
is an ipo the way to go for 
small to medium enterprises?

Faced with tighter borrowing 
requirements, more small to medium 
enterprises are considering all the 

options. One of these is ‘going public’ 
 with an initial public o�ering (IPO). 

Many business owners see the IPO as the 
ultimate achievement. While they have 
several bene�ts, their shortcomings need 
to be considered.  Knowing the facts about 
IPOs can help you determine whether going 
public is the right move. 

Before looking at the advantages and 
disadvantages of IPOs, you need to ask 
whether your company is ready. First, 
you have to be growing quickly enough 
to justify an IPO.  Accelerating growth 
over several years is a prerequisite to 

 be a contender in the market. You 
also will have a justi�able need for 
substantial funding and should consider 
the timing in the market by looking 
at how similar public companies are 
doing. On average, it takes one year to 
prepare the IPO, so you need to think 
about the performance of your industry 
when your o�er is ready. 
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GET TH E ED GE  

A bit of customer database 
pruning doesn’t go astray. Get 
rid of the dead wood and work 
on satisfying the needs of your 
top 20% of customers (they’re 
probably the source of 80% 
of your business). We tend to 
assume our top customers will 
always be loyal, and we forget  
to reward them for having got  
us where we are.

Business
Reliable, accessible, responsive...it all adds up to a quality outcome

Advantages
On the advantages side, an IPO is a way to 
raise large amounts of equity capital without 
incurring interest and needing to repay debt. 
It can help a company grow and develop, 
provide an objective share evaluation, 
build the company’s image and legitimacy 
- hence decreasing the cost of borrowing - 
and provide funds for future acquisitions. 
Business owners who list their company 
gain access to personal wealth, because 
publicly held shares usually trade higher 
than shares in private companies.
These advantages might seem 
irresistible but they need to be balanced 
against the disadvantages.

Disadvantages
The big one is loss of control. Going from 
an entrepreneurial focus and being in 
control, to being accountable to outsiders 
who want to see investment gains, can be 
challenging. You also lose control to the 
board of directors who may not like the way 
the company is being run. The share market 
will constantly evaluate how your company 
is run and re�ect this in the share price.
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money to create the IPO. Estimates 
for putting together the pieces range 
from six months to over a year. These 
steps include creating a business plan, 
a corporate pro�le, �nancial reports 
and an organisation chart, and �nding 
an underwriter to help you through the 

Underwriters are usually compensated 
 with a percentage of the funds raised
from the IPO, plus options for buying 
a predetermined number of shares in 
the future. In addition, there are 
substantial out-of-pocket expenses for 
external consultants such as auditors, 
legal assistants and investment bankers. 
After the IPO has been completed, the
company will have additional 
responsibilities. Regulatory bodies have 
stringent requirements for reporting. 
Ongoing additional costs include more 
�nancial sta� and larger accounting 
fees for audits. Time and money needs 
to be spent on investor relations and to 
create material for legal representatives, 
bankers, underwriters and brokers. 

A direct IPO is one alternative to a 
conventional IPO. In the United States, 
for example, businesses can sell shares 
online by �ling a Small Corporate 
O�ering Registration (SCOR). While 
there is minimal external review and 
oversight required under this process, 
backing up your case with audited 
�nancial statements will make it easier 
to sell your o�ering on the open market.  
A major disadvantage of the direct IPO 
is the time and e�ort required to sell the 
shares, and the risk that you might not be 
able to sell them.  

Many small to medium companies 
have stepped up to the next level with 
an IPO. An initial public o�ering 
can enable you to raise substantial 
amounts of equity capital without 
incurring interest and needing to 
repay debt. In addition, it creates an 
objective market valuation of your 
company, builds your image and 
legitimacy, and provides funds for 
future acquisitions. Against these 
bene�ts, you need to consider the loss 
of control, as well as the cost and time 
involved, in going public. 

