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The International Factoring Association’s (IFA) goal 
is to assist the factoring community by providing 
information, training, purchasing power and a re-
source for factors. The IFA provides a way for com-
mercial factors to get together and discuss a variety 
of issues and concerns about the industry. Member-
ship is open to all banks and finance companies that 
perform financing through the purchase of invoices 
or other types of accounts receivable. 

The Commercial Factor is published bi-monthly 
by the International Factoring Association. To sub-
scribe, please email info@factoring.org.

The Commercial Factor magazine invites the submis-
sion of articles and news of interest to the factoring 
industry. For more information on submitting 
articles or advertisements, email news@factoring.
org, or call 800-563-1895.

The views expressed in the Commercial Factor are 
those of the authors and do not necessarily repre-
sent the views of, and should not be attributed to, 
the International Factoring Association.

frOm the eXecutiVe DirectOr

The schedule for the 2015 conference 
has been released, and again it is 
destined to be the world’s number 
one event for the factoring and asset 
based lending community.

This conference features sessions on relevant topics that are designed to be 
both educational and entertaining for all levels of knowledge and all types of job 
functions within your organization. There will be more networking time than 
ever before. If you are only able to attend one event each year, this is the one you 
don’t want to miss. The conference will be held April 15-18 at The Roosevelt Hotel 
in New Orleans, LA. Some of the highlights include:

Leadership and Preparedness with General Russell Honoré • Fraud Forum

Energy Factoring • Workouts • Economic Forecast with Dr. Peter Ricchiuti

Keys to Customer Retention • How to Spot a Liar • Legal Panel

Gender Communication with Colette Carlson • International Track (six sessions)

And Much More

Additional information can be found on page 19 or at  
www.factoringconference.com. 

2014 may be coming to an end, but the IFA has more events scheduled than ever 
to assist the factoring community.

We have multiple courses scheduled for Las Vegas this fall, which includes new 
courses entitled Portfolio Operations and Monitoring and Credit, Underwriting 
and Collections. We are also returning with our Small Factors Meeting. In 
November, Bob Zadek, Esq. will be conducting his popular Commercial Finance 
Workouts seminar in Los Angeles. In January, we will be running our Presidents 
and Senior Executives meeting in Hawaii.

In February, we are returning with our International Trade and Factoring training 
course. This is the only event designed to instruct Factors and Asset Based 
Lenders on how to conduct cross-border transactions. We’ve lined up five 
co-instructors to ensure that all aspects of international trade transactions will be 
thoroughly covered. The course will be held in Miami, FL.

We have multiple webinars scheduled, including topics such as Minimizing 
Exposure to the IRS and Factoring Government Receivables. This allows your 
company to obtain excellent instruction on various topics relevant to you. 

There has been increased activity regarding Operation Choke Point that is of 
concern to the factoring industry. Although there is no policy concerning factors, 
we’ve heard about various Factors that have been inadvertently affected. The 
AFA has stepped up their monitoring of this issue and continues to be involved 
with issues that are relevant to the factoring industry.

Thanks for your support of the IFA, and I look forward to seeing you at an 
upcoming IFA event.

BY BERT goLdBERg
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INDUSTRY TRANSACTIONS
diversified Lenders generates over 
$5,000,000 for Factoring in August
Transactions were secured in Texas 
and Oklahoma for both new and exist-
ing clients in the construction and oil 
and gas industries.

CapitalPlus Equity Provides Fac-
toring Facilities for Construction 
Industry
• Revolving factoring facility for 
$1,000,000 to a general contractor 
doing work for commercial clients 
located in Mountain West.
• Factoring facility for $125,000/month 
to a masonry and stucco subcontrac-
tor doing work for commercial clients 
located in the South Central U.S.

Factor Finders Places 111 Leads in 
August
A total of 35 factoring companies 
received leads covering a variety of 
industries including transportation, oil 
and gas, temporary staffing, construc-
tion, manufacturing and healthcare. 

INDUSTRY NEWS
Factoring Company Earns Spot on 
InC 500/5000 List for Third Year in 
a Row
With a three-year average revenue 
growth of 134 percent, Gateway Com-
mercial Finance LLC is listed #2770 out 
of the 5000 fastest-growing private 
U.S. companies on the 2014 INC 
500/5000. 

Crestmark Signs Agreement for 
Acquisition of TIP Capital
The acquisition is scheduled to be 
completed in late September 2014, 
pending final governmental approval. 
The resulting entity will be a wholly 
owned subsidiary of Crestmark Bank 
named Crestmark Equipment Finance, 
Inc., a Crestmark Bank Company. The 
division will continue to operate under 
the TIP Capital name and out of its 
current locations to ensure continued 
strong service quality.

Bayside Business Solutions An-
nounces Release of CAdEnCE, ver-
sion 3.0.5
For factoring operations, a new 
add-on module, CADENCE | Invoice 
Delivery, provides the functionality to 
customize the electronic delivery of 

invoices. 

Bibby Financial Services Launches 
Funding offer for mid-Size Busi-
nesses
The new offer is available to busi-
nesses with a turnover of £500,000 
to £1.5 million until November 30th.

NewS September/OctOber 2014

http://www.kingtradecapital.com
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PERSONNEL
mark Haley Joins north mill Capi-
tal as vP and Bdo in new England 
Region
Mark brings over 20 years of commer-
cial finance experience to North Mill 
Capital.

Crestmark Hires Scott Blaeser as 
vice President, Business develop-
ment officer
Scott will provide asset based lending 
to small to middle-market businesses 
and will report to Crestmark West 
Coast Region Sales Manager, Robert 
J. Parks. 

Allied Affiliated Funding Promotes 
gen merritt-Parikh from Coo to 
President
Gen has nearly 20 years of experience 
in commercial finance. She joined Al-
lied in 2009. •

October 21, 2014
EDI: Electronic Data Interchange  
& Factoring
Mississauga Living Arts Centre

November 19 -20, 2014
IFA Canada Annual Two Day Seminar
Mississauga Living Arts Centre

December 16, 2014
End of the Year Gathering: TBA

For more information, call Oscar A. 
Rombola at 905-614-1940 ext 207 or 
orombola@itc-invoicetocash.com. 

Visit IFA Canada’s website at  
www.FactoringAssociationCanada.com

October 21, 2014
Factoring & Financing Proposals  
in a Shark Tank
Held Jointly with NYIC
Arno Ristorante, 141 W. 38th Street
New York, NY 10018

For more information, call Harvey 
Gross at 732-672-8410 or  
hgross@comcast.net.

canada chapter events

northeast chapter events

http://www.accordfinancial.com
http://www.factoring.org
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certified factoring Account executive:  
the Story behind the Acronym
When the CFAE examination had just been completed, I voiced my interest to my company to give it a shot.  
While it had been about 10 years since I had taken a standardized test, and the content of the examination did 
not have a study guide, I decided to sign up. 

BY mATTHEW dAvIS, CFAE

The examination would result in 
a professional certification and 
validate the knowledge that I had 
accumulated during my time in 
the industry. In addition to the 
self-validation, I knew that my 
designation as a CFAE would have 
great benefits for my company and 
show our commitment to demon-
strating industry best practices. I 
was elated to receive the call with 
news that I had passed the examina-
tion, along with two other people 
from my company. After taking the 
examination, the entire purpose of 
the certification became clear to 
me. Having industry professionals 
demonstrating best practices daily 

only serves to make the industry 
better overall. Whether it is through 
procedures that are esoteric to 
the factoring industry or through 
working with factoring clients or 
debtors, it is as much about the how 
in working with people as it is about 
the what. 

In 2013, the International Factoring 
Association introduced the Certified 
Factoring Account Executive 
examination. Stateside, it is the first 
certification to designate and show-
case those factoring employees who 
possess and maintain an extraor-
dinary command of the factoring 
product, as well as the more esoteric 
concepts present in the industry, 

including aspects related to credit, 
legal, operations, and overall 
professionalism.

As always, all IFA members commit 
to adhering to the IFA’s Code of 
Ethics; while it is implied that all the 
member’s employees will also follow 
the code, the CFAE designation is 
a way for a factoring company to 
showcase its talent and commitment 
to industry best practices as the 
result of comprehensive training and 
proven experience in the industry. 
While the skills demonstrated in 
becoming a CFAE are relevant in any 
factoring company’s commitment to 
success, the CFAE certification also 
has a great impact on the factoring 

OperAtiONS/ 
pOrtfOLiO mANAgemeNt
September/OctOber 2014
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industry as a whole. When factoring 
companies commit to adhering to 
and demonstrating best practices, 
as well as possessing a strong 
knowledge base of terminology, 
procedures, and legal consider-
ations, the industry itself succeeds. 
An industry’s commitment to 
self-regulation is as important to its 
long-term success as its member-
ship roster, further extending this 
self-regulation to the day-to-day 
actions of factoring employees 
who work with companies using 
factoring everyday. Demonstration 
of best practices and knowledge 
of the product helps to ensure that 
factoring clients and debtors alike 
perceive factoring in a positive light. 

