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Contractor Funding Options

When Your Banker Can't Help You

Electrical contractors regularly face late payment problems from construction
companies and governmental entities. While some state and local governments
have attempted to remedy this problem with legislation and regulation, late
payment abuses have reached epidemic proportions in the construction industry.

By Howard Chermin, vice prestdent, Quartum Corporate Fumiding Ind

here are a number of funding apuons
I available wo contracesr but (o understand
how these options work we must firse
caplore why payment delava have become such o
sefigud problem and why this, in part, has led

banks to move away from doing business with
clectrrcal contracran.

MoOre THAN 60 Days
W ymeious siticles on the subpect of late
L ™ payment have been written and most
cuntraclors can actest to these abuses from
personal expenence. While some progress 1=
heing made, there 1 littde doubt in the mnds of
contraciurs, bankers and constructing funding
finance companies that these abuses will conrin-
ue and prabably get even worsc. As & maer of
fact. in 8 recent article ritled “Ohwher Proples
Womr,” which appeared in Enprasering News.
Rerord, the average delay in contractor's payments
has increased to an unbellevable &9 dayvs

What makes this problem even worse is thar
the bunking industry has begun to move away
frevm funding contractors and their projects even
when they are bonded. There may he no specific

reasan why banks are leaving contractors o with-
cruon the vine, starving, for needed carh infMows
Buc. seme industry experta believe thar many
figrkers do not gpprove of, of elearly underiand,
the concept of progress payments. [n addition
banks require loans to be paid on & nmely and
regularly scheduled basis,

COMPLEX ANSWERS
'\( That does thos late pavment problem
translase into for the average contractor?
The answer is complex. Contractor have begun
to sell-finance construction projects, a risky
endeavit, Contractors deplete their lines of credin
with nowhere to o, Without funds contractons
have difficulty paying suppliers and are forced to
teduce the number of employees they have wark-
ing on projects. And finelly, contractors are
having difficulty meeting their weekly pavrell
because they have not been paid for the waork
thev've alresdy done. Each af these problems
alone can be the cause of stress, project slow
downs and porencially, the loss of a conrract,
Enough for the bad news, lets now look 1o the
pomitive side of the industry and the opportunities

| Some industry experts believe that many bankers do not approve of,
or clearly understand, the concept of progress payments.
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available po meer challenges head
an, To understand how funding

DPIIonRs CIn 255151 3 contractor let
s egamine o recent redl Lle case

THE REaL THING
E arlier this vear, a large electn-
cal eontractor in Mew York
Cirv was facing a shorizll n
meeting his weekly payrell. Like
Froany cenrractors todday, the prog-
ect involved & significant number
of emiplovess working two shifts,
wheeh eranslaced into @ weekly
payroll of dlmose @ 300,060 With
bis finances vircsally capped out,
the contraces [opked o his bank
for aprions. His line of credit was
depleted and with the long
approval process required to get
additional funding from his bank,
he way unable oo secure the niced-
ed funds. Unaware of all of his
apLions, the contractor sought the
agsistance and advice of his
agceouncant. Alier a brief mesting
ehe canrracoar bearned abour sev-
il funding opoions and was rec-

BonpeED Is BETTER
F‘ur example, Cuantum Carpo-
rasvee Funding nffers o program
where bonded conteaciors can
peceive mone than 95 percent of
funds required for the purchase of
builtling matenials, Funding com-
parics can absn provide bonded
conttactors more than 100 percenc
of paveal| reguirements. Each of
thess services chargss a
icusnndble rate

With these opoons. the soress
and probilems wssociated with
meeting Mnencial obligations can
be sigrificantly reduced or glim-
nated Conteaeioeg can fely on
funding companies with available
resonrces and foolprool methods
of lending o provide che cxora
doliars needed (o complete
prejeces. Having access o these
funds alia frees up contractor's
resources oo find new Business
apportunities of bid on new
CONSITUCTION PHOpECTS.

Funding companies also have
feser constraine than banks and
offer Aexibility that other lenders
canmol

ommended po Luanium
Corporste Funding

Cruantem headquartered in New
York City, a recognized national
leader in the area of construcoion
financing. arranged o meer the
coneractor earky on 3 Wednesday
morning. After a meetng and
informaton exchange, Cuanium
wis gble to provide the contracoor
with the $300.000 he needed two
davs later.

FACTORING RESULTS
I_Il:lw was Duantum able w pre-
vide these funds and how

could they pravide them to the
contractor in less than three days?
These are vary imporcant
questions and the anywer i
smple, factoning. Factaring. while
not 3 New conceEpl, is now being
spplied to industries snd business
models that were once congidered
oo large or wo risky

Factonng, when 0 is examined
cloaely, allows 3 company o1 con:

gractor to secure tunds bassd on
scoounts receivable. As o maceer
of Fact, funds proveded through
faceoring are nol considered & loan
at all, and because of vhis, funds
can be secured quickly withour
having to deal with 38 inordinate
amount of red ape,

ASSET-BASED LENDING
In addicon to factoring, ather
options exist o conrectors in
necd of cash, Asserrbased lending
15 another program provided by
funding compdres like Quantum,
in which contracears both bonded
and pon<bonded, can receive
loans based on assets including
real estanc, sccounts receivable,
and machinery and aquipment
Funding aptions do not end
with faceanng and assec-based
lending. Some of the nation’s
leading construction inance eom-
panies offer new and unigque
approsches to mecting
contractors funding requirements
for pavroll and materisl purchases,

Lastly. in & marketplace where
bankers and their insmmuisons ar
becoming maore difficult to find.
funding companigs such as Quan-

tum dre piividing needed
fesouces and pervondlized
CTEATIVE SEIViCe options. For mane
information, conmot Cusnium
Corporate Funding Lad. ax

wn's ([ uintumfunding.com,

Editor's Nate: This article has deen
provided by Homery Chernirn, senior
vice preiesenl &f (eanmm Corporod
Funding Lid, Chermie i1 ar anthorss
&y in the il of factoring, s
based irnding and rontivuciton
Jimanciag He bas beew pimisr vice
preiidiad wik Qessivm 18
Jeiniag the firm in 1983,

Funds provided through factoring are not
considered a loan at all, and because of
this, funds can be secured quickly
without having to deal with an inordinate

amount of red tape.



