
Planning in advance of commencing a 
debt raise process:
-	Helps	to	raise	finance	in	a	timely	
manner	by	mitigating	unforeseen	
delays;

-	ensures	management	make	the	most	
effective	use	of	their	time;	and	

-	provides	a	foundation	from	which	to	
obtain	optimal	financing	terms	from	
prospective lenders. 

This	article	summarises	the	key	factors	
a	company	should	consider	when	
preparing for a debt raise process and 
identifies	the	steps	management	should	
take	prior	to	kicking	off	a	fundraising	
exercise. 

1. Business Plan Preparation 
A	business	plan	is	essentially	a	road	map	
of	how	an	organisation	will	achieve	its	
stated	strategic	goals	over	the	short,	
medium	and	long	term.	It	provides	
management	with	direction	and	focus	in	
achieving	these	targets.	An	organisation’s	
future	financing	requirements	will	largely	
be	driven	by	the	company’s	business	
plan,	and	specifically	what	growth	
objectives	management	wish	to	pursue	
-	e.g.	organic	growth	in	existing	markets,	
or	mergers	and	acquisition	led	growth.	

Having	clarity	on	what	a	company	
is	seeking	to	achieve	over	a	certain	
timeframe	will	be	fundamental	to	

determining	the	likely	financing	
requirements	and	capital	structure	
options. 

A	debt	advisor	can	give	guidance	and	
direction	to	the	company	on	its	business	
plan	and	will	highlight	the	key	areas	
and	likely	considerations	a	prospective	
debt	provider	will	focus	on.	Being	aware	
of	how	a	potential	debt	provider	will	
view	the	business	forearms	a	borrower	
going	into	a	process.	These	insights	
also	provide	guidance	as	to	what	kind	
of	debt	structure	a	company	should	
seek	to	put	in	place,	and	likely	impact	
on	shareholders	arising	from	such	debt	
strategies. 

Factors	to	Consider	when	Preparing	
for a Debt Raise
Introduction 

Preparation	and	planning	is	critical	to	achieving	success	in	all	areas	of	
business	and	it	is	no	different	when	it	comes	to	raising	debt	finance.	
This	is	even	more	so	the	case	given	the	uncertainty	and	volatility	
caused	by	the	prevailing	Covid-19	pandemic.	
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2. Financial Model Preparation
A	key	component	of	the	business	plan	is	
the	company’s	financial	model	which	sets	
out,	in	detail,	the	financial	projections	for	
the	business.	A	financial	model	should	
match	the	term	of	the	strategic	plan	
(at	a	minimum	projections	for	5	years	
should	be	included)	and	include	a	fully	
integrated	Profit	and	Loss	Account,	Cash	
Flow	Statement	and	Balance	Sheet.	The	
assumptions	underpinning	the	model	
should	be	clearly	listed	and	the	model	
should	also	provide	flexibility	to	run	
scenario	and	sensitivity	analysis.	

A	debt	advisor	will	provide	guidance	on	
the	key	areas	of	the	financial	model	which	
lenders	will	focus	on	as	part	of	a	debt	raise	
process.	While	building	a	good	working	

financial	model	can	take	time,	it	is	a	
necessary	investment	and	will	underpin	an	
efficient	debt	raise	process.	Furthermore,	
it	is	a	valuable	piece	of	intellectual	property	
for	a	company,	which	can	be	updated	
regularly	and	used	going	forward	for	
both	historic	reporting	and	forecasting	
purposes.	

Ideally	a	financial	model	should	be	
prepared	on	a	monthly	or	quarterly	
basis	(rather	than	annual	basis),	as	this	
will	be	required	when	it	comes	to	setting	
financial	covenants	as	part	of	the	credit	
approval	and	loan	documentation	
phase.	Furthermore,	businesses	which	
are	heavily	impacted	by	seasonality	
factors,	commodity	price	movements	or	
working	capital	volatility	should	prepare	

forecasts	on	a	quarterly	or	monthly	basis	
so	that	effects	of	such	fluctuations	can	
be	analysed,	appropriate	levels	of	debt	
facilities	are	raised	and	sufficient	financial	
covenant	headroom	is	built	in.	