For factoring companies, the 
certification can also serve as a 
goal for employee training and 
development plans. Managers can 
set out specific classes, coaching 

sessions, and job shadowing to 
enforce the basic principles of 
factoring, as well as demonstrate 
the best practices of each concept. 
Cross training and comprehensive 
knowledge are helpful to factoring 
companies, in that they produce 
well-rounded employees who 
can see the high-level view and 
impact of their actions in even the 
most basic of tasks. With more 
and more companies encouraging 
their employees to take the CFAE 
examination, the examination and 
credentials continue to show their 
relevance, and the rise in popularity 
of the certification will further 
distinguish those factoring compa-
nies that are keen on demonstrating 
their commitment to the factoring 
industry and its best practices. 
Having two direct reports, I feel that 
the certification and its principles fit 
nicely with my philosophy regarding 

training and development, as well as 
continuing education. 

There is no study guide yet for the 
examination; the examination is 
intended to be the result of experi-
ence with the factoring product. 
The IFA requires at least two years 
of experience in the role of Account 
Executive as a prerequisite for 
taking the exam. While not explicitly 
required, the education curriculum 
that is offered by the IFA every 
year contains relevant courses that 
provide the building blocks for those 
seeking to become a CFAE. 

The examination itself is comprised 
of 100 multiple-choice questions 
and usually takes between one 
and two hours to complete. The 
content for these one hundred 
questions was created by several 
very experienced, knowledge-
able, and well-respected industry 

OperAtiONS/pOrtfOLiO mANAgemeNt
September/OctOber 2014
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professionals, many of whom 
already facilitate the IFA’s educa-
tion curriculum. They worked hard 
to create the desired knowledge 
base of the CFAE candidate and 
craft many of the questions on the 
examination. Their efforts resulted 
in a comprehensive examination 
that ensures that those holding the 
CFAE designation are worthy candi-
dates who clearly demonstrate the 
hallmarks of factoring industry best 
practices. Having taken the exami-
nation, I was impressed with how 
the contributions from this high-
level of industry thought-leadership 
translated to the examination. I felt 
that the examination was chal-
lenging and did an outstanding job 
of translating the knowledge base 
into the multiple-choice format. The 
challenging nature of the examina-
tion made the designation all the 
more rewarding at the end. The 
efforts of all contributors should be 
commended.

It’s important to mention that 
while the certification appears to 
be tailored to factoring account 
executives, the certification itself 
is relevant for all factoring profes-
sionals from credit to sales. As the 
examination covers best practices 
for the factoring industry as a whole, 
the importance of exhibiting the skill 
set tested in the examination carries 
through all employees of a factoring 
company. No matter if the employee 

their efforts resulted 
in a comprehensive 
examination that ensures 
that those holding the 
cfAe designation are 
worthy candidates who 
clearly demonstrate the 
hallmarks of factoring 
industry best practices.

http://www.gibraltarbc.com
http://www.uticaleaseco.com


is in the “backroom” or in front of 
clients and prospects everyday, 
possessing the requisite knowledge 
for the factoring industry is impor-
tant and shows everyone that the 
CFAE has made a commitment to 
the industry and its ideals.

To register for the CFAE examina-
tion, go to www.factoring.org and 
click on the CFAE badge on the lower 

lefthand side of the homepage. 
There you can learn more about the 
CFAE certification, its background, 
and how to complete an applica-
tion for the examination. The cost 
of the examination is $299 (USD). 
The examination takes place at ISO 
Quality Testing; they have over 350 
locations across North America, so 
there is sure to be a location near 

you. After the IFA receives your 
payment and application, they will 
provide further details regarding 
the scheduling of the examination. 
Should the candidate fail to pass 
the examination, the application fee 
covers two additional opportunities 
within a calendar year. Upon passing 
the exam, the CFAE can use the 
acronym after their name on written 
materials, as well as showcase 
the CFAE logo on their company’s 
website and other media. 

I continue to be proud to have 
the CFAE acronym after my name 
on business cards, emails, and 
letter correspondence. Whether 
recipients are from the factoring 
industry or outside the industry, 
they are always interested in the 
meaning of the acronym and have 
a very favorable response when 
the CFAE is explained. The designa-
tion shows to all that the CFAE has 
made the commitment to showing 
everyone their competency in the 
industry. I encourage qualified 
factoring professionals to sign up 
for the examination and put their 
skills to the test. The result will 
be a rewarding experience for the 
candidate, their company, and the 
industry overall. •

10  The Commercial Factor | September/October 2014

Matthew Davis 
has been RMP 
Capital’s Director 
of Credit for seven 
years, handling all 
credit, underwrit-

ing, and risk management functions 
for the company and acting as RMP 
Capital’s International Manager 
regarding International Factors 
Group business. He is a Certified 
Factoring Account Executive and 
a Six Sigma Green Belt. Matthew 
currently resides in Brooklyn, New 
York. He can be reached by phone 
at 631-630-9280 or by email at 
mdavis@rmpcapital.com.

OperAtiONS/pOrtfOLiO mANAgemeNt
September/OctOber 2014

http://www.baysidebiz.com
mailto:mdavis@rmpcapital.com
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the factor’s public enemy #1: fraud
It goes without saying, and yet it needs to be said and continually reinforced, that the greatest risk in 
factoring is fraud. The factor provides an alternate source of funding for those companies that typically are 
undercapitalized, have a weak balance sheet or have a questionable or bad credit history, the result of which 
disqualifies the company for traditional bank financing, even in a strong banking environment.

BY mARC mELLmAn

OperAtiONS/ 
pOrtfOLiO mANAgemeNt
September/OctOber 2014



Factoring typically comes at much 
higher rates and fees than bank 
financing. One of the primary 
reasons a factor charges higher 
rates than a bank is to account, in 
significant part, for the greater risks 
associated with the relationship. 
What is one of those greater risks? In 
a word, fraud. Fraudulent schemes 

and conversion unfortunately 
have become mainstays within 
the factoring world. Anecdotal 
evidence suggests that, at one time 
or another, almost every factoring 
company, regardless of whether 
they fund against goods or services, 
experiences a fraudulent transaction 
or continuing fraudulent scheme, 

resulting in what often amounts to 
significant loss. Oftentimes, it has 
nothing to do with whether the 
factor was as reasonably diligent and 
circumspect as possible in making its 
initial and continuing underwriting 
and credit approval decisions. 
More and more, from the discus-
sions I have had with colleagues 
in the industry, it just comes down 
to the fact that new schemes are 
formulated every day, and are of far 
greater ingenuity and sophistication.

Two recent examples come to 
mind. In one instance, a funder to a 
temporary staffing company failed 
to detect for a prolonged period of 
time that the account debtors of the 
staffing firm were entirely fictitious 
in nature. Although the account 
debtors had nationally recognizable 
names, or in retrospect, names that 
were closely similar to nationally 
recognized companies, the factor 
failed to uncover this fact until it was 
far too late. The staffing company 
had set up fake websites, email 
addresses, and telephone numbers 
for the fictitious companies, all of 
which were under the dominion 
and control of the staffing firm. 
Not only were the account debtors 
fictitious, but so were the temporary 
employees, even where the staffing 
firm had provided names, social 
security numbers, timesheets, etc. 
All imaginary. All advances and 
profits payable were transmitted 
in the normal course to the staffing 
firm, and invoices sent to the 
account debtors were paid in a 
timely manner, with a DSO average 
of 45 days. However, as you prob-
ably figured out by now, the factor 
was being paid on the invoices 
with its own money; a classic Ponzi 
scheme. When the factor finally 
discovered the scheme, coinciden-
tally in a very random manner, and 
funding stopped, the factor was out 
a significant sum.

In the other instance, a factor 
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that imbedded in the process of 
verification is the critical fundamental 
that verification must be completed 
independently; that is, without 
relying to any significant extent on 
information provided directly by and 
through the factoring customer.

There are many tools available to 
a factor to continuously complete 
independent verification of its 
accounts. In the initial stages of 

underwriting and background and 
credit checking, sources such as 
Experian, Accurint, and Google 
Names should be utilized for back-
ground checks on the principals of the 
company. For the company itself, as 
well as prospective account debtors, 
Dun & Bradstreet, credit applications, 
and services such as Tax Guard, may 
be used. Once the new account is 
taken on by the factor, continuing provided purchase order financing 

to a company that supplied goods 
and materials to a governmental 
group. The company presented 
weekly invoices to the factor, 
together with an itemized schedule 
of goods and materials deliv-
ered that week to its customers. 
The factor advanced its agreed 
percentage based on the submis-
sion. Following receipt of each 
week’s advance, the company 
actually delivered less product to its 
customers and adjusted its invoices 
accordingly. The invoices were 
paid by the account debtors in the 
normal course and, in this instance, 
the company also had a reason-
able DSO of 45 days. It appeared 
on the surface to the factor that 
the account debtors were making 
“partial” payments on the invoices 
when, in fact, from the debtor’s 
perspective, the invoices were being 
paid as billed. Only after several 
months and follow up with the 
account debtors, and ultimately, the 
company’s principal, did the factor 
discover the fraud.

