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The Financing Dilemma

eople who own and
P operate a business
strive to produce the best
possible product or service
for their customers that will
ultimately return the
business a margin and at
the end of the day a profit
commensurate with the
effort. Unfortunately and in
spite of all efforts, CRA
notice many small to
medium sized enterprises
fail mainly due to the
inability to sustain growth
and keep the business
funded on a regular basis to
keep pace with the
operation.

REALITY: When most
people turn to their bank
for lines of credit or
business loans they are
often faced with the reality
that their financial standing
does not fit strategically into
the banks’ lending criteria.
This becomes more
pronounced if they are
experiencing cash flow
shortages or limited
working capital. This is not
an indictment or criticism
of banks, as they have

limitations in their lending
practices.

An excellent alternative
solution to this problem is
known as "Invoice
Discounting" or
"Factoring" whereby you
are able to fund up to
80% of the face value of
an invoice normally
within 24 to 48 hours. It
is also important to be in
a position to extend credit
to customers as a means
of increasing sales and it
is equally as important to
keep cash flow buoyant to
meet the demands of
growth.

Invoice Discounting
allows a business owner
unlimited cash flow
opportunities based on
the amount and regularity
of invoices generated. In
most cases, it can help to
avoid having to take on
an unwanted partner or
seek venture capital
shareholding in the
business. Invoice
Discounting allows the
business owner to get on

with developing and
growing without the
constant worry of
liquidity.

BENEFITS OF INVOICE

DISCOUNTING/

FACTORING

1. Immediate cashflow
problem solving

2. Strengthen your
financial statement

3. Improve your credit
rating

4. Ability to grow with
predictable budgets

5. Capture discounts with
suppliers

6. Purchase raw materials,
supplies and inventory
at bulk discounts

7. Ability to meet statutory

payments including
taxes and super.

NEWSLETTER

Invoice Discounting/
Factoring is a process to
grow your business. It is not
a loan or overdraft. In a lot
of cases as your sales and
profits grow the cost of
Invoice Discounting/
Factoring over time is
considered negligible.
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He Who Hesitates Is Lost

’m not quite sure who
I coined the phrase "He
who hesitates is lost"
however, upon it’s
mention, most thoughts
turn to lost opportunity.

In lost opportunity, | refer
to declining a large sales
order or not purchasing
materials for stock in bulk
at a substantially reduced
cost or not purchasing that
machine despite the obvious
positive effect it would
have on reducing overheads.
Those who "hesitate" with
respect to the above
scenarios usually do so
because of a lack of capital
or cash flow, but are
probably overlooking a
significant asset of the
business usually found under

the "Current Assets" heading
of their balance sheet.
Trade debtors or accounts
receivable can be sold in
return for cash via Invoice
Discounting. This would
solve most cash flow issues
and enable a business to
take advantage of
opportunities that would
ensure growth or

at the very least stimulate,
those facets of business
that regulate sales, such as,
updating machinery

or employing a new sales
representative.

Most owners of small to
medium enterprises can
"imagine" the positive
effect found in purchasing
bulk stock, or employing a
new representative, but

the majority will hold off
safe in the knowledge that
the sales budget (which
has increased marginally
over the last 3 years) will
be attained again, and
that with depreciation and
superannuation added
back, the Company is
actually profitable.

The reality is most
businesses would dearly
love to tap into markets
that, for no other reason
than lack of capital,
remain out of their reach.
How many positive
thoughts on increasing
profitability have fallen by
the wayside? How many
‘lost opportunities’ due

to a perceived lack of
cash flow go in the ‘too
hard basket’, as owners

incorrectly believe all
funding resources available
to them are being utilised
to their maximum?

"Proactive" has been the
business buzzword for
sometime, but never has it
been more apt than in
today’s competitive market.
To instantly convert to
cash tens or hundreds

of thousands of dollars
consistently tied up in
accounts receivable would
allow any business the
flexibility to be "Proactive"
and ensure current markets
are serviced adequately,
whilst meeting the demand
for increased business due
to the fact that your goods
and or services remain
superior to your
competition.

This advantage stems from
your ability to purchase
bulk stock or raw materials
at substantially reduced
prices which flows on to
your customers, or the
ability to meet demand for
product quicker than your
opposition due to that
newly acquired state of the
art machinery, or your
ability to service your
market thanks to the new
sales representative. This
is opportunity taken and
brought about due to an
asset taken for granted and
a finance facility very
much misunderstood.




