Joint Cluster Webinar:
- Export Finance
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Programme

* 09.30am —Introduction —Gillian Morrison, HIE

e 09.35am — International Customers in the Offshore Wind
Supply Chain — Paul O’Brien, DeepWind

* 09.45am —Supporting Working Capital and UKEF — Colin
Walls, Bank of Scotland

e 10.00am — Support to Win, Fulfil and Get Paid for Export
Contracts - Alistair McMillan, UK Export Finance

e 10.20am — Q & A session with Lynsey Shovlin, Forth & Tay = FORTH &TAYO
: OFFSHORE
* 10.30am - End of webinar ‘
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Export Finance

How many of your customers or
suppliers are overseas?

January 2021
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International Makeup of Offshore Wind
Companies — the Tier 1 Contractors
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Supply Chain for UK Projects

INDUSTRIAL
STRATEGY
CLUSTER

Components from China
and Korea are travelling
18,000-20,000 km by sea
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Questions to ponder e o

If your customer wants invoiced for your products and services in Euros
most companies would take steps to minimise the associated risk, yes?

If you win business from an overseas company and deliver to a market J J J

outside of the UK then that’s export, right? How do you minimise non [ [ ()
payment risk?

If you win business from an overseas company and deliver it to their
project/facility in Scotland/UK does it matter if the order comes from their
overseas office or their UK sales office?

Depending on the deal size, yes it does! Fogl;ll-:g&(.)réEY
Are you buying goods from a Scottish or UK supplier and, if so, do you ‘

know how UK Export Finance can help? N\
DeepWind

North of Scotland Offshore Wind Cluster
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Colin Walls
Regional Director, Trade & Working Capital Scotland.

FORTH & TAY O
OFFSHORE
&
.x. % /‘\
BANK OF DeepWind

SCOT LAN D L LOY DS BA N K North of Scotland Offshore Wind Cluster




COMMERCIAL BANKING

DEEPWIND AND FORTH & TAY

SUPPORTING YOUR WORKING CAPITAL AND
SUPPLY CHAIN

Colin Walls
Regional Director, Trade & Working Capital

Scotland.
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Managing the Trade Cycle

Understanding the trade cycle is critical to help understand where cash flow problems may occur for your client:

Contract Signed Goods Produced and Shipped Buyer Pays Supplier Goods Resold to End Buyer

Tendering Materials Sourced Supplier Invoices Buyer Good Arrive End Buyer Pays Invoice

1 1 1 1 1

YOUR FINANCIAL NEEDS
FUNDING GAP FOR A SUPPLIER FUNDING GAP FOR A BUYER

The working capital cycle is also central to the overall health and efficiency of your client’s business. Even small
delays in receiving funds can place considerable pressure on your client’s cash flow

+ _ CASH CONVERSION

CYCLE

Trade products are a great way for your client to increase their bargaining power with buyers or suppliers and to
unlock valuable working capital



Trade Cycle and Solutions

Contract Signed Goods Produced and Shipped Buyer Pays Supplier Goods Resold to End Buyer

Tendering Materials Sourced Supplier Invoices Buyer Good Arrive End Buyer Pays Invoice

1 ! 1

1 1

FUNDING GAP FOR A SUPPLIER FUNDING GAP FOR A BUYER

RISK MANAGEMENT
LETTERS OF CREDIT
CONFIRMATION AVAILABLE TO ADD LBG CREDIT WORTHINESS

DOCUMENTARY COLLECTIONS
TENDER PERFORMANCE, RETENTION & WARRANTY
GUARANTEE ADVANCE PAYMENT GUARANTEE GUARANTEES

WORKING CAPITAL

PRE-SHIPMENT FINANCE POST SHIPMENT FINANCE IMPORT FINANCE
IMPORT LETTERS OF EXPORT LETTERS OF
CREDIT CREDIT IMEORIEEOAN

IMPORT DOCUMENTARY IMPORT DOCUMENTARY PAPER PURCHASING/ DIRECT SUPPLIER
COLLECTIONS COLLECTIONS PAYMENTS
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Working Capital Management Tool
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GLOSSARY

Working Capial: The amount of fay-to-0ay operating fquwdry required fo fund 3 Dusness.

Debror Days: The average number of days it fakes & company io recelve payment from s debors, fhe
lower figure the beker.

Creditor Days: The average number of days ¥ fakes a business fo pay s debis with s suppilers.

Stock Days: The average number of days e company holds its stock before seling i

Cash conversion cycle: Measures the number of days faken befween spending cash and s recoliection &5
a result of normal day-day operaion of the business.