These are only two examples of 
classic schemes. I am sure we all 
have our stories to tell about similar 
experiences. But the big question 
remains: what steps can, and should, 
any factor take in order to hedge this 
endemic risk? That, likewise, comes 
down to one word: verification. In 
the very broad sense of the word, 
verification should be a multi-faceted 
process, both during the under-
writing and credit approval stages, 
and more so, during the funding 
process, once the customer-factoring 
relationship begins. Most impor-
tantly, the factor should understand 
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the factor should understand 
that imbedded in the 
process of verification is the 
critical fundamental that 
verification must be completed 
independently. 

http://www.dissol.com


independent verification on a regular 
or random basis should be completed 
using tools available through Google 
(for email and telephone verification), 
D&B (for financial and telephone 
information), telephoning account 
debtors’ offices directly to confirm 
invoices and other relevant informa-
tion, physical site visits (scheduled and 
unscheduled) to both the factored 

company, as well as selective account 
debtors to independently confirm 
their existence and legitimate nature 
of their businesses. Some factors 
make it a practice to conduct an inde-
pendent field audit of their customer, 
both before and during the factoring 
relationship, as part of initial and 
continuing due diligence to further 
reduce the risk of any fraud. Some 

factors complete audits regardless of 
the size of the credit, some use this 
tool only for larger credits; but it is a 
valuable tool in any case, one which, 
oftentimes, can disclose conversion 
and/or diversion of funds away from 
proper use in the business, e.g., 
personal conversion of funds by the 
company’s principal in lieu of paying 
all necessary federal, state, and local 
income/payroll taxes. These are but 
a few of the types of tools that the 
factor should use to complete due dili-
gence during the verification process. 

And remember, even in a perfect 
verification world, which rarely is 
the case, the entirety of a reasoned 
due diligence/verification process 
does not, in and of itself, eliminate 
the potential risk of fraud. Keep a 
trained eye out for telltale indica-
tors of fraudulent conduct. For 
example, in the staffing company 
fraud noted earlier, invoices were 
paid in full every 45 days like 
clockwork; no partial payments 
or questions from the “account 
debtors” as to the correctness of 
the invoices. How often does that 
happen in practice? Constantly 
monitor changes in timing trends 
during the relationship. In the 
purchase order example, the DSO 
on the A/R began to trend higher 
than 45 days, and what appeared to 
be partial payments became lesser 
and lesser in amount as time passed. 
Changes in trending can typically 
be the by-product of fraud and/or 
conversion by the customer. The 
point here is that verification is not 
just an initial or one-time process; it 
is a continuing necessity, even with 
a factor’s “best” customers. We all 
want our customers to grow, but 
we must ensure that they are doing 
so in a legitimate manner, and, that 
requires constant vigilance.

Collectively as an industry, however, 
I believe there is more than we are 
presently doing that we should 
consider accomplishing in addition 
to verification on an individual basis, 
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with a competitive advantage from 
which to market their services as 
against our reputation and services. 
Both are legitimate concerns. 
Nevertheless, sharing information 
regarding our collective experi-
ences of both historical, as well as 
the latest, fraudulent schemes can 
only improve our individual ability 
to address this overriding risk that 
we all face as factors. That is why, 
with the backing and support of the 

IFA, very soon we will be setting up 
a type of “fraud clearing house” in 
order to provide an internet forum 
in which factors will be encouraged 
to exchange timely information, by 
name or anonymously, of fraudulent 
activity and experiences. In this way, 
we hope to educate the factoring 
community on the latest schemes 
and known perpetrators and their 
methods, all with the ultimate goal 
of reducing this risk. •

to minimize and hedge our risk of 
being defrauded by our clients and 
account debtors. We should share 
information. All too often, upon 
being the victim of a fraud, our initial 
reaction is to keep it a secret, under-
standably for a couple of reasons. 
First, we tend to be embarrassed 
by the very fact that someone was 
able to defraud us even though 
we believe that we have done 
everything reasonably possible to 
avoid such an event. Second, we 
often believe that to disclose the 
fact that we have been defrauded 
weakens our standing and respect 
not only amongst our peers in the 
industry, but provides our peers 
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Marc Mellman 
is Chief Operat-
ing Officer and 
General Counsel 
of TemPay Inc., 
a payroll funding 

and accounts receivable factoring 
company. Prior to joining TemPay, 
Marc was Managing Director of 
Clermont Strategic Management 
LLC, a management consulting 
firm. Previously, he was a found-
ing director and Chief Operating 
Officer of Natsource LLC, one of the 
world’s leading over-the-counter 
energy and environmental interme-
diaries and advisors. Before joining 
Natsource, Marc spent 20 years 
engaged in the private practice of 
law with a primary focus on the 
representation of financial institu-
tions in commercial transactions 
and litigation. He is admitted to 
practice law in the Commonwealth 
of Pennsylvania, the State of New 
Jersey, and before several of the 
federal courts. In addition to his 
law degree, Marc holds an MBA in 
Finance from Rutgers University. 
He is currently a member of the 
Advisory Board of the IFA. Marc can 
be reached by phone at 973-912-
7461 or by email at mmellman@
tempay.com. 

http://www.rmpcapital.com
mailto:mmellman@tempay.com
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Seven ways to reduce Staff workload 
with information technology
It is difficult to have a meaningful discussion about staff workload in a commercial factoring business these 
days without also talking about the vital roles played by information technology resources and the systems 
they support. Good portfolio management software, solid infrastructure, and strong IT resources form the 
backbone of a successful commercial finance business. Which systems you choose to run your company with 
and how you choose to deploy them will determine the efficiency of your staff and operations.

BY duSTIn SmITH

Following is a list of seven must-do 
action items for creating a tech-
nology infrastructure that maximizes 
efficiency and reduces workload for 
your entire team:

1   Choose modern 
Technology
Modern technology determines the 
way your company does business 
and has a crucial impact on your 
profitability. Efficiency begins with 
the core foundation; key to this is 
your portfolio management soft-
ware. Given that this system will 
process every invoice and payment 
you handle and be the hub for all 
business activity, it’s vital to choose 
a solution that is easy to use, scal-
able (both in terms of volume and 
capabilities), highly configurable to 
fit your unique way of doing busi-
ness, and able to automate tasks at 
every turn. This will minimize the 
need for manual input—saving time, 

saving money, and reducing errors.

Also very important to consider is 
how your company will access core 
business software. Increasingly, 
companies are evaluating cloud-
based services for external delivery 
of software, as well as virtualization 
for more efficient internal access to 
self-hosted software. Regardless 
of which type of deployment you 
choose—in the cloud or self-hosted—
the type of equipment used to run 
your business software on will have 
a major impact on how efficiently 
your business runs.

2   move to an All-digital 
Workflow
Commercial finance is a document-
centric business. For many years, 
factors have been moving moun-
tains of actual paper great distances, 
while attempting to maintain some 
kind of order. Every touch point 
(approval, purchase, data entry, 

confirmation, sending of invoice 
copies) has been an opportunity 
for something to go wrong, or go 
missing.

With the rise of the ‘digital age’, 
many companies are moving to 
completely (or nearly) paperless 
workflows. The advantages of going 
all-digital are huge: reduced costs, 
quicker access to information, less 
required physical space, more docu-
ment security, easier information 
sharing, and, best of all, speed.

Some companies are taking it a 
step further, combining paperless 
processes with automated work-
flows. The workflow approach to 
analyzing and managing information 
focuses on processes rather than 
documents. The goal is to create 
workflow models that enforce the 
consistent handling of work. If you 
want to further accelerate and stan-
dardize your company’s processes, 
then moving to a system that can 
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As a general rule, the quicker the 
recovery time, the more expensive 
the solution. Make sure you carefully 
weigh the risk/reward proposi-
tion for each of your most critical 
solutions. While these services may 
seem expensive at first, consider 
that cost against your total cost of 
lost revenue and lost productivity 
for each hour of downtime.

To ensure that you are on top of the 

situation and taking care of busi-
ness, your maintenance, monitoring 
and disaster recovery initiatives 
must be integral parts of you BCP 
(Business Continuity Plan). If you 
need help with a BCP, there are 
many great online resources. You 
can always go to www.ready.gov for 
a high-level start, including access 
to some free automated tools for 
generating basic plans.

automate workflows is a step in the 
right direction.

