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Abstract 

Long-term funding is loan funds that have a tenor of more than one year. So companies that take long-term funding 

have more than one year to pay it off. Generally long-term repayment of funding ranges from 5 to 20 years. For 

companies, this type of funding is considered suitable as capital to start a business, or as a solution when large costs 

are needed in a short time. Sources of long-term funds are very useful for ensuring the survival of the company, 

through the capital market. Formation of capital and accumulation of funds aimed at increasing public participation 

in mobilizing funds to support national development financing. The existence of this institution is not only as a 

vehicle for sources of financing, but as an investment involving all potential public funds, both available 

domestically and abroad. For example, a company that wants to develop a business such as wanting to buy fixed 

assets in the form of land 
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INTRODUCTION 

Sources of long-term funds are very useful for ensuring the survival of the company, through the capital 

market. Formation of capital and accumulation of funds aimed at increasing public participation in mobilizing 

funds to support national development financing. The existence of this institution is not only as a vehicle for 

sources of financing, but as an investment involving all potential public funds, both available domestically and 

abroad. So this investment vehicle is not only local investors, but also foreign investors, both private and 

government. The capital markets in Indonesia, namely the Jakarta Stock Exchange and the Surabaya Stock 

Exchange, or what is now known as the Indonesia Stock Exchange (IDX) can become media meetings between 

investors and industry. Through the capital market, capital owners can easily channel their funds into productive 

sectors. Viewed from a macroeconomic perspective of the capital market serves as a tool for optimally allocating 

economic resources, namely increasing income, creating employment opportunities and more equitable distribution 

of development outcomes. 

For companies wishing to enter the capital market, they need to pay attention to the conditions issued by 

Bapepam as the capital market regulator. In addition, the company must also be able to increase the value of the 

company so that there is an increase in the sale of its shares in the capital market. If it is assumed that the investor 

is a rational person, then the investor will definitely pay close attention to fundamental aspects to assess the 

expected returns that will be obtained. Therefore, at least an investor must know the existence of a productive and 

profitable company so that it is truly a profitable investment. To find out whether or not the existence of a company 

is good, an investor can assess it through financial reports. Financial statements are important information for 

investors in making investment decisions. The benefits of these financial statements are optimal for investors if 

investors can analyze further through financial ratio analysis. The use of financial statement analysis with this ratio 

is used to obtain detailed information about the performance achieved by the company and the situation and 

financial condition of a company. 

 

Definition of Long Term Sources of Funds 

Sources of long-term funding are funding to meet the needs of companies whose returns are in the long 

term and the benefits will be felt for a long time as well. 
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Types of Long Term Funding Sources 

1. Sources of Funds From Capital 

Long-term funding from capital is an alternative to debt-financed funding. So there will be no interest in 

this funding scheme. The source of funds from capital can affect the company's capital structure. Examples of 

sources of funds from capital are the issuance of shares and retained earnings. 

 Issuance of Shares 

Shares are securities or securities which are equity participation in a company. The company could issue 

stock, then Generally around 5 to 10 year period.  

The reasons a company's financial management requires long-term funding are: 

 The need for large amounts of funds needed for company investment. 

 The company's retained earnings are insufficient or non-existent to meet the company's funding needs. 

For example a company that wantsdo  development business likewishing to purchase fixed assets in the 

form of land, machinery or the construction of a new factory will require additional fresh fundslarge amount. 

Funding period short sure won't ableovercome them because of their relatively small number. So a long-term 

source of funds is needed long to fill it.the shares are purchased by investors,the buyer will automatically become 

part of the owner company. Sales proceeds These shares will later become the source of the company's finances. 

An increase in company owners means that the company's capital structure will also change. The company's capital 

structure will change according to the percentage of share ownership, either the new owner or the old owner. 

Issuance of shares means inviting other people to "join" doing business with the company. No debt. So there is no 

company obligation to pay off and pay interest like funding from debt. Due to this joint venture, the profits 

generated will be distributed to shareholders fairly through the distribution of dividends (if distributed). 

Shareholders are entitledget a share profitcompany. In addition, shareholders can sell these shares back to the 

capital market and hope to get capital gains or the difference in the selling price which is higher than the purchase 

price of the shares. 

 

 Retained earning 

Retained earnings can be an alternative option in obtaining a company's long-term funding sources. 

Retained earnings are a source of long-term funds originating from internal companies.Retained earnings are part 

or all of the profits generated by the company in the previous period which are used again to finance the company's 

needs. Retained earnings can be chosen if management and shareholders do not want the company to enter into 

debt or add new shares. Large amounts of retained earnings can be used for the company's long-term investment 

activities. Or at least retained earnings can reduce the funds needed to carry out the company's long-term activities. 

