
 
 

How do I arrange bank finance to help my small business grow and prosper? 

In the current climate, it can be tough finding a bank that is prepared to lend to a small 

business. Amongst other challenges, it can be difficult not only finding the right bank, but 

the right banker within that bank – a business or commercial banker with a ‘can do’ attitude 

who looks for ways to get things done is an extremely rare breed these days. 

To most business people, the banking world can be a confusing minefield due to constantly 

changing credit policies and banks’ ever changing attitude towards the risks that various 

industries present. Many business owners have a hard luck story from their experiences in 

dealing with banks and can be jaded by the experience. 

Let’s not forget that small businesses are the heart-beat of the Australian economy and it is 

imperative to the recovery of our economy that we have access to bank finance. Given we 

are busy running our businesses it comes as no surprise to find that when it comes to 

applying for bank finance, many business owners find their business is ill prepared to do so, 

they have had no time to do research on an appropriate lender for their circumstances and 

what often happens is they simply make a finance request to their usual bank or even a 

random lender and then hope for the best. 

I am passionate about helping local businesses seeking bank finance and it prompted me to 

prepare this paper, which uncovers what banks really look for when assessing a business 

finance request, the types of finance available, the fact that it is imperative to prepare your 

business prior to applying for finance and what to do if you don’t currently meet the 

standard criteria. 

How do I prepare to apply for bank finance? 

As a minimum, having access to a good Accountant and Finance Broker is imperative to 

giving you the best chance of putting your business in the right shape to apply for finance.  

Many people associate Accountants as being on hand for assistance with tax matters, 

however as a small business owner the days when you simply meet up at tax time and then 

the Accountant lodges your various returns should be long gone. In addition to tax returns, a 

good Accountant is usually able to also advise on the best company structure for your 

situation, how to structure your finances; including the most appropriate type of finance to 

apply for, estate planning, Superannuation, auditing and the most tax effective ways to 

distribute your income.  

To find a good Accountant its usually best to speak to as many friends and other respected 

local business people as possible, make a short list of 3-4 Accountants that appeal and make 

contact with them initially via phone to discuss what you are looking to achieve, as well as  



 
 

gaining clarity on their fee structure. You should then have a face to face meeting with each 

potential firm to ensure all parties are comfortable with the possibility of working together 

in the long term. You will need to ensure your Accountant belongs to a professional body 

such as CPA, ICAA & NIA. 

Once you have a good Accountant in place, you can leverage their business advisory 

expertise in how to run a healthy and sustainable business, which ultimately is what any 

potential financier will be looking for. 

The Mortgage & Finance Broking industry has seen some big changes in the past few years. 

ASIC has legislated that Brokers need to hold an Australian Credit License and the MFAA 

(Mortgage & Finance Association of Australia) now require Mortgage & Finance Brokers to 

hold a Diploma in Finance Broking. These changes have seen 25% of Brokers leave the 

industry in the past 18 months which hopefully will see the industry retain those with a 

professional approach. 

Most people typically relate to Mortgage Brokers as an aid to shop around for the best rate 

on their home loan. The difference between a Mortgage Broker and a Finance Broker is that 

where a Mortgage Broker will typically assist personal clients with sourcing home and 

investment loans suitable for their situation, a Finance Broker also concentrates on Business 

& Commercial Finance and needs to be able to display good business acumen. A Finance 

Broker will most likely have established relationships with a number of quality Business 

Bankers from numerous lenders.  

Whilst competitive rate is always important, with Business & Commercial Finance, gaining 

the desired outcome (loan approval!) by presenting the request to the bank in a manner 

they can understand is the number one priority. 

As with the process for finding a good Accountant, talk to your friends, family, business 

owners and your Accountant to find a good Finance Broker…who should belong to a 

professional body such as MFAA or FBAA. 

 

What do banks look for when assessing a business finance request? 

The credit assessment the bank undertakes when assessing a finance request is quite 

complex. All banks will ‘risk grade’ applicants which determines chances of approval along 

with interest rate (the lower the risk the better the rate) The assessment process is broadly 

based around the following parameters: 

 Your credit history – your credit file (company and personal) as well as conduct on 

any current lending facilities. You can access your credit file via the following link in  



 
 

 order to view upfront what information is held on you which the bank will get to see 

when you apply for credit: www.mycreditfile.com.au  

 Your industry – using their customer database, the bank will have detailed 

knowledge of how other businesses operating in your industry are finding things and 

will grade your industry accordingly. This is an ever changing dynamic 

 How long you have been operating for and your industry experience – start up 

businesses are notoriously difficult to finance through a bank (see “What if I Don’t 

Meet the Criteria” for possible solutions to this) 