3   use Third Party 
management Services to Fill 
in gaps
Trying to handle every aspect of 
your company’s technology needs 
in-house can prove a daunting task 
for even the most adept IT staff, so 
it comes as no surprise that many 
businesses are supporting their IT 
workload though selective use of 
quality third party services.

Fortunately, there are many skilled 
and capable resources available 
to those in search of outside help. 
For example, secure cloud-based 
data centers can host and support 
your servers, enabling you to save 
significantly on hardware main-
tenance costs. And, outside IT 
consulting groups can assist your 
team when challenging software or 
hardware-based problems occur. 
Many third party services can audit 
your systems, making sure you’re 
compliant with today’s industry 
standards and best practices. 
With the right third party tools 
and services, it’s even possible 
to maintain the current size of 
your workforce, while allowing 
employees to stay focused on their 
most important jobs: managing risk 
and growing your business.

4   Have a Strong disaster 
Recovery Plan
In today’s 24/7/365 environment, do 
you know how long your business 
could survive if your data suddenly 
wasn’t available? Chances are, not 
long. Every business needs a solid 
disaster recovery plan for protecting 
its critical data and servers, as well 
as providing access by your staff to 
your critical systems, in the event of 
a disaster. Your portfolio software 
vendor likely offers disaster recovery 
services. If not, there are several 
reputable vendors that can provide 
this important service. 
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Dustin Smith is 
the manager of 
internal IT opera-
tions at Bayside 
Business Solutions 
and is responsible 

for hosted services provided to 
Bayside’s clients. He has worked for 
diverse businesses in a variety of 
technical areas, including network-
ing, virtualization, troubleshooting, 
and project management. Dustin is 
a Microsoft Certified Professional 
with additional certifications in 
VMWare, MCITS, Server Adminis-
tration, Microsoft Active Directory/
Windows 2008, 2012/Network-
ing & Infrastructure Comtia A+, 
Comptia Net, and Comptia Security. 
Dustin can be reached by phone 
at 205-972-8900 or by email at 
dsmith@baysidebiz.com. 

5   Practice Preventative 
maintenance and Proactive 
monitoring
What is your hardware/software 
refresh cycle? Do you diligently 
keep your systems up to date, or 
do you instead push your hardware 
and software to its limits? Following 
vendor recommendations and 
proactively replacing equipment and 
software in a practical timeframe 
can not only head off disaster, it 
will keep you competitive through 
advantages made possible by newer, 
faster, more capable technologies. 
You don’t have to be on the bleeding 
edge of technology, but you don’t 
want to be on the waste heap of 
obsolescence either. Stay reason-
ably current.

No one can predict the future, but 
notification from your users should 
not be the only indicator that there 
is a service disruption. Have you 
considered proactively monitoring 
your hardware/software uptime and 
health? There are a variety of solu-
tions to choose from that provide 
a layer of monitoring and reporting 
not previously available. By actively 
polling your daily business data 
they can provide you with valuable 
metrics to help you better keep 
track of your business.

6   Build a Self-Help 
Infrastructure with good 
documentation
Just as a plan not written down is 
only a wish, a procedure not docu-
mented is only a guess. Your staff 
needs to know, unequivocally, how 
things are done at your company 
and in your portfolio manage-
ment system. Whether it is simple 
instructions for a common task or 
detailed procedures for recovering 
from a major disaster, proper 
documentation greatly increases 
your productivity by, in many cases, 
letting users answer their own 

questions without IT staff assis-
tance. This saves precious resources 
across multiple departments and 
speeds time to resolution.

Additionally, documenting changes 
made in your IT environment can 
dramatically decrease the time 
needed to troubleshoot problems 
that will inevitably arise down the 
road.

There are many ways to create and 
manage your documentation. It 
can be as simple as text documents 
stored in a central location or as 
complex as product management 
software. It can even be an internal 
wiki. Wikis are user friendly and 
make it easy to publish documents 
companywide. Regardless of what 
solution you use, it is important to 
organize your documentation in a 
logical manner. Users are less likely 
to adopt a system if they have to 
fumble around to find what they 
need.

7   maintain Strong Skills 
for All with Training
Finally, it pays to invest in your 
people. Continuing technical training 
helps ensure that your users and IT 
staff are playing at the top of their 
game. Technology is constantly 
changing and systems are interre-
lated in ways that can make it tricky 
to anticipate outcomes when one 
part is upgraded. Your procedures 
will need to change intelligently to 
reflect new technologies. To keep 

up, your team needs to be keenly 
aware of what is available now as 
well as what’s on the technological 
horizon. Professional training is a 
sure way to keep them informed so 
they can keep your business current 
and maximize these important 
investments.

Conclusion
Workloads don’t lighten on their 
own, and efficient IT infrastructures 
don’t create themselves. But a 
strong IT team, armed with flexible 
tools, can do the necessary plan-
ning, prevention, and maintenance 
required to build and sustain a 
well-oiled commercial factoring 
operation. Give your people the 
resources they need, and reap the 
rewards; workload will go down, 
and productivity will go up—both of 
which will lead to higher profits. •
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Just as a plan not 
written down 
is only a wish, a 
procedure not 
documented is  
only a guess.

mailto:dsmith@baysidebiz.com
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ifA’S 21St ANNuAL fActOriNg cONfereNce
ApriL 15—18, 2015

Reserve your room at The Roosevelt, New Orleans’ premier luxury hotel and host of the IFA’s 21st Annual Factoring 
Conference, April 15 - 18, 2015. Attended by more factors and asset based lenders than any other event, the IFA’s Annual 
Factoring Conference is an unmatched opportunity to learn, play, and connect with peers and industry-leading experts. 

Whether your goal is to keep abreast 
of legal issues, learn about new 
business opportunities, sharpen 
your social skills, or brush up on 
the basics, there’s an educational 
session for you:  

LegaL Issues:

Report from the Courts - Bob 
Zadek, Esq. shares lessons learned 
from this year’s court decisions 
and reveals how the courts 
treated IFA members. 
Legal Panel 
Regulatory environment in 
Washington DC
10 Must Have Clauses in Your 
Factoring agreement 

OPeRatIOns:

effectively gather Information, 
avoid Deception, and spot 
Liars - Learn the essential 
skills necessary for guiding 
conversations and gathering 
information.
Fraud Forum
small Factors Roundtable -This 
roundtable discussion is designed 
to give factoring companies 
who fund clients with low sales 
volumes a forum to discuss their 
challenges and learn from their 
peers.
Current topics in 
transportation Factoring
Outlook for the energy Industry 
will cover topics such as fracking, 
its future and opportunities, types 
of energy service companies, the 
expansion of energy production 
in the U.S. and factoring oilfield 
trucking companies. 
Workouts 

InteRnatIOnaL sessIOns:

Legislative Changes and Legal 
tendencies for Factoring in 
Latin america
Case studies in Latin america
Factoring in europe 
Doing Business in Québec 
Financing Inventory-in-transit - A 
panel of experts will share their 
expertise on how to finance 
in-bound or out-bound inventory.

tHe BasICs:

Factoring Fundamentals will 
cover such topics as: Factoring 
Defined, Contract Basics, Uniform 
Commercial Code, How to Find 
Clients, Underwriting and Credit 
Notifications and Verifications, 
The Daily Business Flow, and 
Ending the Relationship.
Factoring 101
Complimentary Products 101 
- A panel of experts will discuss 
PO Finance, Inventory Finance, 
Leasing and Equipment Finance 
and Unsecured Loans.

anD MORe:

How the economy will affect 
Factors with Dr. Peter Ricchiuti, 
who has been featured on CNN 
and CNBC as well as in The New 
York Times, BARRON’S, The 
Washington Post, and The Wall 
Street Journal. 
Leadership and Preparedness 
in the 21st Century with Lt. 
General Russel L. Honoré (Ret.), 
Commander of Joint Task Force 
Katrina and Global Preparedness 
Authority & CEO

evolving the Client 
Conversation - A panel of experts 
will discuss their keys to customer 
retention.
the truth about gender 
Intelligence - Colette Carlson 
unlocks the secrets of gender 
communication to help you 
influence, persuade and 
communicate more effectively.

This is a partial list of sessions. 
Check www.factoringconference.
com for updates.

CHOOse FROM a vaRIetY OF 
extRaCuRRICuLaR aCtIvItIes:

golf tournament at Lakewood 
Golf Club.
Culinary culture walking tour of 
the French Quarter.
Tour of the famous Manchac  swamp.
Tour of Houmas House 
Plantation & gardens.

Be suRe tO attenD tHe:

RMP Capital Welcome 
Reception (if you’re new to the 
IFA, you’ll receive an invitation 
to a new Member Reception 
beforehand).
Bibby social.
tax guard Dessert Reception.
Closing event at the House of Blues.
Idea exchange, which brings 
together small groups who have a 
common interest in a particular issue. 

