Tuesday March 25 2014
thetimes.co.uk/smehub

SUCCESSFUL

MODERN

TO
HOW E
RAIS E
C
FINAN

ENTREPRENEURSHIP

5

T

This is the ﬁfth in a series of
supplements The Times is publishing
in partnership with Santander to
support small businesses. Each month,
in print and online, we will be
exploring the issues affecting small
and medium-sized enterprises.
Words by Carol Lewis
Portraits by Maria Spann,
Richard Nicolson, James Glossop
and Gareth Iwan Jones

he seemingly paradoxical
need for ﬁnancial
institutions to take fewer
risks when offering loans
and for small businesses to
boost the economy through
increased growth,
traditionally aided by loans from the
institutions, has politicans wringing
their hands. The common perception is
that the banks are not lending to small
businesses.
However, the British Banking
Association (BBA) says that £7.1 billion of
new borrowing to SMEs was approved in
the last quarter of 2013, some 26 per cent
more than in the same period the
year before. The BBA reports that there
were 427,700 SMEapplications for loans or
overdrafts in 2013, with an overall
approval rate of 80 per cent. At the same
time, cash held by SMEs in current and
deposit accounts grew by 9 per cent
during 2013 to £136.7 billion.
Yet ofﬁcial data on the impact of the
Government’s Funding for Lending
scheme, which was designed to encourage
banks to lend, suggests that while loans to

Businesses
embrace
new wave
of funding
SMEs pair traditional
financing with
innovative ways
of raising money
home buyers have increased, SME lending
remains muted. The Bank of England data
shows that net lending to SMEs — by the
34 banks participating in the scheme
— declined by £1.3 billion between the
second and fourth quarter of 2013.
One explanation is that small-business
owners assume that bank lending is not
an option and automatically look
elsewhere. BDRC Continental’s latest
SME Finance Monitor, based on a survey
of 5,000 telephone interviews, supports
this view showing that eight out of ten
small business leaders had neither sought
nor wanted external ﬁnance last year. Of
those applying, seven out of ten were
successful, with those renewing an
existing facility twice as likely to succeed.
So what is going on? Talking to small
business owners for this edition of
SME, one thing was clear: while many
had sought bank loans in the past they
are now more keen to pursue new sources
of ﬁnance. There is a lot of excitement
around options such as peer-to-peer
lending and crowdfunding. The credit
crunch dented conﬁdence in the banks
with the slack taken up by more
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innovative forms of finance.
Beauhurst’s 2013 Annual Equity
Investment Review found that
investment in the 650 fastest-growing
SMEs grew by 35 per cent to
£1.5 billion last year.
That trend looks set to continue
with investment 65 per cent higher in
the first eight weeks of 2014 than it
was at the beginning of 2013.
Beauhurst found that investments via
crowdfunding platforms had
increased 12-fold in the past year.

Successful modern
entrepreneurship
Crowdfunding, in which a large
number of people invest small
amounts, usually via an internet
platform, is becoming hugely popular.
Generous tax breaks for investors
via schemes such as the Seed
Enterprise Investment Scheme
(SEIS)and Enterprise Investment
Scheme (EIS) have helped attract
individual investors to the sector.
Since SEIS launched in April 2012,
more than 1,600 companies have
raised more than £135 million on the

25,000

Businesses helped by the Business Bank in 2013
back of it. The Chancellor’s
announcement that the SEISand EIS
tax relief schemes are to be made
permanent will be welcomed by our
interviewees, several of whom have
secured angel investment after
registering for the scheme. Other
budgetary moves, including the
inclusion of peer-to-peer loans into
Individual Savings Accounts are likely
to entice individual investors into
SME lending.
The British Business Bank,

