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Introduction

AHR Corporate Advisory Services is an SME focused bespoke advisory 
firm bringing top-tier consultancy capability to the SME sector.

In our series of Thought Leadership pieces, we address topics that are 
relevant to the SME business segment of the economy. In this article we 
look at some practical considerations when a business is looking to raise 

funds for growth, operational working capital, or other matters. The topics 
we will cover are:

 1. Be Clear On The Ask
 2. Be Prepared

 3. Consider Who To Approach
 4. Anticipate The Requirements 

 5. The Closing
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Understanding exactly what the business needs in terms 
of funding (amount range, type of financing – equity, debt 
or some form of combination) will help frame up The 
Ask and will guide the process and your preparations. 
Financiers are more likely to invest when there is clarity 
regarding The Ask and how the funds will be deployed in 
the business in a risk-controlled manner.

Apart from the obvious steps required to establish 
how much capital the business needs, such as financial 
forecasting encapsulating the predicted financial outcome of 
the business strategy, there are subjective matters that may 
influence the size of the financing. 

A common issue that business owners grapple with is the 
dilemma of equity dilution and/or debt-risk. Dilution is best 
considered in the context of prevailing market conditions 
and the availability of capital. Capital markets can and do 
change without warning – think back to September 2008, 
the collapse of Lehman Brothers and others, leading to the 
bank bailouts and low-interest rate era, or to be current, 
think now of an escalating interest-rate environment in 
which higher-risk SME’s will have to navigate much tighter 
capital markets with higher barriers to entry. On the debt 
side, although there are metrics that gauge safe debt to 
equity ratios, a practical point of view is to only go to the 
level where you predict you can navigate out of trouble if 
things get difficult (think about the risk of losing control of 
the business). 

In conclusion, it is the opinion of the author that it’s wise 
to take money when its available with reasonable terms, 
and to be safe, with a decent buffer built into the size 
of the funding. This approach may in the long run prove 
to be far less dilutive than the alternative of not raising 
enough money to execute the business strategy in what is 
predictably an unpredictable future.

1.  Be Clear On The Ask

“Financiers are  
more likely to invest 

when there is 
clarity regarding

The Ask”
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Once The Ask range is clearly established, and 
before approaching potential financing sources, 
consider if your house is in order. Things can move 
quickly if a source of funding is interested and 
wants to take a deeper look under the covers. So 
practically speaking, what can facilitate the process 
and what can derail it? Here are some examples, 
which are by no means exhaustive:

•  A Data Room with all the commonly requested 
due diligence documents that may be required by 
potential financing sources will facilitate the process 
and also prevent duplicative work;

•  A clearly defined business strategy and evidence of 
execution ability is required. This does not mean 
you have to prepare a thesis document; rather 
management needs to showcase their strategic 
direction, operating capabilities, handle on the 
business drivers and risk awareness in the best way 
possible, including by their actions and words;

•  A clearly articulated and defined plan for the use 
of proceeds is essential. Ideally, the financing is for 
growth, including infrastructure, working capital, 
or specific customer projects. Other financings to 
fund mergers and acquisitions, debt restructuring, 

management buy-outs, etc. are all feasible albeit the 
level of deal complexity will rise;

•  Are your management information systems and 
procedures adequate to support not only the due 
diligence process but also the new and ongoing 
reporting requirements that will undoubtably be 
attached to the financing conditions – reporting 
and qualitative analysis of actual results, KPI’s, 
forecasted future outcomes, managing cash 
requirements and assets, etc.;

•  Corporate Governance, and topically, Environmental 
and Social policies and practices are a prime due 
diligence topic. Are your Executive and Board 
procedures robust, regular, and transparent? 
Consider changes that may be required to 
your management and business practices to 
accommodate new financing partners that will 
interact with the Team and perhaps even in 
Executive or Board meetings.

‘Due diligence’ starts from the moment of first contact 
with potential financiers, so being prepared, clear and 
structured goes some way to Ticking The Box early in 
the process.

2. Be Prepared
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Investors and lenders typically have in-house 
investment criteria which they are obliged to follow 
which may prevent them from investing in your 
business. For example, criteria regarding industry 
sectors, geographic regions, the business stage of 
evolution (e.g. Start-up, SME, Public) and the size/type 
of investment. Therefore, some upfront research is 
required to identify and compile a list of targets of 
suitable sources of funding for the business.

Other considerations should also come into play in the 
selection process. The financier will likely become an 
important factor in the go forward business operations, 
so it is desirable to align with someone who intends to 
engage as a partner to the business and can be a good 
source of follow-on investment as growth targets are 
achieved. Just like the financier will use the selection/
diligence process as an opportunity to assess the 
business and your people, it is an opportunity for you 
to also size up your potential partner to ensure there is 
more than just a money-fit. Think about the suitability 
of the financier to help advise the business and open 
networking opportunities. How will they function with 
the Executive, how will they interact with, and add value 
to, the existing Board if they have a seat at the table?

