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Retained earnings & Working capital

Retained Earnings: company’s profit after taxes and not paid out as dividends but kept for future
use.

Working Capital: money and resources a company uses daily. Itincludes:

e Cash: Money for quick use.

e Inventory: Goods for sale or production.
o Receivables: Money owed by customers.
o Payables: Money owed to suppliers.

Challenges: startups face low profits and limited working capital, restricting growth.

Negative Working: when Capital Payables exceed receivables, helping finance operations.
Example: Customers pay quickly while suppliers give longer payment terms.
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Forms of finance by small and medium-sized organizations|:

Forms of finance: Retained earnings, Working capital management, debt factoring, bank
overdrafts & facilities, leasing, equity finance (venture capital and private equity).
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Finance roles for organizations: b gall Alall ) g1
1. Provide cash to pay debts, suppliers, and employees on time (liquidity). ol slad sl 4 o) jaa

2. Provide capital (equity or loans) to support growth. Juall (ul 5 s

Debt factoring in managing cash

Debt factoring is selling invoices to get quick cash. Arg o a8 Al s o Jpemnl] i) ll oy 2 gadl) Ja g

Benefits: Improves cash flow, and Reduces risk alal i g gadall 30l s 1) gl

Steps: s gl
1) Agreement: Sellinvoices il sl 13y
2) Immediate Payment: Receive up to 90% payment il (50 %90 S Jaay e 2Dl 15 ) 58l gl
3) Debt Collection Factor collects from customers e Maall (o liaiinall Jpant 1 pall Juanias ji
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\Using Bank Overdrafts

Bank overdraft is a short-term loan allowing a firm to withdraw beyond its balance.

Uses:
1. Manage cash flow gaps

2. Cover short-term shortages

Overdraft vs Loan: Flexible vs fixed repayment

Key Bank Overdraft Terms:
1) Max Limit 2) Interestrate 3) Fees 4) Review period

5) Covenants 6) Notice period 7) Security

Bilateral and Syndicated facilities

Bank finance is borrowing funds from banks. il (g JIsa¥) Gial ) a2 puaall Jy gall
Forms of bank finance: 2t aaal) gy gaill JISi
e Bilateral Facilities: Loan from one bank (small needs) a5 iy o (s B 1Al g gl

o Syndicated Facilities: Multiple banks share large loans .8 <l gisae (0 48 jidia (g 8 1l il Jygadl)

Example: Large projects use syndicated loans.

Leasing process & benefits for lessors and lessees

Lease finance: allows a company (lessee) to use an asset owned by another party (lessor) by
paying installments without owning it. Example: Leasing a delivery truck.
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How it works: s Jandl 4]
1. Asset Acquisition Lessor buys asset da¥l el i
2. Lease Agreement Lessee pays installments BRI
3. End of Lease: return, renew, or buy Dl sde gl
Advantages: <Ll 3all
o Lessee: better cash flow, flexibility a5 (3835 : jaliaal)
e Lessor: steady income, ownership security Gl Jao ;)

Disadvantages: Higher total cost, No ownership, and Usage restrictions. Ak 3 e dlen) AiSS 1 gl
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Venture capital and private equity|

Venture Capital (VC): is private funding for high-growth companies. s cls s il pals Jisai 1 liiu) Jua ol

Venture Capital Targets: 26 i) Jlal) Ll 5 cilaa
1. Startups: Early-stage, companies with growth potential. A3l s i
2. Mature Companies: Established businesses seeking growth or restructuring. Al )l s il
3. Private Equity: funding without stock market pressure. ol laiay)

Example: Investing in innovative startups.

Angel investors financing startups;:

Angel Investors: are wealthy individuals who fund early-stage startups.
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Angle investors Role:
Provide capital to startups that lack traditional funding, sometimes investing together (syndicates).

Equity finance and types of shares|

Equity Finance: Raising funds by selling shares to support operations or growth.
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Investors return through:

a) Dividends: share of profits. b) Capital Growth: increase in share value.

Types of shares:

e Ordinary: Voting rights, variable dividends
e Preference: Fixed dividends, limited voting

Share Values:

¢ Nominal value: Basic value
e Market value: Trading price

Example: £1 share trading at £20.
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