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When Success Can Almost
Lead To Fallure

hen the Managing

Director of a
Melbourne engineering and
manufacturing company
returned home after a three
day trade exhibition in Sydney
he was exuberant. The
exhibition had been a raging
success, virtually everyone he
presented his innovative
construction equipment had
shown interest. Many had
placed orders on the spot.

The future looked rosy and he
looked forward to developing
ongoing business relationships
with the people he met in
Sydney.

However, fulfiling these new
orders meant more materials
needed to be purchased, new
employees would need to be
hired, existing employees
would need to be working
overtime while shipping and
handling costs would
skyrocket.

The Managing Director had a
crisis on his hands despite his
success in Sydney. Instead of
launching into a period of
strong sales the Managing
Director was frantically
searching for capitalisation,

while putting off expectant
customers.

His pleads to traditional
sources of finance fell on deaf
ears, with no additional
security to offer he had
exhausted his ability to
borrow from the banks.

The company had recently
received a mail piece on
factoring / invoice discounting.

As a result Cash Resources
Australia was called in and an
invoice discounting deal was
put into place, where by
immediately the company
shipped orders, invoices were
raised and within 24 hours
Cash Resources would pay
them 80% of the total
invoices.

This enabled the company
to meet their commitment
to staff, suppliers and fund
what has turned out to be
spectacular growth.

This cash flow crisis occurred
in May 1998 and in just under
20 months the business has
grown dramatically. Through
a trade exhibition in Germany
they now have regular

customers throughout Europe.
Sales of their product range in
Australia and New Zealand
have almost trebled and the
staff has grown from 12 to 31.
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Who is Cash Resources
Australia?

Cash Resources Australia
(CRA) was established in
1985 as an independent
finance company
specialising in cash flow
finance for small and
medium enterprises. From
offices in Melbourne,
Sydney, Brisbane, Adelaide
and Perth we help businesses
to grow in industries which
include wholesaling,
importing/distribution,
manufacturing, transporting
and business services.

What exactly is Invoice
Discounting (also known as
“Confidential Factoring)?

Invoice Discounting is
simply the use of
outstanding trade accounts
to raise working capital.
Invoice Discounting is not a
loan. It is a means of
putting your business’s most
vital asset (the debtor’s
ledger) to work to bridge
the cash flow gap between
the time your products
and/or services are provided
and/or the time payments
are received.

How does Invoice
Discounting work?

As you deliver your
goods/services to your
customers, the invoices you
raise may be sold to CRA,
freeing up to 80% of their
value almost immediately.
The remaining 20% is
advanced on a monthly basis
as debts are collected. You
simply forward copies of the
invoices to CRA. Funds
raised are usually deposited
to your bank account within
24 hours. You retain control
over your accounting
functions, credit
management and collections
(and the important
relationship you have with
your customers).

Who sets Credit Limits?

The setting of customers credit
limits is left entirely to you.
We will advise you when we
believe you are over
extending credit to a specific
customer - simply to help you
avoid unnecessary bad debts.

Your debtors continue to deal
with your customer directly -
the arrangements between
CRA and your firm remain
confidential. As you receive
payment, you deposit
cheques directly into CRAS
bank account.

What types of invoices are
acceptable?

Just about any valid invoice
for services performed or
products delivered.

What is required before an
invoice may be funded?

Your customer must be
creditworthy and your
product or service must be
completed, delivered, and
accepted by that customer.

Do we bill on our
letterhead?

You continue to bill normally.

Cheques may be made
payable to you, and
mailed to you.

What does it cost?

Fees are based on the speed
of your collections. The
quicker you collect, the
smaller the fee.

Must | sign up for a
minimum period?

No. You are able to
terminate your facility at
seven days notice.

Does receivables financing
make good business sense?

Yes! Thousands of
companies use this financial
tool. Now your business can
take advantage of this
proven, debt-free, and
flexible method of effectively
multipling your working
capital.

What will my customers
think?

The fact is they may never
know. Cash Resources
service is completely
confidential.

