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Factoring Vs. Borrowing: An Altemative Method Of Financing That Really Works

Today, perhaps more (han ever, banks are
ehuctant 1 help finance contractors and sub-
contractors, As  result, the need for alterna
tive financing methods is greater than it has
ever been,

Yes, fining sousees to finance projeets is
difficul, ot without financially stable con-
tactors aid subeontractors, & project could
wind up dead in it tracks — causing delays
and even greater costs.

Factoting is fast becoming the aliemaive
financing method of choice because factor-
ing helps 1o share up the financial stability
of those who actually build the projects.

In fact, banks are referring contraciors
and subcontraciors o qualified factors such
5 Quantum Corporate Funding, Lad. in an
cifon to help contractors and subcontractors
who have been and may still be their cus-
fomers.

Why? Because as a factor we can helpthe
bank's customer survive financial setbacks
and bankrupicies simply by financing iheir
eceivibles

Accasntants irc also referring custoncrs
1o Quantum because: we help 1o inyprove
theie clients’ cash flaw for operaling
expenses. This enables heir dlients — con-
actors. and subcomractors a3 well s
MBEs, WBEs, SBEs, and DIES, 1o pur-
chasc supplics and equipment and incresse
their labor force 1o keep their businesses
going in these iough economic times.

For example, we're helping by factoring
receivables for a carpenter i southern
California who s working on  large resi-
deatial development, The carpeies was
sble 1o increase his cash flow, which
allowed him 10 buy supplies, pay his lsbor-
rs and purchase the nesessary equipment
needed io finish what has become his largest
job ever.

Withoat the belp of Quantum Corporate
Funding. this carpenter would probably
have remained just another small, struggling
carpener
1 you don't have 10 be 1 carpenier 10
aualify for alierative financing via factor-

ing. As | said, MBEs, SBEs, WIS, and
DBES who, more than cver, are having dif-
ficulty obisining fimancing for the project
work that they get, can increase:their own
cash flow to grow their businesses, com-
‘plete their wark on a project, and use that
swocess fo obiain new wark

Interior firms can also qualify! Quantam
Corporste Funding agreed to parchase the
receivables of an imerior fim that was
turmed down by # bank af a crifical poiai in
it business by providing the Fim wilh the
‘cash it needed for operating expenses:

In anaiber cxample, one subcontractor,
after we evalusted his situation, was indeed
 candidate for factoring, He inquired about
points, the pesceniape he would be charged
1o facior, and bow soon he would be sble 10
reeeive the monics he o desperately need-
<. In this case, the subeoniractor would be
able 10 seceive an advance, under 3 o term
coniraci, with no credit risk, equivalen 1o
60 percent of a specific single nvoice otal-
ing $100,000 or $60,000 in cash that would
be wited dircily o bis bank accour,

The subcontractor agreed to pay four per.
cent af the tota forthe first 30 days 1sa fec
o the $100.000. I other words, be would
pay $4,000 10 factor a $100,000 inveice for
one month. He would receive the balanee of
the money — 340,000 less the $4.000 fee —
a total of $36,000 upon receipt of he fusds
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tive market — as mest are. Further investi-
gation disclased thal his gross margin was
18 percent and that his annual overhead was
150,000

He also said that if be had “unlimilcd
funds,” he could dosble s business. ™
wosld be going $4 million in sales if | had
wnlimited funds. I'm turming away business

BOTTOM LINE COMPARISONS

FRESENT STTUATION WITH FACTORMG
SHLES: £2.000.000 4080
18% GAOSS MARGIN: § 30000 § M
OVERNEAD: § 150,000 § o
COST OF FACTORMNG: WOT APPLICABLE § a0
NET PROFIT: § 20000 § wnmm

due toward payment of the imvoice. He
thecefore received $60,000 plus $36,000 —
a total of $96,000 fer his $100,000 invoice

The subcoatractor, reluctant at first, said
e was ooesating in an exiremely comoeti-

oo because | don't have the cash flow to
hande " he said.

“This s a vesy familiar scenario. However,
the question most ofien asked i if he dos-
hlre bis cales wnild ke drhls hie uor.

head? The answer is “na.” Actually, the
extra $2 million insales would only cost him
a0 ackitional $S0000 in overbead expenses.

A doubling of sales for mast small busi-
nesses does net lead 103 dosbling of over-
head. A business does pat peed twice the
space o twice a8 many employees. It is the
<conamy af scale that allows for such an
imcrease in net profit

This comractor realizing how be could
benefit from factoring conjurcd up an image
of another subostractor siling ear-to-ear

an image | have seen so many. many
imes in person.

Withau! factoring, this subconirctor
made $360,000 gross prafit on $2 million in
sales. B, by factoring 100 perce of his
receivable, be only had 1o factor 52 millioa
out of a projected 54 million in sales in
oner to generaic a gross profit of $720,0001
His anmus] ot for factoring was $80,000.

Factoring helped him grow his business
by taking advanlage of discounts offered by
suppliers.  Factoring with Quantum Corp.
orate Funding. enabled him to take greater
advaniage of work opportunities he might
have missed oal on thal woeld have: sub-
sianially increased is betiom line

We do not buy reiention. Retention is
where a percentage of monies are withheld
by the owner unll & project meess the
owner's satisfaction

Wha we do i supply eash. Cash io help
you meet your payrol, 1ax and insurance
peeds. Cash 1o help you pay your suppliers
and achieve greater discounts from them
Bt we do mare, much more. We provide
bank-to-bank wire transfers; we require no.
Tongterm contracts; we will factor a5 many
invaices as you require; we don’t need your
financial stalements; and in some cases, we
can peoviding funding in 26 hours

So, when your bank says “no.” many
times we'll say “yes.” You don'l need lo go
from bask 1o bark wiih your hat in hand
Your receivables are as good as cash with
5. And, if you're 8 business stariup, we
may just be able 0 help you too

There s an unlinsited potenial for growth
if factoring is used as the alternative financ.
ine methed of chaicr