Fill your days with top-notch 
speakers and your nights with world-
famous dining and entertainment. 
don’t miss the world’s largest 
conference for the factoring industry, 
April 15-18, 2015, in legendary new 
orleans. Register today!



factoring and Asset based Lending: You 
can have the best of both worlds!
In 1999, when I was Senior Vice President of State Bank’s Working Capital Finance Group, I realized that in 
addition to factoring accounts receivable, our division should also be in the ABL business. 

BY CoLE HARmonSon
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I founded the ABL division for the 
bank in 1996, and was then hired 
by the bank’s CEO, and my now Far 
West Capital business partner, Don 
Stricklin, to start a recourse accounts 
receivable factoring shop. We grew 
both the factoring and asset based 
lending portfolios and then sold 
them in 2007 to two of the indus-
try’s leading banks.

When we first had the idea of 
managing these two portfolios 
simultaneously, everyone I knew in 
the business told me that these two 
divisions could not coexist. 

When we started Far West Capital 
in 2007, we knew we would have 
both products right out of the gate. 
Today, it is in vogue for entrepre-
neurial lenders to simultaneously 

focus on these products with many 
entrepreneurial factoring shops and 
banks recently announcing offerings 
of the “Flex ABL” type products, etc.

So the question is – how do you 
successfully manage these two 
seemingly different worlds at the 
same time? Here are three keys to 
factoring and ABL client portfolio 
management: 

Situational Awareness is 
always required.
Clearly defining what makes up 
factoring and what makes up ABL: 
It has been said that, “Beauty is in 
the eye of the beholder” and that 
definitely holds true in lending – one 
man’s workout is another man’s 
prize client. For us, here are the main 

differences:

ABL

• Strong character in the 
background of the guarantors. 
Character is always the first place 
that we start – it is the backbone 
of our underwriting. Whether 
you’re dealing with ABL or 
factoring, character is key.

• Strong accounting and accuracy 
of reporting.

• Strong team that supports a 
growing business.

• Strong financial results – even 
if the company is currently 
experiencing a turnaround, but 
has demonstrated the ability to 
generate positive cash flow and 
the ability to do so in the future.



intangible of how the account 
manager “feels” about the relation-
ship is a big variable in determining 
how to move forward.

Proactive is way better than 
reactive.
 Being ahead of the game is a serious 
advantage when thinking about 
your portfolio. There are a number 
of red flags (many of which we have 
mentioned) that, when combined, 
can alert you to potential problems.

How to be proactive: None of the 
information you are gathering is 
worth anything if you don’t commu-
nicate it or your organization lacks 
the ability to position you properly 
to avoid issues. Regularly planned 
communication rhythms are the key 
to understanding, and distribution 
to the right people with the right 
decisionmaking authority is the key 
to actually doing something about 
it. At Far West Capital, we have 
about 200 or so clients, so one 
person can’t possibly cover all the 
information and risk. We have a very 
structured process for uncovering 
information and distributing infor-
mation. This helps us make the right 
decisions at the right times.

Team and Transparency: these are 
two of our core values. We use a 
CRM that distributes pertinent 
information to the team, in real time, 
so everyone in the company can see 
what is going on. The right deci-
sion makers can act quickly when 
they have the right information. 
Our account management team 
does not get its incentive pay if the 
client questions are not asked and 
distributed to the team.

We train all of our account managers 
and portfolio development officers 
to work together, ask the right ques-
tions, and most importantly, do so as 
a team to avoid having issues “held” 
at the individual level.

Intent matters; who you 
make it about will make you 
or break you.
What is this relationship about? 
We all have shareholders, capital 
providers, and other very interested 
constituencies that are relying on 
us to do the right thing, finance 
good receivables, make tough calls 
and, in general, demonstrate that 
we are worthy to allocate capital to 
the community. It is our belief that 
this starts with your intent when 
entering into a factoring or an ABL 
transaction. 

Andrew Carnegie said it best: “Fill 
the other guy’s basket to the brim, 
and making money becomes an easy 
proposition.” When we enter into a 
relationship, we ask ourselves how 
we can help this person to fulfill their 
personal dreams, hopes, and aspira-
tions. This is not something that we 
only ask once or something that we 
use as a marketing slogan – this is 
woven into the fabric of our compa-
ny’s purpose. We strive to unleash 
potential for all those we interact 
with on a regular basis, particularly 
our clients. 

We know that issues can arise in 
business, and yes, we all plan for 
these things, but as Mike Tyson said, 
“Everyone has a plan, until they get 
punched in the face”. If your client 
truly knows that you have their 
best interest at heart and that you 
are working to make their personal 
dreams come true, that client will 
work hard (most of the time) to 
make sure that you are paid back in 
full. 

The real relationship starts when 
there are problems; everyone can 
be on their best behavior when 
you are in the honeymoon phase of 
underwriting and initial funding. This 
is a major key to our success – we 
know there will be problems and we 
also know that whatever treatment 
you want to receive, you must 

• Strong historical performance 
of the collateral demonstrated 
via a field examination.

Factoring

• Strong character, but may be 
relatively inexperienced.

• Strong collateral, but may have 
concentrations or other circum-
stances that require vigorous 
verification work.

• Strong company potential, but 
may have had more bumps in the 
road than typical.

• Certain industries that 
require heavier monitoring, 
like construction, staffing, or 
trucking.

• Strong team, but may not have 
a very deep bench of talent, 
especially on the finance and 
accounting side.

What to monitor to understand the 
situation: knowing what is going 
on with all of the elements above is 
going to help you stay ahead of the 
curve and proactively manage the 
client. The obvious items are what 
you would expect, including finan-
cial statements, tax returns, client 
produced AR and AP agings, and all 
other “regular” type financial infor-
mation. What may not be obvious 
to monitor is the equally important, 
but harder by definition to quantify, 
intangibles that can sometimes be 
much more important in identifying 
trends than the tangible, which can 
be “managed”. These intangibles (in 
no particular order of importance) 
include unexpected key personnel 
shifts or changes, distracting 
personal issues such as divorce, big 
delays in reporting information, 
rapid change in vendors, frequent 
over-advance requests and other 
such departures from the norm. We 
strive to hire people with serious 
relationship skills. We know we 
train the financial “Xs and Os,” but 
it is hard to train someone in the 
nuances of intricate relationship 
that is your finance source. The 
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give out first. This philosophy is a 
cornerstone of every relationship 
we have, whether ABL or factoring. 
If you only make it about you and 
your interests, the client will do the 
same and a battle is sure to ensue. 
We know sometimes it is unavoid-
able in our business, but our goal is 
simply stated as 100% clean deals 
and 100% happy clients. Frankly, 
other lenders who just care about 
themselves, are where a lot of our 
clientele have come from over the 
years – most entrepreneurs know 
that when they have someone 
behind them who is striving to help 
them, they can be more, do more, 
and have more than they could with 
a capital provider that treated them 
as a faceless set of numbers. We 
get paid handsomely to deal in the 
gray areas, and understanding this 
key will help you and your clients 
immensely.

Know what is going on with your 
client and who they really are. Know 
when to act (sooner rather than 
later) and how to act appropriately. 
And last but not least, always follow 
the golden rule when it comes to 
how you treat your clients and team. 
As you can see, it really doesn’t 
matter whether they are factoring or 
ABL – you are headed to success in 
client relationship management. •

Cole Harmonson  
is  CEO of Far 
West Capital, an 
independent asset 
based lending and 
factoring company 

based in Central Texas. Far West 
Capital serves companies based 
in Texas with needs of less than 
$5 million. Cole can be reached by 
phone at 512-527-1111 or by email at 
cole@farwestcapital.com

http://www.cap-soft.com
http://www.bigshoulderscapital.com
mailto:cole@farwestcapital.com
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The American Factoring Association 
(AFA) has been warning its members 
about the potential problems our 
industry faces from Washington, 
specifically Operation Choke Point. 
If you are unfamiliar with Operation 
Choke Point, please take the time to 
learn about the program. While the 
stated purpose of Operation Choke 
Point is to reduce fraud, the program 
is clearly harming legal and legiti-
mate businesses. 

At least two factoring companies 
have reported running into prob-
lems with their banking relationships 
because of Operation Choke Point. 
It is now a fact; factoring companies 
are being impacted by Operation 
Choke Point in negative ways.

Even as the elections approach, 
American Banker reports that 
it expects to see a ramp-up of 
Operation Choke Point. Since 
Congress is currently in recess and 
engaged with other issues, there 
will not be much help from that 
front. American Banker goes on 
to report that the Administration 
is committed intellectually to 
Operation Choke Point. Depending 
on the outcome of the elections, 
American Banker states that we may 
see “a much more aggressive and 
complex campaign by Eric Holder’s 
DOJ and the FDIC to fundamen-
tally change the way commerce 
is conducted in America through 
Operation Choke Point.”

