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Tips on obtaining
business finance

BY ANDREW SUTHERLAND*

COMMERCIAL finance can be a
daunting task for many business own-
ers however it need not be if some key
points are considered at the start. Here
are a few suggestions to help you along
the journey.

- For
almost every business, the most impor-
mant component is access to sufficient
working capiral. Some of the most
profitable businesses have been broughe
undone by having limitations on their
working capital

While it can be rempting to purchase
capital equipment from surplus funds
or your overdraft facilities, this is usu-
ally not the best long-term option and it
may be better to use those funds to pay
creditors, secure discounts or to fund
the expansion of the business,

o} 1 Optimal _Fi
Structures - When purchasing equip-
ment there you should consider:

* Cash Flow - Choose the option that
will best match equipment finance cost
with the income from the asset. This is
especially important if income is sea-
somal.

* Uscful Life - Some assers will become
ohsolete quicker than others, for exam-
ple computer hardware will most likely
achieve technical obsolescence far
quicker than a printing press. The deci-
sion as to what term o choose 0
finance equipment needs to take into
account each individual asser rype.

* Tax Effective - Different assets are
deemed 1o have different depreciarion
rates and poor selection of finance
structures can reduce the tax effective-
ness of your capital equipment pur-
chases,

Minimise Security Offered - In the carly

stages of your business’s life you may
have to offer real estare security o
obtain bank facilities, however you
should look to have the surplus securi-
ty released once your business achieves
a greater financial position.

“Use anyone except your bank to
finance capital equipment”™. This rule of
thumb continwes 1o remain true. It is
vital you only use available funds for
working capital and not ro purchase
cquipment.

Alo don't over expose yourself to
any one hnancier which would limit the
funds available to you. And beware the
*“fixed and floating charge™. Most busi-
nesses in Australia are required to pro-
vide fixed and floating charges (deben-
tures) to their bank to secure ongoing
banking, lines, however many business
owners don't truly understand whar
control this gives the bank over their
business.

Choose The Optimal Financier - It is |
important you have more than one |
option available. Don't restrict yourself |

to just one bank or equipment finance
provider you will be better served with
access to multiple financiers'.

When importing ‘equipment, ensure
the financier can pay deposits and
progress payments to the overseas sup-
plier without the requirement for secu-
rity or the need to use vour overdrafr.

In summary choose your clients, sup-
pliers and business partners wisely and
resist the urge to put all your eggs in
one basker.
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