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Advantages of Invoice or Receivables Factoring

Without Factoring

Bill client, wait for payment (can be 7, 15, 30 days or more to receive payment)
Many desirable clients (government, institutions) can be slowest pays
Work off cash reserves or credit lines to cover payroll and other expenses
Put off paying bills or making purchases until client payments arrive
Seek bank loans and credit lines to cover operating expenses and working capital
Finance depends on company or company owner's credit
Interest payments can run 12% - 24% and more
Borrowing shows on company balance sheet
Full liability remains with company

Limited payment options available to clients

With Factoring

Bill client, send invoice copy to factor, receive 80% - 90% of amount due in 24-48 hours,
receive balance of amount due (less factoring fee) when client pays bill to factor

No more waiting for government or institutional client payment cycles
Have cash on-hand to cover payroll and other expenses
Pay bills or make purchases as needed
Avoid bank loans and credit lines to cover operating expenses and working capital
Finance depends primarily on client’s credit
Factoring fees run 3% - 7% and expense can be passed to client for service rendered
Nothing shows on company balance sheet

Liability shared with client or may be transfered to client on a limited basis depending
on whether factoring is recourse or non-recourse

Offer new payment option to clients