On September 8, the Wall Street 

Factoring Companies Squeezed by  
operation Choke Point
By JEFF ROSE, CFO/COO, national Bankers Trust

diamond member ($10,000+)
Advance Business Capital 
Apex Capital Corp 
Bibby Financial Services, Inc. 
Crestmark Bank
D & S Factors 
Gulf Coast Business Credit
International Factoring Association 
J D Factors
National Bankers Trust 
TBS Factoring Service, LLC

Platinum ($5,000 - $10,000)
Accord Financial, Inc.  
Far West Capital
Great Plains Transportation Services 
Interstate Capital Corporation 
MP Star Financial, Inc. 
Phoenix Capital Group, LLC 
RMP Capital Corp. 
Sunbelt Finance 
TemPay, Inc. 
TransAm Financial Services, Inc.

gold ($2,500 - $5,000)
Amerifactors Financial Group
Allied Affiliated Funding 

AR Funding 
Bay View Funding 
DB Squared, Inc. 
Federal National Commercial Credit 
Gateway Commercial Finance, LLC 
Lenders Funding, LLC 
Pavestone Capital 
Prime Financial Group 
Republic Business Credit, LLC 
United Capital Funding Corp. 
Vertex Financial, Ltd.

Silver ($1,000 - $2,500)
Amerisource Funding, Inc. 
Commercial Business Finance 
Durham Commercial Capital Corp. 
Entrepreneur Growth Capital, LLC 
Evergreen Working Capital, LLC 
Factor King, LLC 
FactorPlus
Firstline Funding Group 
FSW Funding 
J.O.B.E. Services, Inc. 
K.W. Receivables 
Levinson Arshonsky & Kurtz, LLP 
Match Factors, Inc.

Nationwide Capital Funding, Inc. 
Northwest Capital, LLC 
Paragon Financial Group, Inc. 
PRN Funding, LLC 
Prosperity Funding, Inc. 
Saint John Capital Corporation 
SouthStar Capital, LLC 
Spectrum Commercial Services Company

Bronze ($500 - $1,000)
Advantage Business Capital 
American Funding Solutions LLC 
Brookridge Funding
BTB Capital Corp. 
Commonwealth Capital, LLC 
Concept Financial Group
Firmco Business Funding 
G Squared Financial, LLC
Gateway Trade Finance, LLC 
Leland Capital Advisors 
QC Capital Solutions

other (under $500)
Downtown Capital Partners, LLC 
Pipeline Financial Services 

2014 members & donations As of September 18, 2014
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Continued on page 29

Journal published an opinion by 
Barry Brandon, Executive Director 
of the Native American Financial 
Services Association. Mr. Brandon 
states that Operation Choke Point 
has begun targeting tribal busi-
nesses, including short term lending. 
As Mr. Brandon states,  “Access 
to the banking system provides a 
lifeline for Native American online 
enterprises that are legal and 
legitimate. Without that access, our 
businesses wither, which is of course 
the Justice Department’s intention.”

With this environment unlikely 
to change, it is more important 
than ever we remain vigilant as an 
industry. Whether regulations come 
as the result of the government 
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AssociAtions

The following trade associations offer member pricing 
for events attended by IFA members:

Colombian Association of Factoring (CAF)

Commercial Factoring Expertise  
Committee of China (CFEC)
www.cfec.org.cn

International Factors Group (IFG)
www.ifgroup.com

Romanian Factoring Association (RFA)
www.asociatiadefactoring.ro

certified emAil

RPost

RPost’s Registered Email services allow factors to end 
disputes attributed to missing, misplaced or denied 
receipt of notification emails for notices of assignment, 
notices of default, borrowing base certificates, and other 
important notifications. It also helps speed invoice collec-
tions with proof of invoice delivery irrefutably starting 
the accounts receivable aging clock.

www.rpost.com/ifa
IFA Members receive a $10 discount per 100 pack. 

Also, the first order from each company will be 

doubled.

consulting

12five Consulting

12five Consulting provides technology and social media 
consulting to the commercial finance industry. Born out 
of its sister company, 12five Capital, 12five Consulting 
understands the technological needs of the commercial 
finance industry, as it was their application of these tools 
that lead to their expertise. 12five specializes in software 
optimization, cloud computing implementation and 
social media representation.

Phone: 630-270-3072 • www.12five.com
Email: ryan@12five.com
IFA Member Benefit: One free hour of initial phone 

consultation 

FactorHelp

FactorHelp has come to be regarded as the factoring 
industry’s premier resource provider. Their manuals, 
in use on every continent of the world, are setting 
the industry standard, and their reputation as the 
one-call solution for factoring problems is growing. By 
consistently introducing innovative, viable products, 
vigilantly cultivating an extensive alliance of Strategic 
Partners and providing the professional expertise 
demanded of an industry leader, FactorHelp strives to 
maintain its goal of providing the unparalleled service 
the factoring industry expects from a solutions partner.

Phone: 972-722-3700 • www.factorhelp.com
Email: dwilson@factorhelp.com

IFA Members receive a discount of 10% on their 

consulting fees and 5% discount on all FactorHelp 

products in the IFA store. 

credit

Ansonia Credit Data

With over 150 factors and growing, Ansonia Credit 
Data is the leading provider of affordable business 
credit reports. They understand the unique needs of 
ABL/Factoring companies. With no set-up or annual 
fees, Ansonia’s reports feature real-time access to a 
global database on companies of every size, industry 
and market segment. Whether you’re looking at a 
company in the USA, Canada, Mexico or beyond, 
Ansonia credit reports are priced at a low $8 with a 
substantial discount offered for participation in our A/R 
data exchange.

Phone:  855-ANSONIA • 855-267-6642 x.103
www.ansoniacreditdata.com
IFA Member Benefits: Free VIGILANTE™ Portfolio 

Analysis. Try Ansonia’s unique new program for 

monitoring credit portfolio risk. Call today to 

receive a comprehensive review of your entire 

portfolio.

Credit2B

Credit2B is a transformational cloud-based platform 
that combines third party credit information with 
what we call the Intelligence of the Community™, 
that is a network of the thousands of leading credit 
professionals and credit grantors that have a common 
interest in accessing better credit information about 
their trading partners. Our mission is to provide 
our clients better, timely, more relevant and highly 
accessible credit information at incredibly affordable 
prices. We do this through a compelling solution that 
leverages the power of peer network intelligence, 
quality bureau data, and advanced computer analytics 
to create an unparalleled experience.

Phone: 201-714-4514 • www.credit2b.com
IFA Members receive free trade reports in 

exchange for AR data. Also receive free bankruptcy 

notifications & preferred rates for collections - 15% 

contingency fee.

Dun and Bradstreet (D&B)

D&B is your source for the best business insight in the 
world. D&B’s global database contains the deepest, 
broadest, most rigorously quality-assured business 
insight available, covering more than 210 million 
businesses worldwide. With this insight, D&B has been 
enabling companies to Decide with Confidence™ for 
more than 170 years.

Phone: 973-605-6344 • Website: www.dnb.com
IFA Member Benefits: New & Returning customers: 

receive DISCOUNTS off D&B solutions. Discount 

is for IFA members that are not current D&B 

customers or have been gone for a period of one 

year. Existing customers: receive discounts on other 

D&B solutions not under contract. (ie: Hoovers, 

Supply, DNBI Modules)

Transcredit

CREDIT SCORING is one of the most important financial 
tools that you can use to make sound yet prompt 
business decisions. At TransCredit we know just how 
crucial this data is to keep freight in motion across the 
USA. In 2011 more than 93 million loads were rated by 
our Credit Score & Days-To-Pay™.

Phone: 800-215-8448 • www.transcredit.com
IFA Member Benefit: Receive a discount of 50% 

or more. Score your portfolio through Bayside’s 

Cadence Factoring Software or directly with 

Transcredit.

credit cArd Processing

ePaymentAmerica

ePaymentAmerica is the nation’s leading provider of 
merchant services for the factoring, A/R financing, 
and P/O financing industries. They offer IFA members 
exclusive VISA, MasterCard, American Express and 
Discover pricing, a discount on their virtual gateway, 
and a discount on PCI Compliance Certifications.

Phone: 901-385-5335 • www.epaymentamerica.com
Email: factoring_program@epaymentamerica.com
IFA Member Benefits: Interchange Plus Pricing* 

Bundled Monthly Service Fee of $30.00 (includes 

IRS regulatory compliance, account maintenance, 

PCI compliance, virtual gateway & online manage-

ment tool.) *Based on volume/ transaction count.

disAster recovery services

Agility Recovery

For the past 22 years, Agility Recovery has been a 
premier provider of onsite recovery solutions across 
the United States and Canada. When disaster hits, 
Agility will be on the scene, providing you with any, 
or all, of the critical elements you need to keep your 
business in business: power, space, technology, 
connectivity. Membership also includes access to a 
dedicated Continuity Planner and secure access to 
your myAgility planning portal to assist in building and 
maintaining your business continuity plan.

