
 
Case Study #1...  James Manufacturing, Inc.  
 James Manufacturing is a small builder of boat trailers and related products such as 
trailer frames and axles in Southwest Florida.  Bill James, its owner, was awarded a contract to  
supply the Florida Fish and Wildlife Conservation Commission with 72 new trailers to replace 
old units that were rusty and failing.  Each trailer was $2,900 for a total value of $208,800 
James had 20 trailers in inventory to begin delivery and the contract called for all trailers to be 
delivered within 60 days.   
 
 James Manufacturing had little excess capital.  The problem it would now face is that 
the state pays slowly and Bill James knew he would not 
receive payment for the 20 trailers he could immediately 
deliver for nearly 45 days... cash he needed to order bulk 
steel and hardware to build the remaining 52 trailers and to 
be able to deliver them by the 60 day purchase order 
deadline.  
 
 James had virtually no credit history but he decided 
to go to a local community bank anyway, explain his  
problem and request a short term loan.  The loan officer 
explained that what James really needed was factoring, a method of financing his accounts 
receivable that did not require a strong credit history for him, only his customers.   Even more 
importantly, the community bank had a factoring department and James was introduced to the 
bank's factoring officer where an account was immediately established to provide the neces-
sary working capital to meet the order. 
 
 Through factoring, James would receive an initial advance from the bank of $46,500 
(80%) on the $58,000 invoice after delivery of the 20 finished trailers in inventory.  That  
advance of $46,500 was enough to then buy the bulk steel and hardware to complete the other 
52 trailers in time to meet the required delivery deadline. After the state paid for the 20 trailer 
shipment, the bank would then give James the $11,500 not initially advanced less a small  
factoring fee for services. 
 
 More importantly, with the bank's factoring arrangement now in place, James began to 
bid on many more state and municipal contracts, jobs he had shunned in the past due to the 
slow payment policies of those entities.   The factoring arrangement was exactly what James 
needed to take his small company to the next level.  It sped up the company's cash flow so 
much that James was able to pay his steel and parts suppliers within 10 days and take a 3% 
discount for early payment.  That discount for materials paid for almost 75% of the bank's  
factoring fee making the overall expense for the factoring facility miniscule.   
 
 Another surprise to James was that the factoring arrangement with the bank had almost 
no upper credit limit.  So long as James sold to approved creditworthy customers, the bank 
would immediately advance on each invoice once the trailers were delivered.  There were no 
requirements for lengthy lending committee meetings to approve the credit line increase.  So 
long as the invoices were bonafide and legitimate, the cash was available.  The only limit to the 
growth of James Manufacturing was now how many contracts James could acquire. 
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 Case Study #2... John's Security Guard Service, Inc.  
  
 John provides 24 hour security guard service to gated communities.  He has slowly 
built his company up over 5 years and enjoys an excellent reputation for service.  The property 
management companies responsible for payments to John's for its services are notoriously 
slow payers, however, and the further growth of John's Guard Service has been severely  
limited due to weekly payroll constraints.  John has attempted to 
secure financing for his company at a local community bank but 
has been turned down on two separate occasions due to a slightly 
tarnished credit history and lack of any meaningful "hard asset" 
collateral to secure the loan. 
 
 Because of its excellent reputation, John's Guard Service 
was offered a contract to provide security guards to 37 local gated 
communities in the area that, if accepted, would more than triple 
the size of his company overnight.  Unfortunately, the large  
management company offering the new business to John also had 
a reputation for 75 day payment for services.  John calculates the 
number of guards needed to cover all entrances at the 37  
properties to be 65 and the communities required 24 hour guard 
protection for a total of 195 guards.  With a weekly salary of $480 
per guard based on a 7 day work week, John's weekly  
payroll expense for the new contract would be $78,000.  This 
meant that because of the management company's 75 day payment history, John would have 
to personally bankroll his company for 11 weeks at $78,000 per week or a total of $858,000 to 
accept the new contract.  John had only $37,000 in his business account and felt he would  
unfortunately need to decline the new business offer. 
 
 John, however, remembered that he recently received a brochure through the mail that 
explained the benefits of something called factoring and its powerful financing capabilities.  He 
contacted the factor that mailed it to him and explained the hopelessness of the new offer.  
The factor explained to John that factoring will provide him with the capabilities to say "yes"  
to the new contract and the factor immediately faxed over an application to get the approval 
process started..   
 
 John was quickly provided with a factoring arrangement to purchase accounts with a 
discount rate of 3% for 30 days.  This meant that John's fee rate will be approximately 7.5% to 
finance his invoices but with nearly a 30% profit margin for his guard services, it will still allow 
him to record a gross profit of nearly $15,000 per week or over $750,000 per year from the 
new contract...a contract he was about to turn down.   
 