£135 million

Amount raised through the SEIS since April 2012

expected to be fully operational by
autumn, promises to unlock £10
billion of traditional and alternative
finance for SMEs over five years.
A Treasury select committee
report in 2011 found that the largest
four banks in the UK
have a market share of 85 per cent
of SME lending —this is changing
with the arrival of “challenger”
banks and new modes of finance.
The SME banking survey,
commissioned by the Chancellor, is

angels open doors for
letting club

“SEIS [Seed Enterprise Investment
Scheme] is a really powerful tool
when trying to engage angel
investors,” says Yudan, whose
short-term letting club was one of the
first companies to benefit from the
Government-backed scheme offering
tax relief to investors.
“It i sreally straightforward to
apply for SEIS. It takes just ten
minutes on the HMRC website,
you just need a good business plan.
Within two weeks we got an answer,”
he says. “It wasn’t well known when
we applied. It is becoming standard
for entrepreneurs now and is the first
thing that many investors
look for.”
Yudan raised £250,000

in his first round of funding of which
£150,000 benefited from SEIS. He
has since raised £1 million in a
second round via existing investors
and venture capital. In each round
he gave away 15-30 per cent of the
company’s equity.
“It i sgreat to have some of these
investors involved in the company as
it gives me access to their networks
and experience.
“When looking for funding I
searched for people with relevant
experience and contacted them
directly. I also attended angel
network events. This is about
building business relationships.
You need to build your reputation
and show the business is growing
before you ask for funding,” h esays.
“As soon as the first round finished
I started work on the second round
of fund raising. I said ‘I don’t need
money now, but what would I need
to do to make this interesting to
you?’,” Yudan explains.
“Build relationships slowly.
Research angel investors and make
sure their interests and expertise
will complement your company.
Venture capitalists won’t invest i ntwo
companies i nthe same sector,
they won’t invest i ncompetitors,
I didn’t realise that initially.”

in the pension pot. I can then use
the money to grow the business.
The upfront fees can be expensive
at about £10,000, but that gave me
access to something I didn’t have. It
isn’t suitable if you want a short-term
cash injection or to bail you out of
debt, but if you see it as a away to
grow your business and then put the
money back into the pension pot,
then it is good,” h esays.

The loan is secured against the
company’s intellectual property and
assets. Grimsey, who has previously
designed a Doctor Who Tardis
speaker and World Cup football
speakers, has used the money to
pay for 3-D design and tooling for
new movie-themed designs, which
have just won him a large contract
to produce a series of speakers with
“potentially huge sales”.

Name Nitzan Yudan
Title Founder
Company FlatClub
Founded 2010
Employees 17
Funding source Angel investors
and venture capital
Growth trajectory“We started with
five properties inLondon and now
have 10,000 worldwide”

Jeweller’s future is
full of sparkle

Name Vashi Dominguez
Title Founder and owner
Company vashi.com
Founded 2007
Employees 52
Funding source Bank loan and
angel investment
Growth trajectory “We sell in 52
countries but expect this to grow
in the next three years to more
than a hundred”
“The London Stock Exchange is
trying to persuade me to float the
company, but it is a bit too early,” says
Dominguez, who owns a diamond and
jewellery retailer. “If we do this in 12
to 18 months’ time the valuation will
be much higher and we won’t need to
dilute the company so much.”
Dominguez set up vashi.com with
his own funds — he has built and
sold five previous businesses — and
until recently hadn’t needed to
raise funds from external sources.
However, in the past 18 months he
has taken a bank loan of £100,000 to
pay for a new e-commerce platform
and raised £3.2 million from angel
investors to accelerate the growth of
the company i nthe UK and abroad.
Dominguez did this without
conceding any equity to his
investors, many of whom are family
friends, primarily because there are
more than 50 of them with most
contributing modest amounts of cash.
The angel investment is being
used to move the company faster
along its planned growth trajectory.
“I could see what we needed to do
over the next 12 months and the
talent we were going to need to hire
and thought we could do that now
and progress faster,” h esays. The

company, which has grown from two
people running the website i n2009
to 52 today, is now looking to fill 12
more roles.
“We have a very aggressive
growth plan. We plan to launch ten
international websites in the next
year. Currently, 90 per cent of our
turnover i sfrom the UK and 10 per
cent is from overseas. In three years,
it could be two-thirds from overseas
and just a third from the UK. I have
a keen eye on going global as quickly
as possible so I have used the money
from the angel investors to build the
back-end systems, processes, training
and management we will need.”
Dominguez advises other business
owners to pause before seeking
finance. “I would ask ‘Do you really
need to raise the money?’ Raising
money isn’t cheap. Anything other
than a bank loan is likely to cost you
10-30 per cent interest
a year, and giving away
equity isn’t cheap if you
believe the company is
going to grow i nvalue.”
So what about the
London Stock Exchange’s
proposed Initial Public
Offering? “We don’t need
£20 million to
£30 million right
now. We couldn’t
even spend that
much,” h esays.