Phone: 704-341-8700 • www.agilityrecovery.com
Email: salessupport@agilityrecovery.com
IFA Member Benefits: 5% discount to each respec-

tive client’s monthly ReadySuite membership fee.

funding

RMP Capital Corp.

RMP Capital Corp. is a best-in-class provider of 
Rediscounting Lines of Credit to Independent 
Factoring Companies with portfolios from $250,000 

Our Preferred Vendors have undergone a screening and evaluation process. When you contact the 

Preferred Vendors, you will need to indicate that you are an IFA member to receive your benefit.

If you offer a good or service to the Factoring Industry and are interested in applying for Preferred 
Vendor Status, please contact the IFA at 805-773-0011.
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to $3,000,000. Understanding the needs of the 
Independent Factoring Company is the driving force 
behind a funding program which has helped clients 
build their operations and grow their portfolio. With 
over 10-years of industry experience, RMP Capital 
Corp. prides itself on taking the time to understand 
its client’s needs, which helps its clients realize their 
potential and achieve their goals. From providing 
capital to providing support, RMP Capital Corp has the 
solution for you.

Phone: 631-738-0047 • www.rmpcapital.com
IFA Member Benefits: RMP Capital Corp. will pay 

your IFA membership yearly dues.

mArketing

50 Words Marketing, LLC
50 Words is a marketing outsource firm for companies 
that either do not have a marketing department or 
that need to add more manpower to their existing 
marketing team. They serve as your dedicated 
marketing department.
Phone: 610-631-5702 • www.50wordsmarketing.com
IFA Member Benefits: IFA Members will receive five 

free hours of marketing services with the purchase 

of any marketing service. (Offer to new clients 

only)

PurchAse order finAncing

Gateway Trade Finance, LLC
Gateway provides purchase order funding for 
importers, distributors, wholesalers, and exporters 
nationwide. They will work with a client’s current 
or perspective factor, ABL lender, bank, and private 
lender. Gateway can fund 100% of the cost of pre-sold 
finished goods in transactions from $25,000 to 
$4,000.000.  They will do the small transactions 
and one-off transactions that are not currently 
funded by their competitors. “Financing Growth for 
Entrepreneurs.”
Phone: 703-548-2882
www.gatewaytradefinance.com
IFA Member Benefit: Gateway will pay a 12.5% 

referral fee on completed transactions on all deals 

brought to them by IFA members.

RMP Trade Credit, LLC
RMP Trade Credit is the leading source of small ticket 
Purchase Order Financing. They do deals from $5,000 
to $2,000,000 per month. They consider larger deals 
with participation. RMP Trade Credit closes deals 
faster than any other competitor. Their staff has over 
100 years of manufacturing, importing, and exporting 
experience to help their clients with their needs.
Phone: 877-340-2388 ext 400
www.rmptradecredit.com
IFA Member Benefit: RMP Trade Credit will offer a 
15% commission on all PO deals referred by an IFA 
member.

recruitment Agency

Commercial Finance Consultants
Established in 2002, CFC is the premier provider of 
human talent to the factoring industry. CFC’s goal is 
to provide their clients with the best available human 
capital and the most current industry information to 
assist in accomplishing their growth potential.
Phone: 469-402-4000 • www.searchcf.com
Email: dar@searchcf.com
IFA members will receive an additional 60 days 

added to the guarantee on all placements.

softwAre

Bayside Business Solutions, Inc.
Bayside Business Solutions is an innovative supplier 
of commercial portfolio management software that 
lets lenders manage factoring, invoice discounting, 
asset based lending, and more on a single platform—
CADENCE (formerly FactorSoft). Control more. 
Monitor More. Lend More. With CADENCE.
Phone: 205-972-8900 • www.baysidebiz.com
IFA members will receive 10% off license fees 

and add-on modules. For IFA members who 

are currently Bayside customers: Free one day 

refresher course, per year, at Bayside’s training 

facility in Birmingham, AL.

FactorFox

FactorFox Cirrus is a cloud application for factors, their 
clients, brokers, lenders, and others who enter or 
access data. Entries can be made and reports accessed 
from any internet-connected computer, tablet, or 
smart phone. As a web-native program, there is no 
extra cost for setting up your account or to access your 
data; further, you receive three hours of free training 
online. FactorFox’s various versions make it suitable for 
nearly any size factor.

Phone: 866-432-2409 • www.factorfox.com
In addition to the one-month free trial for everyone, 

IFA Members receive an additional two free months 

for a total of three free months to try the complete 

program.

tAx comPliAnce

Tax Guard

Tax Guard is the only tax compliance company in the U.S. 
that works with lenders to expose credit risks in real-time 
before it becomes public information. Unlike a traditional 
public record search for federal tax liens, Tax Guard 
utilizes a proprietary, patent-pending process, providing 
due diligence and tax monitoring reports to lenders 
across the United States.

Phone: 303-955-3282 • www.tax-guard.com
IFA Members will receive a 20% discount on the 

same-day due diligence order.

trAnsPortAtion

ExecuCar

This is a premier luxury sedan service that offers 
private transportation with experienced professional 
drivers. Whether you are heading to the airport, a 
business meeting or social event, ExecuCar will get you 
there safely, in style and comfort. 
IFA Member Benefits: Save 10% on your roundtrip 

transportation by booking online with ExecuCar 

at www.execucar.com. Use the following Discount 

Code: CLLMC

SuperShuttle

SuperShuttle is the nation’s leading shared-ride 
airport shuttle service, providing door-to-door ground 
transportation to more than 8 million passengers 
per year. Their friendly drivers, comfortable vans and 
reasonable rates take the hassle out of getting to and 
from 33 airports in over 50 US cities and surrounding 
communities. 
IFA Member Benefits: Save 10% on your roundtrip 

transportation by booking online with SuperShuttle 

at www.supershuttle.com. Use the following 

Discount Code: CLLMC

october 13-14
Portfolio Operations and Monitoring
Planet Hollywood,Las Vegas, NV

october 16-17
Credit, Underwriting and Collections
Planet Hollywood, Las Vegas, NV

october 23 
Minimizing Exposure to the IRS
Webinar 1pm PDT

october 27-28
Small Factors Meeting
Planet Hollywood, Las Vegas, NV

november 3-4
Commercial Finance Workouts
Offices of Buchalter, Nemer 
Los Angeles, CA

January 21-23
Presidents & Senior Executives Meeting
Fairmont Kea Lani, Wailea, Maui, Hawaii

February 19-20
International Trade and Factoring
JW Marriott Miami, Miami, FL

march 10
Luncheon Meeting with NYIC
Arno Ristorante, New York, NY

April 15-18
Factoring Conference
The Roosevelt, New Orleans, LA

FOR DETAILS AbOUT IFA EvENTS, 
PLEASE vISIT WWW.FACTORINg.ORg

IFA CALENDAR 
OF EVENTS

ucc seArch

First Corporate Solutions

First Corporate Solutions is a full service public records 
provider specializing in the research, retrieval and filing of 
public records nationwide and internationally. Their services 
include industry standards such as UCC, lien and litigation 
searching, UCC and corporate filing services, nationwide 
registered agent coverage and real property title searching, 
as well as unique solutions such as state and county account 
monitoring designed specifically for Factors.

Phone: 800-406-1577 • www.ficoso.com
Email: daves@ficoso.com
IFA members will receive a 10% discount off of the 

retail rates of their signature state and county account 

monitoring product.
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But, whatever the reason is that the 
client is not bankable, the factor 
typically is not worried about the 
things that traditional banks think 
about when making a cash flow 
loan. That’s because the factor bases 
its credit decision primarily on the 
factor client’s customer base - if the 
account debtors are solid, then the 
factor looks past the problems and 
is able to do the deal. The focus in 
factoring is rightfully on the account 
debtor. If the account debtor is a 
good credit risk and pays timely, 
then the factor client becomes a 
good deal, notwithstanding the 
reasons why the factor client is not 
bankable. However, not enough 
time is spent on understanding the 
factor client’s underlying contracts 
and the structure of its invoices. 
When things go wrong and the 
factor client is no longer in busi-
ness, or the account debtor and 
the factor client part ways for any 
reason, the account debtor will 
find a dispute, fail to pay, and the 
factor is then left with a collection 
problem. This three-part article 
will focus on understanding and 
protecting yourself from poten-
tial disputes between the factor 
client and the account debtor and, 
more importantly, neutralizing any 
manufactured or untimely disputes. 
In Part 1, we will focus on the basic 
UCC related issues between the 
account debtor and the factor (sorry 

if there’s some review here). Part 
2 will focus on rights between the 
factor client and the account debtor, 
and Part 3 will focus on the concept 
of mandatory approved invoices 
for use by the factor client and best 
practices in dealing with a master 
contract between the factor client 
and the account debtor. 