The	financial	model	and	projections	to	be	
provided	to	prospective	lenders	should	
be	based	on	conservative	“Bank	Case”	
forecasts,	as	opposed	to	aspirational	
“management	Case”	projections.	This	
will	ensure	operational	flexibility	and	
headroom	is	maximised	when	financial	
covenants are being negotiated and set. 
Failure	to	have	a	robust	financial	model	in	
place,	prior	to	commencing	the	debt	raise	
process	can	add	significant	delays	to	the	
fundraising	timeline.

Business Plan 
Preparation
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Due 
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Memorandum 
Preparation
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3. Options Analysis
Once	a	detailed	business	plan	and	
financial	model	has	been	prepared,	a	
company	needs	to	consider	what	financing	
structures	and	facility	types	will	support	
its	strategic	objectives	and	risk	appetite.	
Failure	to	conduct	proper	options	analysis	
prior	to	commencing	the	debt	raise	
process	may	lead	to	an	unsuccessful	
process	where	the	required	facilities	are	
not	raised,	or	potentially	the	wrong	type	of	
structure	or	facilities	are	secured.	

Similar	to	trends	seen	internationally,	
the	breadth	of	debt	funding	options	
available	to	Irish	businesses	of	all	sizes,	
and	the	increasing	complexity	of	decision	
making,	is	driving	a	greater	prominence	
and	requirement	for	debt	advisors.	Debt	
advisors	work	with	prospective	borrowers	

to	navigate	the	range	of	financing	
structures	and	funders	available	in	the	
market	and	across	specific	sectors	and	also	
support	the	company	and	its	stakeholders	
to	identify	the	most	appropriate	financing	
structures	and	funding	partners	to	
approach.

Traditional	banks	are	often	constrained	in	
the	level	of	funding	(both	leverage	multiples	
and	cheque	size)	which	they	can	provide,	
due	to	stringent	capital	requirements	and	
other	banking	regulations.	The	growth	in	
the	number	of	alternative,	or	so-called	
“direct	lenders”	in	the	Irish	market	in	
recent	years	has	significantly	increased	
the	range	of	funding	options	available	
to	Irish	businesses.	The	new	sources	
of	debt	financing	include	domestic	and	
international	credit	funds	which	are	

large,	often	times	pension	fund	backed,	
institutional	lenders,	with	the	ability	to	
provide	financing	ranging	from	€3m-	
€300m	for	businesses	seeking	financing	
beyond	the	norms	(in	terms	of	leverage,	
structure	flexibility	etc)	of	traditional	banks.	
Other	alternative	lenders	in	the	market	
include	Asset	Based	Lenders	(ABL),	venture	
debt	providers,	specialist	working	capital	
providers,	platform	and	peer	to	peer	
lenders,	and	family	offices.	Investing	time	
to	explore	the	various	financing	structures	
and	facility	types	available	will	help	ensure	
the	most	appropriate	funding	package	
is	implemented,	to	support	a	company’s	
objectives. 
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4. Information Memorandum 
Preparation 
An	Information	Memorandum	(“IM”)	
is	a	document	produced	as	part	of	a	
fundraising	process	for	the	purposes	
of	sharing	with	prospective	funders.	
A	company’s	appointed	debt	advisor	
will	prepare	the	IM,	with	the	input	of	
Management.	Preparing	a	detailed,	clear	
and	accurate	IM	is	vital	in	order	to	secure	
optimal	debt	facilities,	as	this	document	will	
form	the	basis	of	a	competitive	process,	
run	by	a	debt	advisor	amongst	selected	
prospective	funders.	

The	debt	raising	IM	should	at	a	minimum,	
address	the	following	key	areas:	
•	An	introduction	to	the	business	and	
details	of	the	goods	sold	/	services	
provided	and	markets	it	operates	in;

•	A	profile	of	the	management	team;	
•	An	outline	of	the	company’s	strategic	plan	
and	intended	use	for	the	debt	facilities	
being	raised;

•	Analysis	of	a	company’s	historic	financial	
performance;

•	Funding	requirement,	including	financial	
projections	which	show	the	capital	
structure	post	debt	raise;	and

•	Summary	of	key	credit	strengths	and	
mitigating factors to perceived credit 
risks.	