“I have a
keen eye
on going
global as
quickly as
possible”

expected to report in May. Regardless
of what this shows about competition
in the sector it is clear that a new
model of funding for small businesses
is evolving — one that pairs
traditional bank loans, overdrafts and
credit with new alternatives.
In future, SMEs whose loan
applications have been rejected by
the large lenders might be referred
to alternative finance providers. If our
ten case studies are representative, it
will be a popular move.

pension gets audio
business off the ground

Name Karl Grimsey
Title Founder
Company Rapax
Founded 2013
Employees 2
Funding source Pension-led
funding
Growth trajectory “We sold 4,000
speakers last year but expect to
sell about 30,000 in future years”
“My pension was just sitting there
doing nothing. So, I looked at how I
could use it to finance the business,”
says Grimsey, whose company
designs and manufactures
Bluetooth-paired novelty speakers.
Grimsey, who also owns
WhoSounds, the retail business
through which the speakers are sold,
says he didn’t want “to go through
another beauty parade with business
angels and give away equity”
as he had done with Rapax’s
sister company. When building
WhoSounds, Grimsey had raised
£150,000 in venture capital in
return for more than 50 per cent
of the equity.
For Rapax though,
he arranged a
loan-back of just
under £30,000 from
his pension through
pensionledfund.
com. “Basically,
I have drawn down
from my pension
to create a trust
fund, this trust
fund then lends
me the money.
I can’t loan
more than half
of what I have
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CROWDFUNDERS OPT IN TO
HEALTHY SALAD DRESSING

Name Gem Misa
Title Managing director
Company Righteous
Founded 2010
Employees 1
Funding source Crowdfunding
Growth trajectory“In four years,
sales turnover has grown from
£9,000 to £310,000 yet I still work
from home from my kitchen table”
“We got a listing i n600 supermarkets
and I realised, that we would need
to raise our proﬁle, but we didn’t
have the money to do it,” says Misa,
the founder of the healthy salad
dressing company. “We couldn’t get
bank ﬁnance because we had no
track record. Then I heard about
crowdfunding,” she says.
A chance meeting with some
employees from a crowdfunding
platform, Crowdcube, piqued her
interest in this type of fundraising

Entrepreneurs who have taken up Government-backed Start Up Loans since April 2012

“Our sales
increased by
180 per cent”

in which money is collected online
from a large number of investors.
Misa’s ﬁrst listing on the website saw
her raise her target £75,000 from 80
investors in four weeks. She used the
money to produce an advertisement
which aired on YouTube, More4, Sky
and the Good Food Channel.
“We got 10 million views and our
supermarket sales increased by 180
per cent, which was just the push
we needed,” she says. An order soon
followed from Costco in Canada
but it represented 75 per cent of
Righteous’s annual turnover and
they didn’t have the capital to fulﬁl
it. So Misa went back to the crowd
and raised £150,000 in four days.
“Crowdfunding i sgreat but
it would be very difﬁcult to
come with an untested idea. We
were lucky because we had a
product with listings and proof
that the investment was to grow
the company.” Misa keeps her
investors updated on the business’s
progress via monthly newsletters.

CAR LEASING COMPANY
BANKS ON THE PUBLIC

Name Reg Cole
Title Co-founder
Company Buy2LetCars
Founded 2012
Employees 11
Funding source Crowdsourcing
and angel investment
Growth trajectory“We want to
grow from £10 million to £20
million-worth of cars”
“Instead of funding from the bank,
we deal directly with the public,” says
Cole, of the car leasing company.
The company was set up using
£100,000 of angel investment
after Cole put an advertisement
in a national newspaper for seed
investors.
A retired businessman came
up with the money in return for a
25 per cent stake i nthe company
and is now a trusted mentor. The
business, though, is self-ﬁnancing via
a crowdsourcing-style business model

