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Banks want to reduce
risk and feel secure

renewal meeting with the bank manager coming up. | am con-

cerned that the bank may seek to reduce my facility at exactly the
time I need it most. What should | be doing in advance of the meeting
to protect my position?

| finance my business by way of bank overdraft and have my annual

facilities. Ultimately they want to ensure they have adequate secu-
rity for their lending and in many cases a simple bank overdraft may
not afford them the comfort they are looking for.

First you need to plan ahead of your meeting. Prepare a 12 month
forecast. If the bank can see you are actively considering your finan-
cial position this will provide them with a level of comfort that you are
a ‘sophisticated’ borrower and are less likely to run into cash flow
problems. Forecasts must be reasonable and include a degree of
sensitivity analysis to show the impact on your funding needs under
differenttrading scenarios. Be clear on your borrowing requirements
and resist the urge to look for ‘just enough’. Most businesses under-
estimate theirrequirements and this can cause problemsifyou need
to renegotiate.

- Longer term, you
Haines | s s oo
fund your business. Ifit

Watts isalways ‘inthered then

an overdraft, which
Local Matters, National Strength.

Banks are looking to reduce their risk by reducing or restructuring

A\

technically is repayable
on demand, is not the
best way to finance the
business. In these circumstances look at a term loan to give you the
security thatfunds are available providing you stick within the lend-
ing criteria / covenants agreed at the outset. An added advantage is
that a structured loan is designed to reduce over time, instilling a
useful discipline on business.

Term loans, however, may not be appropriate. If your business is
growingits turnover rapidly, or has little traditional security to offer,
then afactoring orinvoice discountingfacility that allows you to draw
funds down based on your trade debtors may be more appropriate.
This will be a little more expensive but is more flexible and can offer
the bank greater security. You could also consider borrowing against
specific assets of the business - affording greater security to the bank
and allowing you to minimise your unstructured bank borrowings.

Finally, beware the hank manager seeking personal guarantees or
security over personal assets. This should be a last resort as you are
exposing yourself to greater personal risk. In practice it is difficult to
get the bank to relinquish these guarantees further down the line
once they have been given.

As is always the case in circumstances such as these, there is no
substitute for taking proper financial advice before approaching
these issues yourself.
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Longer-term view is
best with deflation

| | ow will deflation affect my investments and pensions?

officially moving into this position in the last couple of weeks.

This is rare and demonstrates the significant and rapid reduction
in the level of prices for goods and services, which ultimately affects
the purchasing power of money. Of course there will be some win-
ners and losers whichever cycle we are in!

Deflation is not normally beneficial to most investments as
your returns from cash; equities, bonds and property tend to
fall. However, longer term fixed interest securities and good
quality corporate debt funds can pro-
vide investors with positive returns.

Existing investments which are in-
dex-linked to say RPI (Retail Price
Index) such as National savings cer-
tificates will fallin line with this reduc-
ingincome to investors. The flip side of
course is that we shouldn't need as Weal.th
much income to maintain our stand- &Y KU j g (@) V[
ard of living and if you can obtain se-
cure deposit rates of 3.5% in a period of low inflation or deflation
then you are obtaining a real rate of return.

In terms of pensions then similarly any annuity or income
which is liked to inflation will reduce on the review date. The
state related pension does have a floor of 2.5%, so at least this
element will increase regardless, a position reconfirmed during
last week’s budget. Annuities and drawdown income which does
not have anyinflationary protection will prefer a period of reduc-
ing living costs.Although deflation is here today, it will almost
certainly be followed by a period of high inflation which may
present different but equally difficult challenges. It is absolutely
vital that whatever the economic landscape looks like you review
yourown personal financial objectives, risk and timescale. You
need to have flexibility in your investment and retirement port-
folio to ensure you are in a position to take advantage of any
opportunities short-term; but also a robust and diversified plan
for the medium to long-term.

Statistics such as RPlareimportant butit must be stated they
are historical and the market has a tendency to move on much
quicker Theinformation and figures quoted in this response are
correct atthe time of going to print, it should be noted that Infla-
tionisconstantly measured and can change quite dramatically
inany period of time.

You should therefore not rely on the accuracy of this response
if reviewed at a date any later than the date the article was
printed.

| n the UK we are now moving into a period of deflation with the US
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Monitor your staff
— but tell them first

y staff are spending too much time on social networking
M sites —what can | do about it?

employee’s computer usage but you must tell all staff before you

put the policy in place.
The best solution is to put an Information Technology Policy into your
staff handbook. It should outline what is and isn’t acceptable behaviour,
the parameters of acceptable usage and also state the consequences if
rules are broken. You must then be consistent in how you implement
this policy. If you don’t have a staff handbook, | would strongly recom-
mend that you put one in place and involve staff in its development.

n s an employer you have the right to electronically monitor your

| 've seen mention of a new Employment Act, what exactly is it?

and its prime purpose is to repeal the statutory dispute resolution
requlations and introduce a new scheme to resolve grievances and
disciplinary matters.
Employers and employees should now follow a new Acas Code or face
financial penalties. (Some transitional provisions apply).
An employer’s failure to follow the Acas Code can result in the tribu-
nal increasing the employee’s
award by up to 25% if it feels "
it is just and equitable to do Id
so. If an employee fails to fol- Wa ro n S
low the new Acas Code then | solicitors for business
their award can be reduced
by up to 25 if the tribunal deems it just and equitable to do so.

The Employment Act 2008 came into force on April 6th this year

mployment Law is always changing - what can | expect in the
near future?

ment.

The first is the Equality Bill that will clarify the law on discrimi-
nation.
The second is the Apprenticeships, Skills, Children and Learning Bill
which will introduce the right for employees to request time off work to
undertake training. Employers will have to give serious consideration
to such requests.

n t the moment there are two major Bills going through Parlia-

These answers are only for general guidance. You must always seek
independent legal advice.
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