An	IM	should	provide	accurate	and	
sufficient	detail	to	enable	prospective	
funders	make	an	informed	decision	on	a	
company,	thereby	enabling	debt	providers	
to	be	in	a	position	to	offer	indicative	Heads	
of	Terms	for	the	requested	debt	facilities.	
While	an	IM	should	look	to	bring	out	the	
positive	aspects	of	a	company,	particularly	
from	a	credit	perspective,	it	is	imperative	
that	it	is	accurate	and	realistic,	so	issues	or	
delays	relating	to	deliverability	of	funding	
are	not	encountered	at	a	later	stage.	

5. Due Diligence Preparation 
The	due	diligence	process	will	be	a	
key	point	of	focus	for	a	prospective	
funder,	particularly	if	a	debt	provider	
is	entering	into	a	new	relationship	with	
the	company.	Through	the	due	diligence	
process	the	debt	provider	will	look	to	
gain	independent	comfort	that	there	are	
no	material	variations	from	the	company	
information	presented	in	the	IM	or	other	
materials provided. Financial and legal 
due	diligence	are	the	most	common	areas	
examined,	however,	depending	on	the	
type	of	business	and	industry	in	which	
it	operates,	some	funders	may	require	
further	diligence	to	be	conducted	such	
as	commercial	or	technical	due	diligence.	
Prior	to	commencement	of	the	diligence	
process,	management	should	take	
preparatory	steps	to	ensure	there	are	no	
delays	or	issues	encountered	during	due	
diligence,	as	this	will	ultimately	delay	the	
overall	fundraising	timeline.	Such	steps	may	
include:
•	Reviewing	and	simplifying	the	Corporate	
Group	structure;

•	Liquidating	dormant	or	inactive	
companies;

•	Perfecting	any	legacy	property	title	
issues;

•	Ensuring	financial	information	is	up	to	
date	and	Audited	accounts	are	signed	off	
and	reconcile	to	management	accounts;	
and

•	Collating	Anti	Money	Laundering	(“AML”)	/	
Know	Your	Customer	(“KYC”)	documents	
such	as	proof	of	beneficial	owners	of	the	
company,	certificate	of	incorporation,	
proof of address etc. 

The	due	diligence	process	will	be	a	key	point	
of	focus	for	a	prospective	funder,	particularly	
if	a	debt	provider	is	entering	into	a	new	
relationship	with	the	company.

Factors	to	Consider	when	Preparing	for	a	Debt	Raise
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Competitive process to 
optimise:
• Arrangement Fees
• Commitment Fees
•	Margins	
•	LIBOR	/	EURIBOR	floors
• Covenant setting and 
definition

•	Facility	term
• Permitted 
indebtedness,	capex,	
working	capital	buckets

•	Reduces	cash	flow	and	balance	sheet	risk
•	Optimal	cost	of	capital	achieved
•	Saves	management	time	so	that	they	can	
focus	on	core	business	activities	

•	Time	consuming	
process

•	Work	closely	with	
management 
whilst	freeing	up	
management	to	focus	
on	running	their	
business

•	Due	diligence	
preparation

•	Understand	what	
lenders	require

• Assist in completion 

Ensure	the	following	risks	
are mitigated:

•	Default	risk
•	Refinance	risk
•	Liquidity	risk
•	FX	and	IRS	riskOptimal Cost 

of Capital and 
Commercial Terms

Saves 
management 
time

Mitigate Risk 

Grow 
Shareholder 

Value

Conclusion
The	preparation	for,	and	running	of,	a	debt	raise	process	
can	be	a	time-consuming	exercise	and	can	distract	
management	from	the	core	day-to-day	activity	of	
running	a	business.	

By	engaging	a	third	party	debt	advisor,	a	company	can	
ensure	that	it	is	well	prepared	for	the	process,	and	by	
leveraging	off	the	expertise,	resources	and	structured	
processes	of	an	advisor,	a	company	can	ensure	that	it	
raises	the	optimal	financing	terms,	but	does	so	most	
efficiently,	thereby	minimising	management	distraction	
and	delivering	the	best	outcome	for	all	stakeholders	in	
the	business.
 

The	key	benefits	of	planning	and	preparing	well	for	a	debt	raise	
process	can	be	summarised	as	follows:
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