,000
Interest Rate /

quarterly
repayments:
Maturity (exp.): 36 months
Filters sold (2011): 40,000 units

Impact Monitoring

Economic n

Environmental I.ID

Governance

Human rights

Labour practices

Product responsibility

Society

water purification in developing countries.

Risks Monitoring

Governance
Management
Product/services
Market and clients
Providers and suppliers
Financial Performance
Transparency




IMPACT
FINANCE
) USRI Eondo  de Desarrollo Local is a  microfinance
{[] . . . . . .
repayments: ey institutions in Nicaragua. The loan will be used to
Maturity (exp.): 36 months f f I f 150 I I S I I
ol nesore vspsrsonoce  finANCe @ portfolio o solar panels. Solar panels
PARS0 days 4.7% will be provided by Ecami, a well known distributor.
Impact Monitoring Risks Monitoring
Economic Governance
Environmental Management & organization
Governance Products and services
Human rghts Mkt & Cients
Labour practices Providers & Suppliers
Product responsibility Financial Performance
Society Transparency
1 2 3 1 2 3
IMPACT
FINANCE
o e USDAs0000 Apka collects hazelnuts from small scale farmers in Georgia
repayments: anually and exports them in Italy, Germany and Switzerland. In 2013, a
Maturity (exp.): 8.5 months

Revenues 2011: USD 1,700,000

Impact Monitoring

Economic

Environmental
Governance

Human rights
Labour practices

Product responsibility

Society

new processing plant will be build and by 2014, the farmers
will move to organic production.

Risks Monitoring

Governance
Management & organization

Products and services
Market & ients

Providers & Suppliers
Financial Performance
Transparency
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Hydrologic:

Difficulties to clearly estimate the sales
growth.

Insufficient equity.

FDL:

Difficulty to assess the quality of the
solar provider.

Difficulty to assess the microfinance
market in Nicaragua.

Anka:

Confused business model.

Weak governance.

Hydrologic:

Committed shareholders.

Proven technical solution.

FDL:

Effective impact on rural population.
Risk is mitigated by strong experience of
the MFI.

Anka:

Strong partnership with Swiss importer.
Business skills of the General Manager.

e  First contact

¢ Information & discussion

e Pre-Selection Committee

e Due diligence in the field (2 days)
* Investment Committee

* Investment & monitoring

Impact Finance Management S.A.

Switzerland
Rue du Mont-Blanc, 21
1201 Geneva, Switzerland
T. +41 22 731 05 60
info@impact-finance.com

Business Plan and financial
projections

Audited and non-audited accounts
Legal documents (bylaws, license,
etc.)

Management presentation
Shareholders & Board members

Impact Finance Management S.A.

Italy
Via Rigola 7
20159 Milan
Tel: +39 02 3656 5018
www.impact-finance.com
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