 Whether you are a new client to the bank or existing client. Existing clients with good 

conduct on their existing facilities can find that this helps, however a common 

misconception is that this will guarantee you to gain approval which is not the case 

 Profitability – your business usually needs to be able to show a net profit as well as 

consistency of income over at least 2 years 

 Ability to service (repay) the debt – based upon business and personal income. The 

bank will also usually wish to see that you have the capacity to cover interest at 1.5x 

, which your Finance Broker should be able to ascertain prior to making an 

application for finance. An example of 1.5x interest coverage is as follows: if you are 

borrowing 500,000 @ 7% = 35,000 per annum interest, multiplied by 1.5x = 52,500 

per annum, being the minimum amount of disposable income (after deducting living 

costs plus repayments on other existing debts) from all sources needed to service 

the loan 

 Security – since the GFC, banks want to see bricks and mortar security for a loan, 

whether that is your home, investment property or commercial property. There are 

exceptions to this as detailed below. In addition, the bank will most likely take a fixed 

and floating charge over your company and its assets 

 Personal Statement of Position – this details your assets and liabilities. A bank will 

gain comfort from a sound net asset position, that is, the value of your assets minus 

the amount of your liabilities such as home loans, car loans etc etc 

 ATO obligations – banks will ask to see your latest Tax Portal statement to evidence 

that your obligations such as GST are up to date 

 Core business – banks are more comfortable lending to a business owner who 

concentrates on what they know and are good, at as opposed to those who diversify 

into multiple industries 
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What types of commercial bank finance are available? 

 

 Business Loan: 

Business loan is a broad term for a number of different loan offerings and banks raise funds 

to lend to a business client a number of different ways. With a Business Loan you specify a 

desired term usually from 3 – 15 years. Typically to get the lowest variable rate you can opt 

for a Bank Bill Business Loan where the rate is linked to the market. The rate can be liable to 

market changes, most commonly on a 90 day cycle. Interest is typically charged quarterly , 

which is important to keep in mind when considering this type of business loan and whether 

it fits well with your cash flow. Business Loans are often secured by a residential or 

commercial property 

 Business Line of Credit: 

A line of credit is a revolving facility that has transactional capabilities such as cheque & net 

access. It works similarly to the way you might use a credit card, albeit at lower rates. You 

may operate within the overall limit, including having loan interest drawn from the loan 

account. This facility is typically secured by a residential or commercial property 

 Business Overdraft: 

A short term finance solution. Many businesses have an overdraft in place as a security 

measure should their cashflows be uneven. A Business overdraft has no set repayments and 

in some instances no security is required 

 Equipment Finance & Leasing: 

When you are planning to acquire equipment for your business, contact your Accountant in 

the first instance to ascertain what type of finance best suits your needs, from Hire 

Purchase, Commercial Hire Purchase, Novated lease or Chattel Mortgage 

Typically used for help with acquiring a car, heavy goods vehicle, boat, motorbike or 

farm/plant and machinery. 

 Under the right circumstances,  an equipment finance facility can also be used to leverage 

funds you can use in other areas of your business from equipment you currently own. The 

equipment needs to be primary goods as opposed to specialized or tertiary equipment as 

well as being less than 5yrs old. 

The security for these loans is usually the equipment being purchased 



 
 

 Debtor Finance: 

Invoice or Debtor Finance is a facility that assists you with cash flow if your business 

operates in an industry where you typically have to wait for an extended period to get paid 

by your clients – industries such as Recruitment & Labour Hire, Wholesalers & Printing. 

 A huge benefit is that in many cases, depending upon your current bank, this type of facility 

can sit alongside your existing business lending, and as the name suggests the security for 

the facility is your unpaid invoices – so there is no requirement to offer property as security. 

  

Your Finance Broker should be able to review your current list of debtors – who they are 

and on what terms they usually pay under – and can give you a quick indication of whether 

an Invoice/Debtor Finance facility is not only likely to be approved but also the right facility 

for your business needs. 

Invoices usually need to be settled within 90 days to qualify and evidence needs to be 

supplied 

 SMSF Loans: 

SMSF loans are a growing in volume each year as increasing number of SMSF’s are 

established in Australia. You can purchase residential or commercial property within an 

SMSF structure and borrow within the structure to assist with the purchase. Many small 

business owners find this particularly appealing to purchase the premises they operate from 

with their Superfund. 

This is a specialized type of lending which requires a banker or finance broker who is 

experienced at this style of lending to ensure a streamlined process, not to mention advice 

from your Accountant or Financial Planner in the first instance to make sure this is the right 

investment choice for you. 

 

 Insurance Premium Funding: 

These days Insurance Premiums are a huge cost to most small businesses. Simply put, 

Insurance Premium Funding is a facility to assist your cash flow by spreading the cost of your 

business insurances over the course of the year. 

