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Unfriéndly policy hurts factors

Finance
Venkat Raman__ _

— —— —

Factoring companics have called for
changes to the I'ersonal Property Security
Act (PPSA) to give them priorily to. receive

payment over the invoiccs they discount. .

They said the chapges in the Busimess Law
Reform Rill were cosmetic and did not
provide the pecessary security.

An econornic development ministry
official had told the National Business
Review the bill, which became law on Apil
15, had revificd # drufling error in the act.
Previously, creditors were given priotity to
receive payment {rom & company’'s
invoices, over-riding the intercsts of factor-
ing companies. .

The bill allowed factoring companies to
register their security interest on the min-
istry website. But Commercial Faclors
tnansging director Terry Haydon said that
was incorrect.

“)t roctified the mittec only partially and
the situation is still not equitable,” he said.’
Scoftish Pacific nationa manager Steve

‘Coaper agreed factoring copanies were
. expased to unnecessury risks.

“»Our only delinilc security iy the
debtor's ledger and (uost customers e paid
9% of the value of their invoices,” he said.

California-bascd Interface Financial
Group president and chief cxecutive David

- Bunfield agreed on the need [or stanutory pro-

tection but said there were also other proven

ways o managing the wssocdated risks.
“Dicect and personal-level contacts with

clients always provide a true picture and

- ensure they remain weditworthy;” he said,

“While smalt and medium enterprises

. [SMEs] may not have (he requisite assets to

cover the invoices discounted, companies
advancing money should follow a good risk

. management systeum.”

Mr Bunfield said no company should
usc factoring us o permanen( cashflow solu-
tion.

“Any organisation.which uses the
invoice discounting facility should be able
t0 manage its finances beiter and nidntain
sufficient equity within 18 wonths, aficr
which it would become ittractive fo banks.™

He was in Auckland recently fo launch -
the first office of thic Intecface Financial
Group in Australasia.

The group's Auckland franchisee Chris
Reid said despite: incresed use of technol-
ogy SMEs necded constant guidaace and
personalised savice.

“They should understand invoice dis-
counting showld not be used as 2 nonm but
on the basis of the business needs,” he wid.

Mr Reid suid his company would deal
with any type of business, including cun-
struction, advertising and miwketing and
publishing firms, usvally avoided by factor-
ing compaaies.

“Every typc of business has its risk
factor, which is why u closely-monitored,
person-to-person service becomes impor-
wnt," he said, :