1 Day value: The working capial Impact of moving elther debfor, credior ar stock days by one day.
Histoncal Best: The yearvalue i which each mefric was af &5 Dest™. E.g. Minimum days for debior days
and stock days. Maximum days for crediior days.

Bestin Class: The maximum days for crediisr days out of the peer group sefected. The minimum days for
Stock 0ays and debior days.



Clean Growth Financing Initiative LLOYDS BANIK %

Green Asset Finance (through CGFI*) Green Trade Guarantees (through CGFI*)

Up to 25 basis point discount for Asset Finance relating to green = Upto 25 basis point discount for Trade Finance relating to green
investment and capital expenditure investment and capital expenditure, for the following Trade products:
= Discount available for 5 years from facility start date — Performance Guarantees

— Financial Guarantees

— Standby Letters of Credit

— Payment Undertaking Guarantee
— Import Letter of Credit

— Export Letter of Credit

— Documentary Collections

=  £25k minimum transaction size

= Sterling lending for new/additional UK capex and investment
(including second-hand assets)

= Loan purpose must be on the eligibility list

= Aside letter will be completed alongside the facility agreement to
document eligibility

= A deposit solution that allows you to progress towards sustainable Intelligent Safes (iSafes)
Investing in: = iSafes offer an end-to-end cash processing solution featuring same-day
— Renewable Energy credit, real-time reporting cash transportation and ultimately cash
— Offshore wind farm processing.
— Solar Energy = This means that collections only happen when required rather than on

] ) scheduled delivery dates.
= 95 day notice deposit

* Rate is set at Bank of England Base Rate - 0.05% Remote Deposit Capture (RDC - cheque scanners)

= 100% invested in green and social assets - renewables, energy = RDC offers a self-serve cheque scanning service suitable for both low and
efficient real estate, social lending to SME’s in the 30% lowest high volume cheque deposits, where the cheque is processed via ICS
income UK postal codes (Image Clearing System) Remote Deposit.

= This means that customers won’t need to travel to branches to get their
cheques scanned into the system.

*CGFI refers to our Clean Growth Financing Initiative, where we offer a margin discount for green investment and capital expenditures



COMMERCIAL BANKING

UKEF PRIMARY SCHEMES

* Bond Support Scheme
» Working Capital Support Scheme
« GEF
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UK Export
Finance

Support to Win, Fulfil and Get Paid for
export contracts in Offshore Wind.

Presenter:
Alistair McMillan— Export Finance Manager - Renewables & Clean Tech

§ EXPORTING

BRITAIN & NORTHERN IRELAND



Mission

To ensure that no viable UK export fails for lack of finance or insurance from
the private sector, while operating at no net cost to the taxpayer
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About UK Export Finance

The world’s first export credit agency, established in 1919

Work with Department for International Trade, Her Majesty’s Treasury and over 70
private lenders and credit insurers

Complement, not compete with the private sector

« Engagement with your bank or your insurance broker is a critical factor of UKEF support

We support UK businesses that export — our tried and tested product range includes:
« Export insurance policies
« Buyer finance

« Working capital products

 Named Best Export Credit Agency by Global Trade Review and Trade Finance Global



Renewables / Clean Tech 2020:
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Clean Growth Objectives

To continuously adapt and focus our activity on sectors and countries where UKEF support will

have the greatest economic benefit for exporters and suppliers of all sizes and across all of the UK.

Supporting the global transition to a low-carbon economy by: |
 responding to the evolving needs of UK companies

« promoting support for clean growth, transition and climate
adaptation/resilience technologies

 supporting the cross-government Green Finance and Clean
Growth strategies
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UK Export Finance Product Portfolio
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All UKEF products can support offshore wind projects

Financing Guarantees Insurance

Win contracts: attractive
financing terms for overseas
buyers of UK goods and
services can help exporters
make their offering more
competitive

* Buyer Credit Facility
« Direct Lending

« Supplier Credit Financing
Facilities
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Formosa 2 — Offshore wind in Taiwan

Project sponsor: Macquarie’s Green Investment Group and
Swancor Renewable Energy

Buyer: Taiwan Power Co

Clean growth features:

« Taiwan is developing 5.5GW of offshore wind up to 2025
and has an ambition of a further 5GW up to 2030

« Formosa project involves construction of 47 new turbines
generating 376 megawatts of green energy

« UK content includes wind turbines, foundations and auxiliary PROJECT LOCATION: Taiwan
facilities PRODUCT: Buyer Credit, NT$9.2 billion (£230m)

* many international OffShOI’e W|nd Companies, inCIUding 18 from Financing provided over 18 years in local currency
the UK, have set up operations in Taiwan to help develop local to protect buyer from currency fluctuations.
industry in collaboration with Taiwanese partners
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All UKEF products can support offshore wind projects