The lender will make the payment to your insurer and subsequently set up an arrangement 

to spread the cost of your annual insurance premiums are made by way of a monthly  

 



 
 

repayment. In many cases the fee for this facility is a low fixed interest cost with no ongoing 

fees. 

 As with other cash flow facilities Insurance Premium Funding can sit alongside your 

traditional business loans 

 Specialist Finance for Medicos: 

If you are a medico and have a Medicare provider number you are entitled to advantages on 

your home loan and business lending with a number of major banks. You are able to borrow 

up to 90% against your home, investment property/s and practice without incurring Lenders 

Mortgage Insurance (LMI). This can save you a significant amount in insurance premium. 

To put it in perspective, the indicative upfront LMI premium saving on a $1mil property with 

a mortgage at 90% of its value is $20,000 

As a time poor profession, medicos will also gain access to personal bankers and/or a 

specialist banking centre in order to take care of managing your ongoing banking needs 

without requiring you to ever go into a branch. 

 There are other benefits such as up to $100-150k unsecured for working capital needs, 

100% insurance premium funding, equipment finance (lending 100% of new equipment 

costs) and leasing. You will be required to have 3 years industry experience and take income 

protection and term life cover. 

 A similar bank policy also covers Dental & Veterinary sector. 

 

What documents will I need to provide to support my request? 

 

 Completed Finance Request (bank application form) 

 Last 3 years company tax returns – up to date and lodged to ATO 

 Last 3 years personal tax returns – up to date and lodged to ATO 

 Interim financials for the business for year to date 

 Cashflow forecast for the year ahead 

 Up to date tax portal statement 

 100 points ID 

 Last 12 months bank statements for business bank account 

 Evidence of all assets and liabilities stated on the finance request 

 Details of relevant industry experience 



 
 

 Copy of certificate of incorporation for the business 

For refinances, additionally: 

Last 6 months statements for any business and home loans being refinanced 

 

For financing a property purchase in personal or company name, additionally: 

 Copy of front page of the contract for sale signed by vendor 

 Copy of transfer 

For financing a property purchase within a Self managed Superfund, (SMSF) additionally: 

 Statement of advice from a licensed financial planner 

 Copy of executed SMSF and Bare Trust Deed 

 

 

 

What if I don’t meet the criteria presently? 

 

Many businesses struggle to fit with banks’ lending guidelines however knowledge of what 

banks are looking for is power. If you don’t meet banks’ criteria presently, you may consider 

one or more of the following: 

 Assuming you have found that good Accountant, they can help put together a 

strategy to put your company into the right shape to apply for finance within a set 

timeframe. Many Accountants are skilled at putting a comprehensive business plan 

together (including an exit strategy if things don’t go to plan) which can add comfort 

to the bank when making their assessment 

 In conjunction with your Accountant, talk to your Finance Broker prior to applying 

directly with a bank. Any areas that need improvement can be discussed and 

resolved prior to a full assessment by the bank. A full assessment by the bank will be 

noted on your credit file and if the request is not successful, if you subsequently 

apply with other lenders they will pick up on that fact 

 Banks are on a constant merry go round of chasing market share. Your Finance 

Broker will most likely be aware of which banks are chasing market share and will be  



 
 

aware of their appetite to lend to certain industries or which bank has eased up on their 

credit parameters at any given time.   

 As a start up business, as mentioned already bank finance can be nigh on impossible 

to obtain. The most likely way to obtain finance for a start up is where you have 

equity in your home or investment property and are prepared to use it to get your 

new business going. You will most likely need to set up a facility which incorporates 

your usual home loan, also with ability to have a separate loan or loans in the name 

of your company or a trust. Your Accountant will have a much better time of working 

out your finances at tax time where there is a clear distinction between funds 

borrowed for personal use and funds borrowed for business use 

 Some lenders are more flexible than others but they don’t always advertise that fact. 

For example, there is currently a mainstream lender who will allow you to borrow up 

to 80% of the value of a commercial property (or 100% of the value of residential 

property) and are seeking last BAS statement as evidence of income with 

requirement to have been self employed for at least 12 months. Compare this with 

most banks who are seeking at least 2 years self employed, last 3 years personal and 

company tax returns as evidence of income and limiting the maximum amount you 

are able to borrow to 65% of the value of a commercial premises. 

 

 

Interested to find out more? 

I welcome the opportunity to help out with any questions initially via phone or email. 

Contact me as follows: 

Phil Riches 

Senior Mortgage Consultant 

M: 0418 204 304 

F: (02) 8003 9851 

E: phil@financeonthecoast.com.au 

W: www.financeonthecoast.com.au 
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