And, as always, give due consideration to downside 
factors. Consider how the relationship is to be 
supported within the financier’s organization and how 
it may evolve if things do not go smoothly. Often the 
relationship face at the front end of negotiations is 
not the working team that will manage the account 
operations, so it’s important to dig a bit deeper into 
their proposed support team. And typically, the 
relationship team that you are comfortable with can 
easily be displaced in troubled times. Understanding 
their approach to problem resolution is important. And 
a final word of caution, potential sources of funding 
NEED to find candidates for their investments – they will 
be ‘selling’ their organization to you as much as you are 
‘pitching’ to them. 

3. Consider Who  
To Approach   

“Understanding  
their approach to  

problem resolution
 is important.”
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If you put yourself into the financier’s shoes, what 
would you want if you were going to hand over 
a sum of money to an outside party? Apart from 
their required financial return criteria and security 
considerations, they are investing in the business 
probably because they are convinced there is a sound 
plan with people they can trust to execute the plan. 
The matters considered in section 2. Be Prepared are 
relevant here as well, but you need to delve beyond 
the lists to consider past practices that may need to 
be changed and future procedures that may need to 
be adopted. 

For example, it is not uncommon for owner/operators 
to have loan/advance accounts or to run personal 
expenditures through the business.  Once outside 
investment comes into play, those items, even if 

correctly disclosed, can lead to conflicts and so best 
practice is to eliminate them. Or the timing and 
frequency of Executive or Board meetings may need to 
be changed and enhanced with more in-depth reporting 
materials (in this case, less can be more as it’s not the 
quantity but the quality that matters).

Characteristics like honesty and integrity will be major 
considerations. Openness and transparency in all 
matters. And accuracy and reliability of reporting on 
a timely and regular basis – this includes all reporting 
such as Board materials, financial/operational reporting, 
and regulatory reporting. Although at first glance, the 
changes required may seem arduous, ultimately if you 
adopt common sense practices that bolster the integrity 
of the organization there is undoubtably value added to 
the business in the long run.

4. Anticipate the Requirements
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All the heavy lifting and relationship building is done, major 
deal points have been ironed out, so it’s time to focus on 
business matters and let the lawyers close it out? This is far 
from the truth of the matter. 

Yes, do engage strong legal counsel to advise and protect the 
business’s interests, however, they are not engaged to make 
risk-decisions on behalf of the business. At this time, the devil 
is in the details, so you also need pragmatic senior leadership 
to be embedded in the final process to ensure the language 
correctly conveys the business deal intent. And once again, 
it’s the downside matters that require the most attention and 
are usually contained in the Representations and Warranties, 
Pledges, Covenants, and Default sections of the legal agreement. 

Representations and Warranties are typically statements 
regarding conditions that exist at various time points and will 
be relied on by the respective parties to maintain the integrity 
of the deal – they therefore need to be unambiguous and such 
that the business can provide the required representation. The 
negative or positive Pledges need to be crafted in such a manner 
so as not to overly burden the ongoing business operations. 
Ideally, restrictive covenants are kept to a bare minimum and 
if they involve financial or business targets there needs to be 
a suitable amount of buffer built into the defined calculations 
to avoid unnecessary default triggers. And importantly, default 
triggers and the events of default need to be considered 
carefully, with emphasis on appropriate cure periods. 

In conclusion, financing the business is one of the most 
important enablers to the achievement of the strategic business 
goals. In the journey, invaluable business partnerships can be 
formed and the process itself can lead to an enhanced business 
profile. And with careful attention to the downside risk matters, 
flexibility can be factored in to help navigate through difficult 
times should they arise in the future.

At AHR, we pride ourselves on being pragmatic business 
advisors who have the experience to support you with your 
business journey. We focus on the SME sector with the mantra 
that no problem is too big or too small for our attention. 
Thereby enabling you to keep your focus on driving the business 
forward. 

5.  The Closing

“At AHR, we pride  
ourselves on being 

pragmatic business advisors 
who have the experience 
to support you with your 

business journey.”



If you would like to know more about AHR Corporate Advisory 
Services or would like to speak with our Managing Partners,  
please contact us by:

The author, Greg Francis, is a business executive and advisory professional with 
over 30 years of experience in corporate management mostly in the SME sector.  

For further information on the author and AHR Corporate Advisory Services,  
contact Greg Francis greg.francis@ahr-corporate.com or the Managing Partners, 
Steve Drake or Stephen Watson at steve.drake@ahr-corporate.com and  
stephen.watson@ahr-corporate.com.
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