Financing Guarantees Insurance

Fulfil orders: help companies
access the support they need
to fulfil a contract, giving them
the confidence to take on
more contracts and increase
their turnover

« Bond Support Scheme

« Export Working Capital
Scheme
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Case study: First Group

Opportunity

UK REGION: Aberdeen

» First Subsea, part of the First Group, is transitioning from DESTINATION MARKET: France

supplying predominantly oil and gas projects to renewable energy

SECTOR: Engineering, renewable energy
PRODUCT: Bond Support Scheme

* the business won a contract to design, manufacture and supply
cable protection systems for the Saint Brieuc offshore wind farm in
Brittany

Qutcome

« we provided a guarantee through our Bond Support Scheme to
First Subsea’s bank, Clydesdale Bank, to free up working capital
to fulfil the contract



https://www.gov.uk/guidance/bond-support-scheme-overview-and-how-to-apply
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Case study: PCT Group Sales

Opportunity

« secured £3 million contract to supply cranes to build wind turbines
for the Neart na Gaoithe (NnG) offshore wind farm

« contract required PCT to supply performance and advance
payment bonds upfront, which would have placed a strain on the
company’s resources

Outcome UK REGION: Glasgow

SECTOR: Engineering, bl
- UKEF provided PCT’s bank with a guarantee for 80% of the bond, ECTOR: Engineering, renewable

energy
allowing the company to retain working capital for its business PRODUCT: Bond Support Scheme

operations and fulfil the contract



https://www.gov.uk/guidance/bond-support-scheme-overview-and-how-to-apply

UK Export

Finance Products

All UKEF products can support offshore wind projects

Financing Guarantees Insurance

Get paid: help companies and
iInvestors manage risks in
challenging markets, ensuring
that they get paid even
where the private market is not
able to offer insurance

 Bond Insurance Policy
« Export Insurance Policy

 Qverseas Investment
Insurance (for investors)
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Case study: Bioguard Hygiene

Opportunity

« won export order of £90,000 from Middle Eastern pharmacy
chain — much larger than usual business and had potential to be
repeat order

« Bioguard sought extra financial protection should anything go
wrong

OQutcome UK REGION: Northampton

DESTINATION MARKET: Middle East
« UKEF worked with Bioguard to tailor bespoke single-market SECTOR: Manufacturing — cleaning products

Export Insurance Policy PRODUCT: Export Insurance Policy



https://www.gov.uk/government/case-studies/ukef-helps-bioguard-hygiene-find-export-success-in-the-middle-east

UK Export
Finance

Eligibility
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Eligibility — Guarantee Schemes

Applicants must:
* Be carrying on business in the UK

« Have entered into a contract for the supply of goods/services
with a company that carries on business outside the UK

« Satisfy our foreign content policy (at least 20% UK content)

 Satisfy our anti-bribery and corruption and environmental,
social and human rights due diligence processes
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All UKEF products can support offshore wind projects

Financing

Guarantees

Insurance

Win contracts: attractive
financing terms for overseas
buyers of UK goods and
services can help exporters
make their offering more
competitive

* Buyer Credit Facility
« Direct Lending

« Supplier Credit Financing
Facilities

Fulfil orders: help companies
access the support they need
to fulfil a contract, giving them
the confidence to take on
more contracts and increase
their turnover

« Bond Support Scheme

« Export Working Capital
Scheme

« General Export Facility

* Export Development
Guarantee

Get paid: help companies and
iInvestors manage risks in
challenging markets, ensuring
that they get paid even
where the private market is not
able to offer insurance

 Bond Insurance Policy
« Export Insurance Policy

 Qverseas Investment
Insurance (for investors)



UK Export

Finance
General Export Export Development
Facility Guarantee

Support is often needed at very early stages of

Flexible guarantee to cover a range of bank facility development on the innovation to export pathway;

types, in order to unlock financial support for the
general business activities of UK exporters. Export Development Guarantee (EDG):

General Export Facility (GEF): . .
P y( ) * isaimed at larger exporters (minimum

- Can support bank facilities valued below £25 transaction size of £25 million)
million « Guarantees up to 80% of the banks’ risk
« Guarantees up to 80% of the banks’ risk * has maximum loan repayment term of up to 5
years (under review)
* Maximum guarantee cover period of 5 years « Eligibility under review to provide enhanced

- Accessed directly through a participating bank support to this sector

« Accessed by contacting UK Export Finance



Alistair McMillan
alistair. mcmillan@ukexportfinance.govaik-
Mob: 07880 479858 '
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Question and Answer Session