Is Your Customer In trouble?

nsolvency, bankruptcy,
I receivership, liquidation
and voluntary administration
effects - hundreds of
thousands of Australians
each year. Wouldn't it be
useful if you could
complete a simple
questionnaire on one of
your customers to see if
they are in trouble
financially ?

LU Are

Every time you extend
credit or terms to a

customer, you become the
customers BANKER! In
effect, you loan your
customer money for 30
days or more - INTEREST
FREE - and you lose the
use of that money while
you are waiting to be paid.
EXTENDING CREDIT
impacts your company in
three major ways.

A fascinating and very
useful website has just
been launched by the
Insolvency Practitioners
Association of Australia
(IPAA) that allows you to
do just that
(www.ipaa.com.au).

You simply answer a series
of yes/no questions. The
website then analyses your
answers and then responds

with a red, amber or
green light for "danger”,
"caution” or "go".

This site which also
allows you to run a
similar test on your own
business and on your
suppliers is well worth a
visit, and could even save
you money if it helps you
avoid a bad debt.

YOU A Bank? M

You lose interest that you
could have earned, even if
you put it into a low
interest savings account.
You can’t take advantage
of purchase discounts
from your vendors if the
funds are not available.
You may lack the capital
to produce the next job
and may be forced to
decline profitable deals
from good payers.

The longer your customer
takes to pay, the greater
the impact upon your
company. Now the
invoices that you issue to
your customers can be
exchanged for cash and
reinvested in your
business!

Who will pay the cost of
credit and terms...
... You or your customer?

Eric Bennet
- Profile

Eric Bennett can be considered
somewhat different, as there
are not many people that can
say they have approximately
20 years experience in this

somewhat unique product.

CRA NSW have the good
fortune of working with a very
successful professional who
has seen the swings and
roundabouts of factoring and
invoice discounting in this

country for 2 decades.

Most importantly CRA have
secured the services of Eric as
part of our strategy of ensuring
that our clients are well looked
after and have the knowledge
and experience needed to
guide them through all their
working capital or growth

funding requirements.
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ccording to the

Webster dictionary,
metabolism is Qhe
chemical and physical
processes continuously
going on in living
organismsQOTherefore
metabolism is the amount
of energy or calories your
body burns to maintain
itself. Whether you are
eating, cleaning, sleeping,
working and so onE your
body is constantly burning
calories to keep you going.

Metabolism varies from one
person to another and is
affected by age, sex and
body composition. Body
composition is the amount
of muscle you have versus
the amount of fat. People
who are more muscular
(and have a lower
percentage of body fat)
are said to a have higher

metabolism than others
who are less muscular. For
example, two people are
the exact same weight and
height. Person Two does not
exercise and has a higher
percentage of body fat.
Person One exercises on a
regular basis with weights,
in addition to aerobic
exercise, and has a lower
percentage of body fat.
Person One who exercises
will have a higher
metabolism than Person
Two, and therefore burns
more calories to sustain
itself than Person Two.

The best way to boost your
metabolism is to exercise.
You can increase your
muscle mass by doing
some type of resistance
work such as lifting
weights, using hand
weights, or using
dynabands. You can also
reduce your level of body
fat by doing some kind of
aerobic exercise at least
three days a week for thirty
minutes or more.

Aerobic exercise may
include running, walking
swimming, cycling,
rollerblading and so on.
Aerobic exercise increases
your heart rate and keeps it
there for the duration of

the session.

Another way to boost your
metabolism is to stop
dieting. Restricting your
food intake often results

in a loss of muscle and an
increase in your percentage
of body fat - the result is a
slowed metabolism. You
need to eat, just watch the
types of food that you eat.
Try to eat a diet that is

lower in fat, eating whole
foods such as fresh fruit and
vegetables. Check the labels
on the foods that you buy
to make sure that the
product is low in fat, and
high in fibre.

A frequently asked
questionE O never gained
weight until | reached thirty,
what happenedDAfter the
age of thirty, your body
gradually begins to lose
muscle. If your activity level
stays the same and the
amount of calories that you
consume stays the same,
you will begin to gain
weight because your
metabolism has slowed
down. This is because you
don®have as much muscle
as you did in your twenties.
If you exercise anaeraobically
(with weights) and do some
type of aerobic activity on a
regular basis, you probably
won®notice much of a
change in your metabolism
as your age.
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