argive Howard Chernin if he |
i h abowr cash, botin's his
business. Cash is speiled out in
big letters on his company s
brochures. Ie's the word that
comes o Chernin's lips when he needs
to smile for 2 photographer. And cash
it what he and other small financial
firms offer construction companies.
Chernin is senior vice président of
Cruantum Corporare Funding, Lud., &
Mew York Ciry company thar parchas-
es the night to collect another compa-
oY § InYoices 1n EII:hiI.'I.EE for a cash
pavment The practice (s known as far-
toring and has grown inw & §30-billion-
avear business in the U5 Quanom
and a handful of niche facwors arcund
the country are bringing factoring 1o
small construction companies, fil :E
a woid left by more conventinnal len
ETH
“Thev need cash flow,” savs Chernin.
Cruantum recently has factored invaic-
es for & stucco fnish contractor on A
Dodge dealership near Columbia, 5.C.;
adrvwall conmracior ar ¥AS4 s Ames Re-
scarch Center at Moffett Field, Calif;
and the steel erector on a New York City
grade school
Construction u ripe for such a ser-
vite because (13 paV Pracrices are AMOOg
the worst of all indusmies. Consoucdon
companies rank 3t the bottom of all
mndustry Eroups In :?ued of pavment,
according (0 4 recent quanerly survey
farmned by Dun & Bradsmeer, New
iork Cirv. Prompe-pay SLAUESS 2re rou-
tunely ignored. subconraciors com-
plamn
Sitting. Predatory tactcs abound,
wiLh awners and prime COnmacors \§i-
ong on inwoices for months or making
onkv partial pavments. When a con-
ector needs (o meet pavroll,
probiems can be acute. Factoring's rel-
arrvely biegh cont of aboul 4% per month
is berrer than bankrupeey
Tradioonal lenders are not fexible
enough 1o help small pome contrac-
tors and subcontracton rof e wiri-
kles out af their cash peoblems. To
gualify for & commercial bank's line of
credic. @ ovpical borrower must pro-

v (]

WD

| | Because

duce financial stavements and @x re-
murns thar prove a minimum of thres
vears of profitable operagon. Persanal
guarantess and Fl.-ed'gt-:l collarera] also
may be required. Non-recourse facors
work without these reguirements,

Full valss. In additon. bankers )
thev oypically will not recognize the
full value of a company's accounts re-
esfvable when using the recenables as
ar assel 0o secure a boan. For example.
& bank willing vo lend against receiv-
ables that are due within B0 davy may

the contractor only 75% of the w-
mal value af the receivables

Livinguon, N ].-based CIT Group is
the larges: finance company in con-
sirecton and, through a séparite op-
erating subsidiary, the larges: facwor in
the U5, But OIT does not provide fac-
LOFing 0 CONSINUCTON COnTRCTors. “1t's
something new,” savs Tom Camphire. a
CIT marketng vice president.

| made factoring a

Yet some contractors already have
raciice., Car-
mody Inc.. a Mo Kisco, .7 -based ma-
sonrvand conorete subcon ractar, sells
selected farge mvoices 1o Chuanmum in
order to =ase the cash erunch invoived
in mesung pavroll on large projeces.
e general CONMTACIOr Mmusl
SigTL an igrctn:u:n: with the factor stat-
ing that the subcontracior has finhed
| the work, !f:.l:l!nrln.g ineressey the like-
| lihood the prime contractor will pay.

| I secures your funds and in vodav's
environment vou have uo be warv of the

§ | general contractor,” v Carmody s

project engineer, Michael A Gian-
fiasca. T hud makes i harder for them
t gt out of paving ~ Carmody receni-
Iv facvored a 570,000 r:qu.u:l.l:inn tor a
school job in Sulbvan Couney, XY
Facionng often is pororaved as a fan-
cv farm ni%m.n-sh::hng Some man-
agement experts warn thar Gooring is
| 100 eXpensive for conweciers that op-
| erate on thin margins and that some
factors have been known o Bir cus
| tomers with uwndisclosed fees. *Con-
traetars who must resorn wo factoring
are mken o the cleaners.” claams Chris

| Thompsan. an electrical contracior

who is president of the Consmucoon Fi-

nancial Managemen: Assocauon in |
Princeton, M.]

Yer others say factoring is just an- |
other form of business finance to be |
compared to all others. EEI’E:.II: mak-
INg 3 [edgment for or gainsl ERCUHIUNE,
‘]l-ujuld wanl to know the whole sce-
nano,” 3w Sieven Boren, vice pres-
dent of Conmraoors Ad tlo.,a
Glemview, Il-based t achasos. Tha
includes whether the wark falls within
the mechanics lien act or if the sub-
contracior i barred from any posibon.

Sdll others sy that facroring Sl a v
@l rode m helping mmall businesses that
CANOOL YeL qml'rir for bank ﬁm?{ﬁ
Vincent Marine, 4 painting and
COVENNE conmactor in Jacksonville,
Fla.. = he was twmed down for cred-
|1b§rwu|:ﬂn-k:.|'1fnuwdhnn%imnic-
unul.tr;f i and sxvs the pra-
oce has Llppﬂuhu COMPAnY f-uw
Hnm':mm?m the
relagvely high cost of Bcloring accept-
able. “Omn a receivabie, that 5% s oot 80
bad ™ he sy

Facuors say they are overcoming an
aversion e consuwcooen, which some
considered oo maky. *We look ar con-
struction more favorably than in the
past.” says Jose B H. Trujillo. accounts
manager for Cambridge Factors, Boca
Raten, Fla By the same 1oken, factor-
ing is not something from the back

albey,” adds mm Presdens Crad
E Shemier. ulﬂm]:mrmg
uct thar has mot been fulby *m

By Richerd Kormon, g Kokn and
Siephen H. Deniels



