Factoring: A Financing Form That Has Come Of Age

ne of the "facts” about factonng is thal
Oitisarr‘aﬁ‘rgfmﬂ'ﬂthmmnf
age.

As the rens on pubic sector monies lighten
with approved city, state and Federal budgets,
the need for factonng has never been greater.

As aresult of thesa frends, factoing is
becoming a more attracive financing atemative

Factoring shoutd not be compared with the
cost of a bank loan. The true cost of factoring
vanes according o the indvdual croum:-
stances of each situation. | can only be com:-
putad by analyaing the mpact of each and

every one of tha banefits factonng can provide.

Many of the benefits wil have a tanghbie,
drect impact on a company's bottom ine,
Some of the benefits may be less tangible, but
make no misiake, they may be equally as
mportant.

To property measure the thue cost of factor-
g for your busness, you must thomughly
understand all of the benefits of factorng and
Ry they impact on your business,

Factoring's primary benefits include:

» Heduchion of bad debt. A non-recourse
factor wil assume the nisk of bad debt, thus

efiminatng this experse from the chent’s
ncome statement.

* Frofessional collections. A good factor wil
handie collections more productively than the
clent. The clent can then eiminate the over-
head cost associated with having someone
handle collections,

* Fnoice processng. Factors handle much
of the workl associated with processing invoic-
es. Thes includes maling them to customers

ing for the postaga); posting moices to a
computer systemn; depositing checks; entenng
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payments on the computer, and producing

reguiar reports. With the factor providing afl of
these sendces, the overhead cost of nvoice
processing is greatly rechuced,

» Frovide credit terms to your custome s,
Factorng wil allow you to provide new or
extendad cradit termms to your customers with-
out having a negative impact on your cash
flow. This makes it easier for your customerns &
by frorm you,

* Meat ncreasing dermand, Factonng is the
only source of financng that grows with the
cheril’s revenuas, As revenues Ncraass, mong
roney becomes immechately avalabie 1o the
client. This allows him o constantly be able 1o
* Take acheantage of earfer payment dis-
counts. Fachoring may allow clents 1o take
advantage of ety payment tenms offerad by
their suppliers. ff a cient can save two percant
on raw material cost because he has the cag
to pay the bils within 10 days, this significantly
reduces the true cost of factoring.

* With factorng, there may not be a need
to take on any pariners of 1o give up equlty N
YOLF COmpany as you would with venture cap
tal.

* Don't incur any debt. Factoing is not a
koan, and therefore no dett is incumad, This
kaps your balance sheet locking good, there
by making it easser 10 attain other types of
fnancng or to ultimately sall the comparny.

» Factoring helps built credt. Once you
bean to use facionng to provide an adequate
cash fiow, you can begn to pay your bils on
trme and start o estabiish or mprove your
credt. Ths also improves your chances of
oblaining credt terms from suppiers and
improves the chances 1o obtan corventional
francing in the future,

Facionng can be easy and fast, An appica
tion to establish a factonng relationship &
much more simple tham any other form of
firancing. No tax refums are needed: no per-
sonal financial staterments, no business plan,
o projecions, etc, And financing usualy
ooours within 24 hours of receipt of confracts.
How many banks do you know that operate
thal quickly? . .

Factoring wil alow you 1o leverage off your
customens’ crackl, You do not have 1o ba prol
itable, in business or at least three years, or
nead to mest other assorded oredit aritena
requred by banks and ofher commencial
lerclers, A company that has aedt-worthy
customers can get financing through a factor.

There are no parsonal guarantees needed
with factor. A company's principal’s do not
have to personaly guaraniee the repayment o
the funding. They do have to guarantes
against fraud or disputes, but not against cus-
tormers' inability 1o pay. Banks not only require
personal guarantees, they may require liens o
personal assels, such as residents.

Factonng also allows vou to concentrate or
marteting to grow your busness, L offers a
fnancial and business advantage thal can pro
vide an edge over the competiion.

For more information, contact Howard
Chemin, senior vice president, Quantum
Corporate Funding, Lid., 1140 Avenue of the
Amencas, 16th Foor, New York, MY, 10036,
(212) 788-1200; 1-B00-352-2535; Fa (212
944-8216,