with investors each paying £13,500 to
buy a car. This money is paid back to
the investor after a three-years, plus
11 per cent a year interest. Customers
lease the cars for three years, through
sister company wheels4sure, and pay
for the servicing and road tax. After
three years the car i sreturned so it
can be refurbished by the ofﬁcial car
dealership and sold on.
Cole came up with the idea for the
ﬁnancing structure after losing his
car dealership during the recession
when he failed to raise ﬁnance
from banks and ﬁnancial institutions.
There are safeguards to ensure
that customers don’t make off with
the cars or default on payments,
including GPS tracking and starter
interrupt devices. The result is a 0.1
per cent default rate.
“Both sides of the business are
humming. We have more than 200
investors and about 400 vehicles,”
says Cole (pictured below with
co-founder Scott Martin, right).
“This year we want to ﬁnish with
£10 million worth of cars.”

FARMERS BUY SHARES
IN CHOCOLATE SUPPLIER

Name Sophi Tranchell
Title Managing director
Company Divine Chocolate
Founded 1998
Employees 25
Funding sources Governmentbacked bank loan, charity and
social finance investment
Growth trajectory “Last year our
turnover grew by 5 per cent, this
year it should be more”
“The loan guarantee was a fantastic
facility as i teffectively enabled the
cocoa farmers to buy their shares.
Some 80,000 cocoa farmers now own

45 per cent of the company,” says
Tranchell, who runs the Fairtrade
chocolate supplier Divine.
The £400,000 loan guarantee
provided by the Department of
International Development enabled
the ﬂedgling chocolate company to
get a better interest rate on a bank
loan, which has now been paid
off. It also provided Divine with a
banking track record, leading the
way to facilities such as invoice
discounting (short-term loans to
cover outstanding bills) and
currency-forward contracting (used
to lock exchange rates).
Currency ﬂuctuations are of
particular concern for a company
that deals in a commodity such as

cocoa. “We learnt
our lesson at the end
of 2008 when the
pound lost 2 0per cent
of its value. We lost
our margin overnight.
Currency forwarding
has enabled us to secure
our margin for a year,”
Tranchell explains.
Divine also beneﬁted in its
early days from investments of
£250,000 from The Body Shop
and £150,000 from Christian Aid in
return for equity and places on the
board, including for co-founder of
The Body Shop Gordon Roddick.
“Gordon was on the board for ten
years. It was absolutely fantastic to

“Investors brought
so much more than
money with them”
PEER-TO-PEERS BID ON
GALLERY SUCCESS

Name Paul Maslin
Title Co-founder
Company Hales Gallery
Founded 1992
Employees 5
Funding source Peer-to-peer
lending
Growth trajectory “We have
gradually built from the
recession back up to 2007-08
turnover levels”
“Often we are not entirely clear
when our clients are going to pay.
They don’t take the goods for a while
though, either. It can all be very
ad hoc. We are a low turnover, high
value business,” Maslin says.
The gallery might have £650,000
in outstanding invoices but when
one painting can cost anything up to
£300,000 it only takes one customer
to clear their debt for the cash to
start ﬂowing again.
Most businesses with a payment
gap like this would turn to factoring

ﬁnance but Maslin and his business
partner, Paul Hedge, have discovered
peer-to-peer lending.
“I couldn’t believe how easy it
was,” Maslin says. “It took half an
hour to ﬁll in the forms, about who
we are and what we wanted the
money for, plus our accounts and
management report. They do a few
background checks and when you go
live on the website potential investors
can ask questions — few do.”
The art gallery borrowed £61,500
in January from members of the
peer-to-peer lending website Funding
Circle. This is its third loan from
the site. The other two were in 2012
and 2013 for £50,000 and £100,000
respectively.
The investors bid to lend the
company money — the greater the
number of investors the lower the
interest charged on the loan. “The
target rate i s9.6 per cent. You could
get a loan for cheaper than the
bank but banks don’t want to take
unsecured risks,” Maslin says.
Since the gallery was launched
22 years ago, Maslin and Hedge

have used most methods of raising
ﬁnance, including loans from family
and friends, government grants, bank
loans, overdrafts, credit cards and
angel investment. “A client really
helped us out in the recession with
some money, h edidn’t want a stake
in the company though,” Maslin says.
However, peer-to-peer lending is
proving a favourite. “We have been
bid out in a few days every time,”
Maslin says. “Funding Circle might
not be the cheapest option but it is
quick. You can get a big lump sum
of money, use it immediately and
pay i toff quickly. I only ever borrow
against what I know is coming in. We
also have the advantage that we have
been going for a long time and our
credit rating i svery high. We have
never been late or missed a payment.
“I am already planning what we
might need next because I know
cashﬂow might be an issue at the end
of the year. I have earmarked funds
for certain projects and I suspect we
might get a big tax bill. Borrowing
would help us fulﬁl the tax bill
without eating up working capital.”