 With the factoring arrangement in place, John also quickly realized it would allow him to 
aggressively market for new contracts with larger local prospective customers, something he 
had shunned in the past due to his lack of adequate working capital to fund payroll while  
waiting for checks to come in.  John was also a minority business enterprise and as such, was 
eligible for "priorities" from state and local government.  He immediately registered as a  
minority contractor with the state and began to bid on their contracts as well. 
    
 



Factoring Case Study #3... Betty's Building Maintenance Service, Inc.  
  
 Betty's Building Maintenance Service, Inc. provides exterior building maintenance  
including pressure washing and window cleaning.  As a minority (woman-owned) business  
enterprise, Betty receives many opportunities to compete for local community, city and  
municipal county contracts but has declined these opportunities in the past as the contracts 
are relatively large and both the county and city take 45 
days to make payment for services performed.   
Unfortunately,  Betty's company has few hard assets to 
be used as collateral and she cannot secure any form of 
business loan or line of working capital credit from her 
local bank. 
 
 Betty was contacted by Bill, a loan broker and 
small business consultant, who explained to her the 
benefits of factoring and showed how selling her  
invoices immediately after her cleaning services were 
performed would allow her to accept the lucrative  
contracts offered by the city and county without worries of making payroll and payments to 
vendors for her supplies.  
 
 Bill then introduced Betty to a factor's business development officer by setting up a  
conference call and Betty was very quickly forwarded a proposal for a factoring arrangement  
whereby Betty would be charged a flat rate of 4% of the invoice face amount for the first 45 
days the invoice was outstanding and 1% for each fifteen days thereafter on all invoices  
Betty factored.   
 
 Betty's profit margin of 25% easily absorbed the factor's fee and left her with a 20% or 
greater profit margin on highly profitable work she was capable of contracting but was currently 
turning away due to the crippling 45 day payment terms.  And, she also reasoned that her  
minority business standing would possibly allow her to build in a slightly higher profit margin 
when bidding for the city and county's work.   
 
 When they arrived, Betty quickly executed her factoring agreements and established 
her client relationship with the factor.  She then immediately began to bid on the city and 
county jobs that she had been turning down for years and was awarded a $25,000 monthly 
contract to provide maintenance on five local county buildings.  She also won the bid for  
maintenance on the City Hall for over $100,000 per year.   
 
 With her factoring agreement in place and with no more payroll worries, Betty is now 
positioned to grow her business at an exponential rate, limited only by her ability to market, 
train employees, and contract with major customers.  For service companies like Betty’s,  
factoring is often the financing mechanism of choice.  A factoring facility automatically grows in 
size along with its user.  Most importantly for service companies like Betty's that have little in 
the way of collateral for a traditional bank loan, factoring is readily accessible.  Like a mirror 
image of a bank, factors focus in customer credit, not the creditworthiness of the client.  This 
makes factoring a perfect working capital solution for new startups and companies in their early 
stage of business development that have not yet developed a credit history. 
 



Factoring Case Study #4... James & Sons Parking Lot Maintenance  
  
 Eric James, owner of James & Sons provides parking lot maintenance services  
including weekly cleaning, curb stone repair / repositioning, and landscape maintenance to 
small shopping centers and other commercial accounts.   When  
providing services to shopping centers, James and 
Sons is usually paid by the tenant who's store the 
particular area of the parking lot serves.   
 
 James was contacted by a new management 
company that serviced the city's largest retail  
shopping mall.  He was offered a contract to service 
the entire parking lot of the mall, billing the tenants  
separately for the service.  The total contract value 
was for nearly $30,000 per month and with a profit 
margin of nearly 50%, the additional business would 
result in a handsome profit for the company.  
 
 James had always been reluctant to accept contracts from major malls since mall 
"anchor tenants" tend to be very large retailers that are notoriously slow at paying their  
invoices.  Even with a 50% margin, payroll for employees for such jobs would be substantial.  
With major anchor tenants taking up to 60 days to pay invoices, James felt he could face  
serious cash flow problems regarding weekly payroll if he accepted such contracts. 
 
 Some time ago, James had received some information in the mail from a loan  
consultant regarding "invoice financing" which he had saved.  He called the consultant who 
explained the process of factoring and how for a fee of between 4 and 5% for 60 days, James 
could receive advance payment upon the invoices sufficient to make payroll while he waited  
for invoices to be paid by the slow paying "anchor" tenants. 
 
 James almost couldn't believe he had never heard of such a financial accommodation 
and quickly saw that this thing called "factoring" would allow him to accept the lucrative  
contracts he had been shying away from for the last 15 years.  A conference call was quickly 
set up by the loan consultant with a factor who told James they could indeed solve his cash 
flow problem by establishing a factoring facility for his company and contracts were sent to 
James by overnight courier. 
 
 James executed the agreements and a factoring relationship was established in les 
than 36 hours. With the establishment of the relationship, James called the management  
company and agreed to the lucrative contract.  More importantly, now that James had the  
ability to finance his receivables, he began an active marketing program to the other large local  
retail centers that he had avoided prospecting for so many years.    
 
 



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



