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Growing The Business Does
Not Need To Get Personal!

ow can you obtain cash
H to fund business growth

without increasing your
personal debt or taking on an
equity partner? Business
owners often find themselves
faced with wonderful market
place opportunities but then
become nervous at the thought
of incurring debt and placing
their own personal assets at
risk in order to realise those
opportunities.

Money raised by factoring
invoices is not “debt” (factoring
is defined by the Institute of
Factors and Discounters as “the
purchase by a factor and the
sale by a business of book
debts on a continuing basis,
usually for immediate cash”).
Advantages over debt include:

- Better Balance Sheet ratios.

Available funds increase as
billing’s increase - that is as
the business grows. In
other words, capital
becomes (in most cases)
automatically available as
the business grows. This is
not usually the case with
debt.

Book debts are the “first
way out”, not the family
home. This one is one to
think about very seriously.
If events go against the
business and the business
is unable to meet its debt
obligations to the bank, the
family home is often the
“first way out” for the bank
where bank facilities are
secured primarily by real
estate. The factor on the
other hand will turn first to
the book debts for recovery

of funds advanced. As
long as fraud has not been
committed on the part of
the proprietors, there is
little chance that the factor
will not be able to fully
recover its exposure to the
business leaving the
personal assets of the
proprietor alone.

Money raised by factoring is
obviously not equity.
Advantages over equity
include:

- Control (through share
holdings) is not diluted.
Factors are not going to
ask for board seats!

- Establishment costs are
significantly lower. This is
a value judgement,
however, it is difficult to
imagine that the nominal
legal costs involved in
establishing a factoring
facility are anywhere near
as large as the costs of
becoming “investment
ready” (hiring of
consultants, management
time) and other
establishment fees.

- The cost of servicing equity
may be zero in times when
the business is not
profitable but in times of

o
L
'_
'_
L
—
wn
L
Z

profit, equity funders will
seek high rates of return to
compensate the high risk
position of their
investments (which rank
behind both secure and
unsecured creditors).

Invoice finance can help the
business use its sales as
leverage to generate the capital
demanded by (and prerequisite
for) rapid growth. It provides
a steady and flexible source of
funds and utilises that asset
which may be in some cases
the businesses most valuable
(book debts) and yet often
ignored or not valued by
bankers (the bank may have a
charge over the assets of the
business, but is it advancing
funds against the assets of the
business or the directors real
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Cash Resources Factor In Success

mall and medium sized
Scompanies often have

difficulty growing the
business, when much of the

cash flow can be tied up in
unpaid invoices and bills.

Fourteen years ago, three men
realised the importance of
factoring and from this, Cash
Resources Australia was born.

Cash Resources Australia is an
independent finance company,
offering cash flow finance to
small and medium sized
businesses.

Alan Kaye, Managing Director
of the company said Cash
Resources has enjoyed a
consistent growth rate of at
least 20 percent over the last
four years.

Fourteen years after its
inception, the company is a
nationwide entity, with offices
in Sydney, Melbourne,
Adelaide, Perth and Brisbane.
The company also has clients
in Canberra and Darwin.

“There are a number of
private factoring companies,
but none of them are
genuinely Australia wide the
way we are,” Kaye said.

“We specialise in providing a
product which is known as
confidential discounting, rather
than factoring, though it is the
same industry,” Kaye said.

“When you factor, the finance
company is known to your
customers, because they
collect the money on your
behalf,” he said.

“With our service, our main
selling point is that it’s
confidential, so that our clients

customers do not know they’re
using us.”

The company provides invoice
finance to small and medium
sized companies and uses
trade accounts to raise
working capital. Businesses
which supply services or
goods then sell the invoices for
these

professional
outfit,” said one
of Cash Resources
clients, a Sydney-
based real estate
agency.

“We deal with
people at very
high levels of
business, we deal
with guys that run
public companies.

“Cash Resources
are absolutely
invaluable to any
business that needs to wait a
certain period of time to draw
commissions or to be paid for
their services.

In the real estate industry if we
walk in and show a
prospective buyer a property
and even if they decide to
purchase immediately, it still
takes a minimum of

transactions about 7 days to
to Cash exchange contracts.
Resources.