Although rapidly changing 
information technology delivers 
countless bene�ts, it also brings 

new security risks that can harm 
businesses that are not prepared.  We 
mostly hear about security breaches 
and attacks against large corporations 
and government departments, but 
small to medium businesses are just as 
vulnerable and face similar IT security 
risks.  There are a number of preventive 
steps organisations can take to increase 
their cyber security in a rapidly changing 
world. The key is to know the threats 
and be prepared to deal with them.

Changing business processes and IT 
demands are raising security issues. While 
threats are becoming more targeted 
against individuals, employees are being 
allowed to use home PCs, smart phones 
and consumer-grade applications for 
business purposes. They are also using 
social networks, such as LinkedIn and 
Twitter, while on the job.  The trend 
towards working on unmanaged PCs, 
smart phones and social networks is 
complicating the security challenges. 

“Spear-phishing” 
One implication of these developments has 
been the growth of “spear-phishing” attacks 
– where the attacker targets an organisation 
by researching and �nding email addresses 
of key personnel who are likely to work 
with sensitive documents and have higher 
levels of permission on the �le server. Cyber 
criminals can use information found online 
- such as Facebook and LinkedIn pro�les - to 
create customised emails that seem real to 
the user who is tricked into downloading 
malicious software from infected web pages 
or attachments. 

Spoof emails
Another technique attackers use, is to send 
spoof emails from social networking sites 
announcing the latest pictures or updates 
from contacts. Clicking on the link in the 
fake email can result in a security breach. 
The low tech solution is to be more diligent 
and suspicious of emails, even if they seem 
 real. If you receive an email about the latest
 updates from a social networking site, you
can enter through the login page instead of 
clicking the link. Some experts advise to
never click on links in emails, even if you  
believe they are from trusted sources. 

cyber security – protecting  
yourself from the latest risks 
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Another factor is the time, e�ort and 

process. 
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get the best return on 
investment from your assets

Every business, large or small, has 
assets that help them perform their 
work, or deliver the services they 

provide, to their clients. These physical 
assets represent a signi�cant monetary 
investment for even the smaller business. 
Curbing operating costs and maximising 
asset productivity - asset management -  
is vital to achieve a greater return on your 
investment in assets.

Tracking assets
H aving an accessible record of the details 
of individual assets is a necessary basis 
for managing them. There are a number of 
asset tracking software solutions available 
that are speci�cally designed for the SME. 
Operating o� a database of assets and 
utilising such technologies as barcodes, 
radio frequency ID devices (RFI D), wireless 
smart tags and GPS, they can track 
anything from a �eet vehicle to a computer 
to a hammer. The database stores all the 
lifecycle details of any item such as its 
purchasing, leasing and invoicing details, 
physical location and, where relevant, which 
employee is in possession of it.
In trade occupations it’s not unusual for 
tradesmen to lose or damage tools and 
machinery on the job. Often they simply
draw a replacement piece from the 
storeroom. Though each loss or repair 
may be small, the cumulative e�ect can 
be great. Asset tracking software adds an 
element of accountability, and encourages 
a greater degree of responsibility, in the 
use of company materials. Assets can be 
instantly located, eliminating wasted time 
spent searching for them, and unnecessary 
expenditures to replace supposedly lost 
items.
Businesses that employ an asset in 
di�erent departments within one unit can 
use asset tracking to improve utilisation 
rates and possibly avoid the need for 
duplication.

Improving asset performance
In managing equipment over its lifetime 
SMEs typically adopt a run-to-failure 
“strategy”, predicated on the facts that 
they probably know little about how the 
equipment functions, and they don’t see 
the value in investing time and e�ort into a 
regular maintenance regime. This approach 
is counterproductive - unplanned and 

reactive maintenance places a signi�cant 
cost burden on businesses, one that is 
rarely fully understood or recognised by 
management.
Frequently an individual production unit 
may be the only one available. With no 
redundancy capability, asset downtime and 
failure are very quickly re�ected in bottom 
line results. Planning and management of 
asset maintenance increases the life cycle 
of the assets and keeps them performing at 
peak productivity levels.