So that the need for funds from other funding sources is not too large. 

 

2. Source of Funds From Debt 

 Investment Credit 

Investment credit is investment credit provided by banks, and is still widely used by entrepreneurs.  

 

Investment credit is an alternative source of long-term funds facilitated by banking institutions. There are 

several things that will be considered by banks as creditors in deciding whether to accept an investment credit 

application or not. 

a. The feasibility of the investment to be carried out 

b. Investment cash flow to be executed 

c. Loan period 

d. Nominal loan payments in each period 

e. Interest rate 

f. Additional costs or fines if you pay late or pay early 

 

 Mortgage 

A mortgage or mortgage is a form of long-term debt collateralized by immovable assets (land, buildings). 

Funds borrowed in large amounts, generally worth 70 to 90% of the market value of the fixed assets guaranteed by 
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the company. In the credit agreement in the mortgage document, it is clearly stated what assets are used as 

collateral. In the event of liquidation the creditor will be paid in advance from the proceeds from the sale of fixed 

assets used as collateral. If the proceeds from the active sale that are pledged as collateral are insufficient, then the 

remainder becomes general creditors, just like the bond owner. 

 

 Bond 

We know that when interest rates rise, bond prices will fall (bond buyers lose), and when interest rates fall 

bond prices will rise (bond issuers lose). We know that when interest rates rise, bond prices will fall (bond buyers 

lose), and when interest rates fall bond prices will rise (bond issuers lose). Because of this, bonds were offered with 

floating interest rates. For example, it is determined that the bond interest rate is equal to the average interest rate 

on six-month time deposits at certain banks plus 1%. Another way to reduce risk for corporate bond issuers is to 

include a call price. The call price shows the price that will be paid by the bond issuer, when the right to buy back 

the bonds is exercised by the bond issuer. This is one of the benefits of long-term funding with bonds. 

 

 Convertible Bonds 

Convertible bonds are convertible bonds, which are bonds that can be converted into common stock. 

Owners of convertible bonds (convertible bonds-CB) actually owns the bonds and call options on the company's 

stock. The following are examples of convertible bonds: PT KAS Network issues convertible bonds that can be 

converted into ordinary shares in the next five years. Each convertible bond can be converted into 100 shares of 

common stock. Convertible bonds with a nominal value of Rp 1,000,000 per share offers a coupon rate of 14% per 

year. How does the issuance of convertible bonds affect earnings per share? This example shows that if at the end 

of the fifth year the price per share of common stock reaches more than Rp. 10,000, parabond holders willconvert it 

into common stock. If the stock price is below Rp 10,000 of them will choose to cash the bond. The example also 

shows that the conversion ratio of bonds to shares is 100, and the conversion price is IDR 10,000. 

 

 Preferred Stock 

Preference shares are stocks that pay dividends of a fixed value. The advantages of preferred stock for 

investors are:The amount of dividends is not affected byprofit obtained by the company. Meanwhile, the weakness 

of preferred stock is that preferred stock dividend payments cannot be used as a tax deduction. In other words, 

stock dividend payments preference is exercised against profitafter tax. 

 

CONCLUSION 

Sources of long-term funding infinancial management Companies can be grouped into own capital and loan 

capital. However, it is sometimes difficult to group a funding instrument into one of these types, for example 

convertible bonds. Which includes long-term funding in the form of debt can be in the form of investment credit, 

mortgages, and bonds and their various variations. Bonds can provide floating interest rates. Bonds can also have a 

call price. Call price is the price determined by the company if a bond will be repaid before maturity. In addition, 

bonds may only pay interest when the company makes a profit. These bonds are referred to as income bonds. If a 

new bond is repaid in a liquidation event when the more senior bond has been repaid, then this bond is referred to 

as a subordinated debenture. Sometimes the issuance of bonds is also accompanied by warrants. Warrant is the 

right to buy shares at a certain price at a certain time. In addition to common stock, companies can also issue 

preference shares. Preference shares will provide a fixed income (in the form of dividends). To the owner, even 

though there is a lot of profit or even a loss. To save on the cost of issuing securities and/or avoid distributing 

wealth to outsiders, companies issue rights. After the issuance of rights, the share price usually decreases, although 

shareholder wealth can increase. This increase in wealth occurs when the funds obtained from the rights issue can 

be used and provide a positive NPV. 
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