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MELBOURNE CONTRACTOR
PAINTS A BRIGHT FUTURE

A small Melbourne Painting
company specialised in painting
flats and apartments immediately
the property is vacated in
readiness for new tenants.

The business commenced
operations in 1997 and with the
buoyancy of the Melbourne
Property Market, the business
grew rapidly. The owner of the
business had an extensive
network of contacts with the
major real estate groups and
property management companies
and soon he could not handle
the volume of work himself.

He then engaged a crew of two
subcontractors to handle the
overload work. Initially this
arrangement worked well,
however, as the demand for his
services grew the availability of
subcontractors was diminishing
and it was increasingly difficult
to maintain the high standard of
workmanship he was renown for.

With a fierce desire to grow the
business the contractor, with the
assistance of a small bank
overdraft, decided to employ his
own crews with his own
equipment and vehicles. This
business began snowballing. As
demand continued he added
new crews which meant new
vans and new equipment and a
substantial paint and materials
bill.

In just eleven months since he
started he had grown to employ
four crews of two men, plus
himself and he was still
struggling to keep up with the
work.

However, trouble was looming.
When the contractor was
operating by himself he had
originally arranged to bill the
property manager or real estate
agents on completion of the job
and provide 30 day terms. As a
single contractor this was not a
huge problem but now he had to
find funds for 9 wages each
week, plus lease payments,
superannuation, petrol and of
course the paint suppliers who
invoices each month.

To compound the problem
payment from his customers was
drifting out to between 45 and
60 days and sometimes longer,
because he simply did not have
the time to chase the accounts.
He had utilised the overdraft and
unfortunately the bank was not
willing to extend it.

Early in 1998, the contractor had
received a mailer from Cash
Resources so he decided to
investigate. As a result the
business implemented an Invoice
Discounting strategy through
Cash Resources, where once the
job is completed the contractor
bills the agent direct and sends a
copy to Cash Resources. Cash
Resources then pays the
contractor up to 80% of the
value of the invoice within 24
hours. As invoices are paid the
contractor forwards these to
Cash Resources who then remits
the remaining 20% less fees.

As the owner of the business
explained, “We were on the
brink of disaster when we
contacted Cash Resources.
However, as our Cash Resources

Consultant promised, the
turnaround was felt immediately
and has enabled us to achieve
the secure financial position we
enjoy today”, he said.

Today the company has
increased its annual turnover to
just under $3 million. It has
expanded into general property
maintenance, including building
repairs and minor alterations,
carpet cleaning and even
gardening. The owner has
dropped his paint brushes to
manage the business along with
three other administrative staff
and a team of 23 trades people.
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Invoice Discounting offers the real cash
flow benefits that factoring offers but
without the need to lose control of your
sales ledger and existing methods of
credit control. It is usually (but not in
every case) a confidential service
(known as “C.1.D” - Confidential
Invoice Discounting or “D.1.D” -
Disclosed Invoice Discounting).

Factoring companies usually look for
well established profitable businesses
with an effective and professional sales

One of the major strengths with the Cash
Resources Confidential Invoice
Discounting facility is that you can
selectively sell your invoices.

The commercial decision of whether to
sell or not to sell an invoice should be
based on no other premise than your
Company’s cash flow and growth
requirements at a particular point in time.

Call us If.....

ledger administration system, before
they are prepared to offer this form of
facility.

Service charges are usually much lower
than for factoring for the obvious reason
that the sales ledger administration is
still your responsibility.

Discount charges vary from case to case
but are usually between 2% and 4% of
the invoice value. Often a discounter
will try to match or beat the rate

To sell or not to sell

To suggest that a client who religiously
pays you for your goods or services 7, 14
or 21 days should never be discounted is
a misnomer, as the reality is your
business may require cash to take
advantage of early payment discounts or
bulk purchasing discounts, sooner than
the 7, 14 or 21 day payment cycle of
your ‘bread and butter’ accounts.
Alternatively, during those periods where

How Invoice discounting
differs from factoring

currently being charged by the client’s
bankers.

As mentioned earlier, Invoice
Discounting is becoming increasingly
used alongside stock finance, term
loans and trade finance to offer a full
asset based lending package. Many
providers of invoice/receivables finance
have brought a new, dynamic and
creative set of solutions to age old
problems - often with very attractive
cost structures.

your business is not traditionally busy
and cash flow is not critical to growth
and creditor repayment, our facility gives
you the discretion to sell or not to sell
your ‘bread and butter’ invoices.
Importantly, the selective facility enables
you to better organise your companies
cash flow requirements giving greater
flexibility to place your business at a
competitive edge.
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Small businesses turn to
Invoice discounting as a
viable financial option

The owner of a Sydney
Windscreen Replacement Shop
had the kind of bitter-sweet
problem that faces many new
small business owners.
Business at his shop was
growing, but the company still
found itself facing cash
shortages. The glitch was
caused by the fact that many of
the jobs done at the shop are
paid for by insurance
companies, while the company
needed the money immediately
for inventory.

The owner turned to Cash
Resources for a plan to solve
his cash flow problems. In

Helping a business climb off the floor

When the owners of a
Brisbane Flooring Company
needed cash to keep their
business running, they knew
better than to turn to their
bank.

Just a year earlier, their bank
of five years knocked them
back, as did other leading
lending institutions.
Basically the problem was
security or lack of it to be
precise. They did not own
their own building and had
very little equity in their
private home.

The business was not
suffering a shortage of
business, in fact they had
more business than they
could cope with, however,
without more cash the
business could not afford to
increase staff and buy
materials for the jobs already
underway.

The owners then approached
Cash Resources Australia

Invoice discounting, a
company sells its accounts
receivable to a Invoice
discounting house rather than
waiting for money from the
client. The service, which has
the luxury of time, can wait to
collect accounts receivable
later.

The cost involved to the
company, is a minimal fee
depending on the length of
time before the bill is paid.

But the benefits are that the
company is able to meet
payroll, finance marketing
efforts to bring in even more
business, or buy needed stocks.

who suggested an invoice
discount facility. “Cash
Resources was prepared to
advance money against our
debtors invoices without the
collateral the banks were
demanding”, explained one
of the owners.

“This was a new beginning
for us. We were able to bid
on and win more new
contracts and importantly,

Invoice discounting enabled
this business to take off. “I
wouldn’t have been able to
buy the needed stock”. “For
us it was a must because we
were just getting started and
things were tight”, a
spokesman for the company
explained.

This situation provides an
excellent example of how a
small business can run into
cash flow problems. Many of
its customers use insurance to
pay for their new windscreens
and other repairs. Those
claims can take several weeks
to process.

we were able to concentrate

on growing our business
without a constant financial
threat hanging over our
heads”, he said.

Today, the company employs

over 40 full time staff,
profitability has increased
dramatically and the

company is now considered

a leading contractor in its
field.

Mark Butler - Business
Development Manager,
Melbourne

Executive
Profile

Mark Butler has had a long
career in business finance,
including an extensive career
in Floor Plan.

Mark’s background has given
him an understanding of the
requirements of small to
medium sized enterprises and
places him in a position of
being able to assist
businesses across a wide
range with their cash flow
needs.

Sport has been a major
influence in Mark’s overall
development. He has had an
outstanding career in the
sport of Lacrosse where he
has played and captained the
National Australian side.

This requires motivation and
dedication to stay at the top.
Mark has brought these
qualities with him to Cash
Resources.