Servicing manuals, pictures, quick-�x 
tips, warranty contract, maintenance 
history and vendor and repairer contact 
details can all be attached to an asset’s 
record in the asset database. Providing 
one central location for the information 
can get a down machine up and running 
again, with minimum loss of time. This 
can be critical in avoiding costly �nes 
now that broken equipment can have 
occupational safety and health, and 
environmental protection consequences, 
on top of reduced productivity.

Though rarely recognised by SME managers, 
an ongoing maintenance programme for 
assets is a strategic issue that translates to 
a signi�cant contribution to the business’ 
pro�t margin. Likewise, employees fail to
recognise the importance of asset 
management and don’t log problems with
their machinery until it fails completely. 
Asset management software simpli�es 
the process of developing a proactive 
system of asset management that 
incorporates real time logging of problems 
by operators, regular maintenance and early 
replacement of failing components. 
Improved management visibility into the 
location, use and performance of assets has 
enabled progressive SMEs to shift from 
a short term, situation-re�exive model of 
asset management, to a more strategic long 
term programme that ensures they derive 
the maximum return on their investment in 
assets. A streamlined asset management 
system will reduce asset loss, operating 
costs and downtime so as to minimise asset 
total cost of ownership.

Raising employee awareness of the risks
can only go so far. Small to medium 
businesses need to work behind the scenes 
to increase IT security. 

Update reguarly
The �rst step is to ensure that your system 
is kept up to date. Make sure that Microsoft 
Update is activated so that you can receive 
Microsoft Of�ce updates as they are 
released. Adobe Flash and P
other applications that should be updated 
regularly. If unsure whether you are up to 
date, there are products available that scan 
all software and report missing security 
updates. Outdated servers that can no 
longer be updated, or that work only when 
security is disabled, are risky and should be 
isolated on a separate network.

Security assessments
It’s also important to have regular security 
assessments to determine the risks, 
and how they are being addressed.  The 
architecture of internet connected networks 
and internal networks needs to be reviewed, 
along with how access to these is controlled.  
The rapid change in technology means that 
these assessments need to be undertaken 
quarterly for at-risk systems that are 
connected to the internet. 
Function-speci�c custom web 
applications used for critical business-
to-business and business-to-consumer 
solutions need to be tested regularly to 
ensure that data integrity is maintained. Of 
particular concern are peer-to-peer (P2P) 
networks. There have been many recent 
cases where sensitive and con�dential data 
has been publicly available on commercial 
P2P networks. 
Other areas that need to be considered 
in a security assessment are wireless 
technologies and remote access to the 
network by employees, sub-contractors 
and suppliers. These need to be reviewed 
to ensure that the right people have access 
only to data they are authorised to use. 

The rapidly changing world of 
information technology makes it 
necessary to take preventive steps to 
keep data secure. As hackers and 
scammers adapt to changes quickly, 
IT departments need to keep up by 
having the latest patches and 
assessing security regularly.

WEB PICK OF THE MONTH 
The hot, hot new trend in online 
marketing is video.  Do a search on 
“video marketing tips” and get lots 
of great free information, and free 
online tools you can download  
and use.
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300B Gillies Street, Wendouree VIC 3355

Phone: 5330 7200
Fax: 5330 7250
Website: www.mulcahy.com.au

Postal: PO Box 380W, Ballarat West VIC 3350

Email: info@mulcahy.com.au

ABOUT MULCAHY & CO

At Mulcahy & Co our aim is to help you 
achieve both business and personal goals. 
Our diverse range of services provides a 
‘one stop shop’, enabling businesses and 
individuals to access a total financial and 
business solutions package.

We understand that in helping you achieve 
financial growth and success, personal goals 
can be as important as the bottom line. We 
aim to help you make the most of these 
opportunities, whilst minimising the risks
along the way.

We tailor our range of services to meet your 
specific needs- no matter how large or small. 
We realise that 95% of our growth has been 
through recommendations from our existing 
clients. Such recommendations are testimony 
to our ability to not only meet, but exceed 
our clients expectations.

Whether it’s an issue concerning taxation 
planning, business and succession planning, 
superannuation advice, assistance with 
obtaining finance or bookkeeping matters, 
we have the people, the experience and the 
systems to help you. 