8%

SMEs that applied for a new or renewed loan or overdraft in 2013

have someone that experienced,”
Tranchell says. The equity was
subsequently gifted back in
the case of The Body Shop or
transformed into loan stock
by Christian Aid.
Charity connections
have helped the
company with “money
can’t buy beneﬁts”,
which has included a
tie-up with Comic Relief
producing materials for schools, and
sponsorship indents aired during
Celebrity Big Brother.
The Body Shop also sold the
chocolate i ntheir shops for the ﬁrst
seven years and Christian Aid sent
out discount vouchers and postcards,

calling on supermarkets to stock the
brand, to their 350,000 supporters
—the postcards helped to boost
Divine’s supermarket listings from 50
to 350 shops in a couple of months.
“They all brought so much more
than money with them,” she says.
Oikocredit, a Dutch social
investment co-operative, has invested
equity i nDivine’s American sister
company and the Divine farmers’
co-operative.
It has not all been plain sailing,
though, with Tranchell burnt by an
American conservation organisation’s
investment. “They linked the value
of their option to the turnover rather
than the bottom line. We had to buy
them out at an enormous cost.”
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It’s important
to ﬁnd the
right ﬁnance
path
Darren Hart head of
Growth Capital at
Santander

W

ith an increasing range of
funding solutions on the
market, securing ﬁnance
can be quite a project.
Start by assessing the
ﬁnancial state of your
company, decide on what
you want to improve and prioritise, so you can
focus on which solutions could work for your
business. Thorough research of your options,
from bank ﬁnance, business angels, as well as
family and friends, to newer facilities such as
supplier ﬁnance and online peer-to-peer or
crowdsourcing sites, will help ensure you make
the right decision.
The range of possible solutions may appear
bewildering at ﬁrst, so it’s important to take
the time to understand the various obligations
imposed by each. Bear in mind your current
needs and future plans, and then choose the
path to ﬁnance your ambitions which is both
cost effective and aligns to your company’s
assets and cash ﬂow. For example, considering
a commercial mortgage for new premises which
provide you with security for lending, can
translate into favourable longer terms that won’t
impact much on liquid assets.
With a capital expenditure project i nmind,
such as acquiring machinery, consider exploring
asset ﬁnance. This facility i slinked to the value
of the equipment you want to purchase and
the lender will structure a facility over its life,
assessing the extent to which it can be sold in
the future, should the need arise.
Projects that are less tangible but which
may create signiﬁcant value over time, for
example research and development, require
a different approach. You may qualify for an
appropriate grant, especially if you are creating
jobs. Otherwise, you may opt to approach a
business angel or other private individual. This
option could bring with it a wealth of expertise
and a bulging contacts list, that may be worth
surrendering some of your equity for.
Santander provides Growth Capital loans
through our Breakthrough programme. For
businesses with established proﬁts and cash
ﬂow, this mezzanine ﬁnance works similar to
the ﬁnance private investors offer, but with
Breakthrough Growth Capital the entrepreneur
does not have to dilute their ownership.
If you’re lucky enough to have never
borrowed, yet need funds to grow, then don’t be
afraid to consider debt, which can be a
cost-effective approach to investing i nyour
business. But make sure you are comfortable
with the repayment structure as you will need
to run your business for cash to fulﬁl your
obligations. The key to selecting the right
funding solution is to know exactly what you
want the money for and what the return will be.
When preparing for discussions with a
bank or funding provider present your future
ﬁnancial plans, based on clear assumptions on
your competition and the trends in the market
place as you see them. Though you may not
need to provide full ﬁnancial disclosure, be sure
to know it inside out and be able to answer any
questions which may arise in due course.
Banks should encourage open communication
and the exchange of useful information with
your business.
* Breakthrough is a programme of funding,
business support, events and consultancy to help
high-performing SMEs leap to the next level of
sustainable growth. To ﬁnd out more go to:
santanderbreakthrough.co.uk