“ I'm “Then from the date
“Businesses - of exchange to
which sell su rp rised settlement can be
their goods more people  seven weeks or
or services aren’'t on to more. It's seven
to other o weeks with no
businesses this. dough. In certain
on credit times of the year,
terms, for such as the typically
example quieter times of
thirty days November and
or sixty December, waiting

days, will have difficulty
expanding,” Kaye said.

“An expanding business will
have more and more money
tied up in debtors. That will
stop them from having the
ability to grow,” he said.

“So you've got to turn business
away.”

“You couldn’t ask for a more

seven weeks can be bloody
difficult”.

“Apart from our industry, I'm
surprised more people aren’t
on to this. | don’t know how
Cash Resources do it for such
a minuscule fee”.

“Cash flow is a real problem
for small business. It's a way

of life these days, cash rules.”

“If you know you can get paid
as soon as the deal is done,
and you can have most of it
dropped in your account the
following day, it can really
give small businesses peace of
mind,” the agent said.

Cash Resources is a major
player amongst the small to
medium enterprise market,
according to Kaye.

“There was a conscious
decision by the company to
target small and medium sized
businesses as such companies
were normally under
capitalised.

“When they’re in growth
mode they find it more difficult
to attract funding,” he said.

“We have clients in a wide variety
of industries including printers,
transport companies, people in
labour hire, and furniture
manufacturers,” Kaye said.

Cash Resources

provides a more subtle
approach to improving
your cash flow




There Is No Substitute For Experience

he year 2000, will be

Cash Resources 15th

year of operation and
we are Australia’s largest,
longest standing, non-bank
owned factoring company.
Specialising in Non
Notification Factoring,
Business Loans and Trade
Finance, we are a major
contributor to Business
Finance in this country with
offices located in Brisbane,
Sydney, Melbourne,
Adelaide and Perth.
Over the years we have

developed a reputation for
professionalism and
awareness of our clients
needs. Many of our
personnel have been with us
since our establishment and
all have a broad knowledge
and experience in factoring.
What our clients want is
important to us and our
personnel have a positive
customer orientated attitude.

At Cash Resources we have
always presented a
continuous face to our clients

and our
personnel set out
to know our
clients very
closely. We
recognise that
personal details
can impact
heavily on a
business
relationship and
we respect the trust placed in
us, by our client. The feeling
of continuity and personal
attention, has earned us a
strong reputation for
excellence in a highly
competitive industry and
developed many long-term
client relationships.

In most forms of Business
Finance, provided the
regular repayments are
made, no further contact is
made with your financier
after the initial settlement.

SIMILAR TO A CREDIT CARD

perating in some

respects like a credit

card, Factoring
represents credit on money

that has already been earned.

When a business sends out
their monthly invoices, they
also send copies to us. Within
24 hours we send 80% of the
billed amount directly back to
them.

The credit card institution
“buys” the account receivable

and pays the merchant a sum
minus the “discount fee”. The
merchant now has instant cash
in the bank account. Cash the
business does not have to wait
30, 45, 60, or 90 days to
receive.

With this direct return on
billings, the business is able to
productively utilise their money
to expand, purchase more
stock, and to meet their
operating expenses in a more
controlled manner.

As the business receives
payment for their invoices,
these amounts are sent to us,
and at the end of the month
we refund the remaining 20%
less our discounting fee.

Its a simple and effective
means of ensuring a reliable
cash flow to meet cash
requirements.

Factoring/Discounting
provides the liquidity that
allows businesses to grow.

In factoring the facility only
commences with the initial
transaction, the continuity
and thoroughness with which
we get to know clients, also
ensures that we are more
than just “fair weather
financiers”. We recognise
that business does not
always run smoothly and we
have assisted many of our
clients through their rough
times. We seek to
understand our clients’
relationships with their
customers and any strategies
specific to their industries to
ensure the mutual success of
the arrangement.

Teamwork is important to us,
we seek to understand and
attend to our clients’
requirements and to maintain
harmonious, long term
working relationships.




