One more issue an accoun-
tant will want Lo consider ks dif-
ferent [actors’ specialties, Some
factors concentrate in certain
areas, such as eonstruction,
while athers are diveraified,
with salid experience in u vard
ety of industries

Once the arcountant has cho-
gen A factor with whom he is
confident he can establish a
solid working relationship, his
rale becomes that of a *link”™ be
tween the (actor and his client
His next step (= proviiling the
facinr with the client's finan-
cinds, ws well as a copy of Uve ac
counts receivable aging sched-
ule. His further invelvement
includes working with his client

pany's balance sheet

A CPA's client may also not
be aware that different types of
armangements can be made. For
example, & deal can be made on
either & recourse or & non-re-
course basis, with the first np-
tion requiring a personal guar-
antes by the elient

Common misconceptions

While factoring has been an
integral part of business since
the days of the Mayflower,
CPAs sometimes harbor mis-
conctplions about this increas
ingly eommaon practice. For ex-
ample, some CPAs are under
the impression that it is neces
sary for their cliemts w get inbo

an accountant is in the :'
ideal position o point |
out that while working -
with a factor may cost
a bit more, the differ-
ence between having
the funds necessary to |
go after a business op-
portunity — and having
to let that epportunity
pass —can be great.
Planning ahead

While ane al the
mosl critical advantages of fac-
toring is that cush can in most
cascs be made available in an
extremely short period of time
= leas than 24 hours = accoun-
tanis may nol realize that

w determine his needs in berma
of his cash Mow requirement

Ins and outs of factoring

Because factoring involves
purchasing the client's ae
counts receivable, rather than
lending money. the client may
not be aware of certain benefits
it offers. There are no monthly
paNmmENLS, ey s e oiten be
abtained in 24 hoors or less,
and the client has complete con-
trel ol his caxh Mow in terms of
boli mmwind el frespuemnaey . e
can choose 1o factor only the
amount that he needs ot any
given time. There in no liability

created in terms of the com

a ane- or two-year agresment
with a [actor, generally with an
"exclusive” agreement. Yet the
reality is that many factors are
willing to work with clients ona
“spot” basis, for a period of as
litthe as three to six months

One more misconception
about factors | that using their
services IS less desirable than
obtaining Mnancing from mere
traditional lenders, auch as
banks Even when a company’'s
loan application has heen re-
jected at & bank, that cumijgany
still might resent having to pay
the extra few percent more to g
factor in order to secure the
fumrls il el [n that sitaatm,

The bottom line is that banks are simply not willing to invest

in any business that they don’t view as a sure thing.

there's no need to wait for an
*smergency” o approach a fac-
tor. Any accountant’s client can
benefit from having a sec-
ondary or alternative financial
relationship with a lender —
that iz, & factor — lined up and
ready o go. After all, even il a
chient isn’t currently in need of
financing. it's a reasonable bet
that at some point every com-
pany Is guing to want Lo ex-
pand, develop new business or
take advantage of &R Unexpevt-
el business opportundy, (0
course, thie same holds true for
difficult times, like a cash
crunch thal no o saw corming
Ax for eoats, no ane kinws
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by Craig Sheinker

mall and midsized busi-
S nesses play a vital role in

today's economy, actually
making up the majority of the
country's business environ-
ment Yet while most banks pay
lip service to supporting entre-
preneurship, they still consider
lending money to smaller com-
panies an unwelcome risk.

The same holds true for start-
up enterprises and relatively
new businesses. These days,
banks require two to four years
of financial statements before
they'll even process a loan ap-
plication. The bottom line is
that banks are simply not will-
Ing to invest in any business
that they don't view as a sure
thing — just like in that old say-
ing about banks only being will-
ing to lend money to people
who don't really need it

No one is more aware of the
importance of companies of all
sizes having ready linancing
available than accountants.
And given the current environ-
ment, with banks viewing small-
er antd newer companies as un-
desirable credit risks, it is
important for accountants to be
aware of every financing option
available to the companies they
work for. That's where factor-
i fils in,

How A CPA works
with a lactor

The avevuntant who has
never been involved with fac-
toring before mav have ques-
Lhosns abaonit how tis ehosse a fac-
tor — and, onee that choice has
been made, how the process of
estahlishing a relationship with
a factor gets underway.

Choosing a factor is a lot like
hiring a new employvee. Recom:
mendations from a trustid col-
league are helpful, as is a per
sonal meeting. An accountant
who I8 looking out for the needs
of his client will want to 1denti-
fy a factor that is professional
and will handle that client in a
responsible manner.

And just as in hiring an em-
ployee, an accountant will prob-
ably want to arrange face-to-
face interviews with a number
of candidates in order to deter-
mine which will provide the
best working relationship. The
establishment of a strong rela-
tionship between a CPA and a
factor will result in advantages
on both side. And since CPAs
will be referring their clients to
that factor, the CPA's choice of
an effective factor will reflect
well on him.

Craig Sheinksr ix the president of
Guantum Corporale Punding Lid
of New York | a company thal
handisx aboul $80 million annu-
ally in factoring transactions. He
15 a member of the board of direc
tors of the Commerrial Finance
Associalion
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from page 51
iy llen. Hul they can also rec
ommend factoring as the bhest
way o take adbvantage of & valu-
able oppaoriunity

For example, what happens
when a company suddenly re-
celved & large arder from Wal
Mart® That's certainly good
news — unless, of course, that
company happens Lo be apped

out at the hank. Then there's
Ehe innae of timing, which is
eritical in & situation lke this
one. By suggesting factoring as
& means of garnering the re-
sources required o Gl that big
order, the company's accoun
tant may well have come up
with the perfect answer Lo what
oltherwise would have pressni-
#d 5 real predicamenl

There are other surh *good
news” scenarios, as well = gilo-

ntlons thal offer a chanee fir
unanlicipated growih. A com
pany may recognize an oppor
tunity to make a foray into
brand new market All of & suc
den, the timing is right and the
competition is two aleps be-
hind The potential for & dra-
matic increase in sales in sud
denly there for the taking All
the company needs is the re
sources to grab It — and with
the accountant s sdvice ahoui

factoring. Uhisd restiirces are
suddenly there

Ironically, when a company
applies for & loan with a (radi
tional lender and is refusied, the
accountant is often convenieni-
Iy nssigned Uhve blame. Afier all,
he was the one assigned G over-
gee¢ the loan application
process. Of course, thal's not
fair. Hut the best way for liim to
handie such & situation is 1o go
in with an alternative. Hecom:

mending fictoring enables hir
 provide & ready solutian &
his coenpany’'s problem
Factoring is an important o
tion that provides & compan:
with unique benefita. Accoun
tanis should not overlook the
possibility of taking sdvantag
of acioring in their client rels
tonchips — not when it affer
the spportunity i male & trul
substantial difference when |
coimes Lo thi bottom line,