Successful modern
entrepreneurship
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Increase in SME investment via crowdfunding in the past year

JUMPSTART MOVES AHEAD
IN LEAPS AND BOUNDS

Name James Roupell
Title Managing director
Company BoBo Buddies
Founded 2012
Employees 4
Funding source Savings and
personal loan
Growth trajectory “We turned
over £50,000 in the five months
before filming and £200,000 in
the year since”

“We all
invested free
time and
ploughed
the money
back into the
business”

MORTGAGE KEEPS HEALTH
RETREATS FIGHTING FIT

Name Cleo Collins
Title Managing director
Company Hillmotts retreats
Founded 2010
Employees 15
Funding source Mortgage
Growth trajectory “We have
grown from pretty much nothing
to £800,000 turnover in a couple
of years”
“We were spending £4,000 a week in
rent and now we are putting £5,000 a
month into paying off the mortgage.
This quarters our costs,” says Collins,
who runs a chain of ﬁtness retreats.
Hillmotts took out its ﬁrst
mortgage of £500,000, supported by
a £300,000 deposit, to buy a property
in the Cotswolds in September.
Collins and co-owner Neil McLaren
(above, right) spent £150,000 on
refurbishment and the retreat

Rise in SME cash holdings last year

INVESTOR TOYS WITH
BACKPACK FOR KIDS

Name Brian Williamson
Title Managing director
Company Jumpstart
Founded 2008
Employees 46
Funding source Business Growth
Fund investment
Growth trajectory“We have
achieved, on average, 200 per
cent growth in turnover a year”
“In the beginning, the business was
funded by sacriﬁcing our margin and
hiring people who could wait for six
to nine months for their money,”
says Williamson, whose company
helps businesses claim research and
development tax credits.
The company, which reaps its fees
from the savings garnered by clients,
has to wait almost eight months to
get paid. “We self-ﬁnanced i nthe
short term. We all invested free time
and ploughed the money we made
back into the business. The company
was refused bank funding i n2008
because it was just two people with a
coffee machine and an idea.”
All of which was ironic given that
Jumpstart was helping its client
businesses save some £100,000 each,
helping them to avoid taking on debt
during the recession. The lean
mean approach worked for the
Edinburgh-based company, with
turnover growing from £70,000 in
the ﬁrst year to £4 million today.
Those early workers beneﬁted from
having proﬁt share deals written into
their contracts.
When the Business Growth
Fund (BGF) — a £2.5 billion equity
investment company set up by a
consortium of UK banks to ﬁnance

9%

“Other
than the
mortgage
we have
never taken
out a bank
loan”

fast-growth companies — was
looking to invest i nsome of the
company’s clients, it suggested
Jumpstart might also be eligible for
ﬁnancing. This led to the company
garnering £3.4 million from the fund
via a mixture of debt and equity in
return for a 2 9per cent stake.
The money is being used to help
increase the number of people on its
board and to acquire new technology
to help source potential clients and
take the company abroad.
“The unsecured debt is more
expensive than a bank loan. However,
we have a good chairman and
non-executive director with relevant
experience, so it is not just money.”

opened i nJanuary. The company
was established after Collins helped
a colleague get ﬁt and lose 3st. “He
inspired us to ﬁnd a way to help
other people to do this,” she says.
The ﬂedgling company rented
three properties and built
a website. “The business
got off the ground
within days. The way
we marketed it and
the pricing structure
meant bookings
came in thick and
fast, covering the
rent,” she says.
“Other than
the mortgage
we have never
taken a bank
loan or put in our
own money.”
The company plans
to gradually buy properties,
converting rental payments into
mortgage payments.

