Financial flexibility
for small business

Understanding Master Asset Financing
Agreements

At its core, an MAFA is a contractual arrangement
between a business and a financial institution. Under this

agreement, the business can secure financing for the
acquisition or leasing of a wide range of assets including:

Equipment

Machinery

Vehicles

Technology and other capital intensive resources.

Unlike traditional financing arrangements, MAFAs

operate on a‘master’ structure allowing businesses to
access funding for multiple asset acquisitions or leasing
needs under a single, overarching agreement. This

master structure simplifies and expedites the financing
process, minimising administrative burdens and enables
companies to efficiently manage their asset requirements.

Key components of a Master Asset
Financing Agreement

Asset financing scope

The MAFA outlines the types of assets that can be financed
or leased under the agreement. This could include a broad
range of assets relevant to the business's industry and
operational needs.

Financing terms and conditions

The agreement sets out the terms and conditions applicable
to how the financing will be provided such as interest rates,
repayment schedules and any associated fees.

Duration and renewal

The MAFA specifies the duration of the agreement and
whether it can be renewed or extended after the initial
term.

Security and collateral

In some cases, the financial institution may require collateral
or security to mitigate their risk. The MAFA outlines the
specific assets or guarantees that will secure the financing.

Asset maintenance and insurance

The agreement may detail the responsibility for maintaining
and insuring the financed assets throughout the term.

The advantages of Master Asset Financing
Agreements

Streamlined process

MAFAs offer a streamlined financing process reducing
paperwork and administrative burden for businesses.
Instead of negotiating individual financing agreements for
each asset acquisition, companies can access funding under
the master agreement, expediting the overall process.



Financial flexibility

With an MAFA in place, businesses have the flexibility
to acquire or lease multiple assets as needed without
the need for separate financing arrangements. This
agility enables companies to respond quickly to market
opportunities and stay ahead of competitors.

Cost effective financing

By consolidating asset financing under a single
agreement, businesses may benefit from cost efficiencies
and potentially negotiate more favourable terms.
Moreover, having a pre-approved financing facility can
provide businesses with greater bargaining power when
negotiating asset purchases.

Efficient cash flow management

MAFAs provide businesses with predictable and
structured repayment schedules enabling more efficient
cash flow management. Companies can align their cash
flow with the asset’s revenue generating capabilities,
optimising profitability and financial stability.

Asset lifecycle management

The master structure of MAFAs facilitates effective asset
lifecycle management. Businesses can plan for asset
upgrades, replacements or additional acquisitions with
ease, ensuring their infrastructure remains current and
competitive.

Enhanced capital access

MAFAs open broader access to capital for businesses
particularly for those with varied and diverse asset
financing needs. Companies can finance a wide range of
assets critical to their operations, from heavy machinery
in the manufacturing sector to advanced technology in
the IT industry.

Risk mitigation

A well structured MAFA can help companies mitigate
risk by providing the ability to diversify asset holdings
and allocate capital strategically. Additionally, the
agreement’s pre-approved facility ensures access to
financing when needed, reducing exposure to potential
funding shortages.

Contact us to read our article on ‘'How MAFAs can
play a pivotal role in support your business..

Suitability and considerations

While MAFAs offer various benefits, they might not be
suitable for every business.

Companies considering entering an MAFA should
carefully assess their asset acquisition and leasing needs
as well as their ability to meet the financing terms and
obligations outlined in the agreement. Additionally,
understanding the cost implications, interest rates and
any associated fees is crucial to making an informed
decision.

Businesses should conduct due diligence when selecting

a financial institution to enter an MAFA. A reputable and
experienced lender will provide tailored financing solutions
that align with the company’s objectives and industry specific
requirements. That's when using a specialised asset finance
specialist like us will be able to do the research on your
behalf, explain the available lenders and offer guidance with
your decision.

Unlocking business potential with Master
Asset Financing Agreements

MAFAs have emerged as a dynamic and advantageous
financing solution for businesses seeking enhanced

financial flexibility and streamlined asset management. By
consolidating multiple asset financing needs under a single
agreement, companies can efficiently access capital, optimise
cash flow and respond swiftly to market demands.

As businesses continue to navigate a rapidly changing
economic landscape, MAFAs offer a strategic advantage,
empowering companies to achieve their growth objectives
and thrive in the competitive marketplace.

By capitalising on the advantages of MAFAs, businesses can
focus on innovation, expansion and long term success secure
in the knowledge that their financial foundation is robust and
adaptable to the challenges and opportunities of the future.

Reach out for more information on how we can help you
with your business financing needs.

Contact us to read
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Disclaimer: This article provides general information only and has been prepared without taking into account your objectives, financial situation or needs. We recommend that you consider whether it is
appropriate for your circumstances. Your full financial situation will need to be reviewed prior to acceptance of any offer or product. It does not constitute legal, tax or financial advice and you should always
seek professional advice in relation to your individual circumstances. ©2023
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