Can we qualify if we already
have existing credit lines or
bank loans?

Yes! We compliment and
work in cooperation with
your existing lenders to
enable you to access even
larger amounts of funding.

Can we qualify even if we
are just starting a business
and have no credit history?

Yes, you can, if you have
creditworthy customers.

CASH RESOURCES
AUSTRALIA

Mark Warnes Joins Cash Reseurees

Mark Warnes has recently
joined CRA as State Manager
of our Western Australian
Office.

Mark has had over 20 years
experience in the WA market
across an extensive range of
Banking and Finance products.

Most importantly he has spent
the majority of that time
assisting small to medium
sized enterprises across an
extensive range of industries,
with their banking and finance
needs.

He has spent the last 3 years

stockbroking before his recent

appointment at CRA.

Mark’s knowledge and
experience over many years
coupled with his dedicated
and capable staff will be of
great benefit to current and
future CRA clients.




Why Printers can benefit from
Factoring and Invoice Discounting

ost businesses

who offer their

customers credit
can benefit from factoring
and invoicing. However
some industries face special
problems that place added
stress on the business cash
flow and indeed its long
term viability.

One such industry is
printing. In Australia it is
estimated that there are over
10,000 printers, offering a
range of services from large
national operations with
Web presses, through to the
multitude of instant printers.

Generally these businesses
can have large debtors lists.
Sometimes with hundreds of
regular customers. By sheer
law of averages they will
encounter slow or
delinquent debtors despite
the strongest credit checking
procedures.

Quite often the printing bill
is the last invoice to be paid,
with preference given to
suppliers of raw materials
and components required to
maintain production. Many
printers deal with third party
organisations such as
advertising agencies, print
brokers and marketing
consultants who will
normally wait until they are
paid before they pay the
printer.

To compound this problem
credit terms for paper is
tightly controlled. Paper
merchants suffered during
the last recession with the
failure of many printing

companies. As a result credit
terms are not generous and
failure to regularly meet these
terms can often mean cash
with order status.
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In addition printers must pay
their sales tax on the 21st of
the month after they have
billed their client. This
means they will often be
paying out before they get
paid.

Technology has also made a
major impact on the printing
industry and will continue
over the coming years.
Capital will be required to
keep pace with technology

to ensure future viability.

By using Cash Resources,
printers can bill today and
have access to 80% of the
funds normally within 24
hours. This enables them to
comfortably meet their
commitments and leave
them free to concentrate on
building their business.

According to Alan Kaye,
Managing Director of Cash
Resources Australia, “since
1985 we have assisted many
companies in the printing
industry. Some have used us
on a short term basis to over
come cash flow difficulties
and others continue to use
us on a permanent basis, in
order to facilitate continued
growth.

“The printing industry does
face its own unique
problems and we believe our
product and service will
assist to overcome these
problems” he added.

Servicing
the Service

Industry

A growing market for both
discounting and factoring is to
be found in the service industry,
with clients ranging from
cleaning companies to
personnel agencies.

Cash Resources Australia Pty Ltd
has found that its client base has
become increasingly diverse,
and that factoring is no longer
confined to its traditional patch,
the rag trade.

The Managing Director of Cash
Resources Australia, Mr Alan
Kaye, said one of the company’s
clients was a temporary
personnel agency offering
specialised skills.

“(The agency) has a pool of
specialists, such as draftsmen
and engineers,” he said.” An
engineering company may
receive an order which requires
the need to hire a number of
specialist staff for a short period
(12 months). Rather than
employ these people direct
a temporary employment
agency is used. The temporary
employment agency must pay
its staff weekly or fortnightly but
at best will receive payment
from the engineering company
once a month. CRA is therefore
used to bridge the gap.

Mr Kaye said his company
differed from most members of
the Institute for Factoring and
Discounters of Australia and
New Zealand.

“ The others are mostly owned

by banks. For this reason, we
concentrate on the SME market.
We also take on a lot of
businesses in their early stages.
If we can help them to grow,
Cash Resources also grows.”