“I decided to go on Dragons’ Den
for two reasons: the money and the
publicity. I was really conﬁdent I
could do well. I was sure if I kept my
cool I could win over the dragons,”
says Roupell, whose company sells
soft-toy backpacks.
“The publicity was tremendous
and it generated all sorts of interest
from retailers,” h esays of the
programme, which was aired earlier
this month. The downside was that
the dragons’ £50,000 of investment
required him to give away 30-40
per cent of his business. “I had a
sounding board of advisers who run
all sorts of toy businesses. I hadn’t
pinned all my hopes on Dragons’
Den. These guys explained that doing
the volumes I was doing, £50,000
would be quickly swallowed up. I had
£150,000 of stock coming in, so one
of the advisers offered £50,000 as a
short-term loan at a small interest
rate. This meant I didn’t need to give
away any equity i nmy business,” he
explains. “I went back to the dragons
and explained. They were very
understanding.”
Until ﬁlming the programme,
Roupell had funded the company
himself — £30,000 saved over three
years while living at home.
“I came up with the idea after a
ﬂight in which I was surrounded by
kids with endless pillows, blankets
and backpacks and I remembered
Alan, a teddy my granny had sewn a
blanket inside. I thought, why don’t I
make something like that.”
Roupell and his gran made the
prototypes and then sourced a
manufacturer in China, launching
the product i nOctober 2012. His ﬁrst
consignment of 4,000 toys sold out
and he started to secure orders from
bigger retailers. “The better you are
doing, the bigger the numbers you
need to supply, the more money you
need. I had orders, I just needed to
fulﬁl demand,” h esays.
Since last April, the company has
grown organically, although he has
plans to raise ﬁnance in the
future. “As the demand
increases there will
be a stage when it
becomes difﬁcult.
I would like to look
at merging with a
bigger company or
taking a partner
on board.”
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Friends and family
Approaching friends and family for
finance isn’t easy, but if you have a sound
business model they are a good start point.
Mortgage
Raising money against your property
can be one of the cheapest routes to debt
finance, but you need to ensure that,
should the business fail, you can still make
the mortgage payments.

ways to raise
finance
Bobby Lane, a
partner at the
accountancy firm
Shelley Stock
Hutter, outlines the
ways in which small
businesses can
raise money
ILLUSTRATION BY CHING LI CHEW FOR THE TIMES

Bank loan
If you can get through the bank’s credit
committee, you will need to have bank
security for the loan. If you do not have
this, you may be able to use the Enterprise
Finance Guarantee scheme (see no 6).
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Angel investor
A third-party investor with a different
skill-set can add value and bring
connections to your business. New
alternative routes to angel investment
include crowdfunding platforms with
investors pledging small amounts of
money in return for an equity stake.
SEIS/EIS
The Seed Enterprise Investment Scheme
(SEIS) is a fantastic incentive for investors
with up to £100,000 to invest (the
company can raise £150,000). Investors
receive 50 per cent income tax relief on

their investment. If the business is sold
after three years there is no capital
gains tax on the sale of the shares if the
business is successful. There is additional
loss relief if the business fails in the future
and the shares are disposed of at a loss.
For larger investments there is the
Enterprise Investment Scheme which
works in a similar way but the
initial income tax relief is
30 per cent.
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Enterprise Finance
Guarantee scheme
The Enterprise Finance
Guarantee scheme
involves the Government
guaranteeing 75 per cent
of the loan with the bank
taking the other 25 per cent of
the risk. However, you will have to give
a personal guarantee for the amount.
Your business will need to be UK based,
have a turnover of less than £4 million,
looking for finance of between £1,000 and
£1 million, and will seek to repay the loan
within three months and 10 years.
Start-up Loan scheme
The scheme was created by the
Government to help people who are
trying to start or grow their businesses. If
you have been trading for less than
12 months you can access up to £10,000.

On top of the funding the borrower
is also matched with a business
mentor free.
Overdraft
If the business is growing rapidly, then
an overdraft may be nothing more than a
temporary fix. In a short space of time it
may need to be increased but given the
time it takes to increase a limit and
the security required, this may
not be quick enough to support
the growth.
Asset-based lending
Lower security requirements
and more flexibility make this
type of finance a good option for
a business that is looking to expand.
Banks and finance providers are much
more comfortable offering these types
of facilities. However, this will not be
appropriate for businesses that do not
offer credit to their customers.
Trade finance
If a business needs to address working
capital issues and paying suppliers, then a
further option is trade finance. Facilities
such as letters of credit work well when
purchasing from Asia and there are now
some excellent stock financing products
on the market that will assist companies
with their growth.