Factoring is all about financing 
a single contract, or a series of 
contracts. Assuming you are 
financing a real deal, which is what 
due diligence and verification are 
all about, you, as the factor, must 
understand the agreement between 
your factor client and the account 
debtor. The contract can be as 
simple as a single sale of goods, or 
putting in a fixed number of tempo-
rary nurses in a rehab facility, or it 
can be a comprehensive written 
contract or a master agreement that 
controls a series of complex trans-
actions over a long period of time. 
Whatever the case, it is impera-
tive that the factor immediately 

understand the type of contractual 
arrangement it is financing. This is 
especially true when the agreement 
is reduced to a comprehensive 
writing, where you will need to 
understand the basics of the deal. 
For example, if you are dealing with 
a master agreement with a large 
entity with multiple locations, make 
sure to review the notice provision 
in the agreement. If you are ever 
called upon to enforce the notice 
of assignment, it helps when the 
factor has sent the notice of assign-
ment to the place and person to 
whom contractual notification must 
be sent, per the written agree-
ment. This is just one example of 
the number of items in a master 
agreement which will require your 
attention.

Understanding the form of the 
agreement and what is required 
is important because the factor’s 
rights to payment are dependant 
upon the bundle of rights between 
the factor client and the account 

understanding Your factor client’s 
underlying contracts and controlling 
the invoices—part 1 of 3

steven n. Kurtz, esq. has represented factors, banks, and asset 
based lenders on a continuous basis since 1987, and he is the 
Co-general Counsel to the IFA. A founding partner of Levinson 
Arshonsky & Kurtz, with offices in California and Oklahoma, he 
practices in the areas of commercial law, insolvency, workouts, 
loan documentation and trade finance, in both transactions and 

litigation matters. He can be reached by phone at 818-382-3434 or by email at 
skurtz@laklawyers.com.

LegAL fActOr by Steven N. Kurtz, esq.
September/OctOber 2014

The basic premise behind the factoring industry is that we finance clients who 
are not bankable. The reasons are numerous, but include business losses, being a 
start-up or having a “story”. 
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debtor. In other words, the factor 
takes its purchased contract subject 
to all of the rights and duties 
between the factor client and 
account debtor, which is spelled out 
in UCC Sec. 9-404. Whatever the 
situation is, there will be a bundle of 
rights between the factor client and 
the account debtor, which the factor 
inherits (subject, to what we hope 
to accomplish with this three-part 
article). This bundle of rights may be 
just an invoice, which calls for the 
time and amount of payment, which 
then has a lot of gaps to fill in, or it 
can be what’s laid out in a compre-
hensive written agreement, which, 
then, typically controls the deal and 
binds the factor to the terms. 

In addition to taking the existing 
contract “as is”, the account 
debtor’s defenses which affect the 
right to payment, are recoupment 
and setoff, which are outlined 
in UCC Sec. 9-404(a)(1) and (2). 
Recoupment is any defense to 
payment which arises from the 
direct contract between the factor 
client and the account debtor. This 
generally involves claims such as 
some of the shipped goods were 
defective, the nurse didn’t show 
up or perform, or anything else 
that relates directly to the factor 
client’s performance on the specific 
contract at issue. Setoff is a defense 
to payment, which arises from 
things outside the direct agreement. 
This will involve other dealings 
between the account debtor and 
factor client outside the contract 
being financed, or in the case of 
a series of dealings not governed 
by a master contract, problems 
which arose from prior dealings of 
the same kind between the factor 
client and the account debtor. Setoff 
claims are exactly the reasons why 
factors always prohibit contra-
accounts in their agreements, but 
often arise when the account debtor 
and factor client have business going 
both ways between each other. 
Once the notice of assignment is 

sent, then the factor takes the deal 
subject to all existing setoff claims, 
but is cut off from future setoff 
claims. This is one reason why the 
factor has to see and understand 
the written agreements, especially 
a master agreement that governs 
a series of transactions. If there is 
a well-written master agreement, 
it will likely skew the rights in favor 
of the account debtor when setoff 
claims are asserted because master 
agreements often allow the account 
debtor to assert setoff claims. 

Once an agreement has been 
entered into between the factor 
client and the account debtor, even 
with the factor owning the account 
outright (which is what we always 
say), the factor client and the account 
debtor can modify the contract if it is 
done in good faith, (UCC Sec. 9-405). 
Good faith is a defined term in the 
UCC, but it will generally depend 
upon the facts and circumstances 
surrounding the transaction. A 
modification of the contract right, 
which addresses performance, such 
as delivery, quantity and quality of 
the goods or services subject to 
the agreement, will generally be 
considered to be done in good faith, 
especially if the parties continue to 
transact business. Modifications, 
which manipulate the factor’s rights, 
will not be in good faith. The grey 
area is the stuff in between, which 

can be addressed through the 
concept of the factor client using 
approved invoices, which spell out 
these issues. 

The UCC allows for waivers of claims 
between the account debtor and the 
assignor (which is the factor), (UCC 
Sec. 9-403). This section states that 
an agreement between an assignor 
(the factor client) and the account 
debtor, not to assert claims against 
the assignee (you as the factor), 
is enforceable by the assignee if 
the assignment satisfies all of the 
following conditions: (1) it is taken for 
value, (2) it is taken in good faith, (3) 
it is taken without notice of a claim 
of a property or possessory right to 
the property assigned, and (4) it is 
taken without notice of a defense or 
claim in recoupment of the type that 
may assert against a person entitled 
to enforce a negotiable instrument. 
This part of the law will be taking us 
into uncharted territory and a large 
part of this series will focus on how 
to get claim waivers or how to set up 
the situation so that performance 
is delineated such that the account 
debtor is locked into having to pay 
the factor in the event that things go 
wrong. 

These are the main UCC rules, which 
govern the relationship between 
the factor and the account debtor. 
Part 2 will address Article 2 of the 
UCC, which governs the rights of 
sellers and buyers of goods. Article 
2 contains rules, which address how 
to assert disputes, when disputes 
can be raised and not raised, and 
when the goods are accepted. The 
rules in UCC Article 2, while only 
applying to the sale of goods, serve 
as a common sense guide as to how 
a dispute involving services will play 
out as the UCC Article 2 rules are fair 
and practical and are often applied 
in non-UCC contract disputes. Part 
3 will focus on what your approved 
invoices should contain and what 
the best practices are in dealing with 
written agreements between the 
factor client and the account debtor. •

Once an agreement has 
been entered into between 
the factor client and the 
account debtor…the factor 
client and the account 
debtor can modify the 
contract if it is done in 
good faith.
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Although most factoring compa-
nies do adhere to non-mandatory 
industry guidelines in their due 
diligence and portfolio manage-
ment processes, each company has 
its own unique threshold, which is 
largely dependent on their tolerance 
for risk. For example, some factors 
will fund the construction industry 
or medical receivables, while others 
may prefer staffing or transporta-
tion. Some funders will exclusively 
work within a certain niche, while 
others fund all industries, based on a 
predetermined credit limit. 

As a direct funder, I can tell you 
from personal experience that 
every client is unique and must be 
approached with that mindset. The 
International Factoring Association 
(IFA) and many other industry 
experts have produced materials 

available for new factors that can be 
utilized as guidelines for approving, 
funding, and servicing factoring 
clients. Unlike other finance 
industries, factors do not adhere 
to mandatory compliance regula-
tions such as those for mortgage 
lending and banking. Therefore, 
any factoring guidelines serve as 
exactly that – a guide to conduct 
your business. For example, one key 
industry standard for most factoring 
companies is that they have a first 
lien position on their client’s assets.

This is accomplished by performing 
a UCC search and publicly filing 
a UCC-1 financing statement. By 
having a first lien position on your 
client’s assets, you are protecting 
your company in the event of a 
dispute or bankruptcy. To illustrate 
my point, we have been approached 
by several factors that were willing 
to fund prospects in a second lien 
position. We don’t recommend it, 
but there is always a niche that some 
company will fulfill in the finance 
industry. From our standpoint, we 
look at factoring guidelines as a tool 
that allows us to mitigate the risk 
associated with any new client. It’s 
up to us to use the applicable tools 
to either fund or decline a deal. 

If this is starting to sound like a 
bunch of factoring doubletalk, let 
me give you some real examples 
to illustrate how managing your 
factoring portfolio can fall into some 
real gray areas, depending on which 
side of the risk fence you reside. 
Let’s say you have been factoring 

the balancing Act of managing Your 
factoring portfolio

DOn D’aMbrOsiO is the president of Oxygen Funding, Inc., an 
invoice factoring company located in Lake Forest, California. Don 
has over 25 years experience working in the commercial and 
residential finance industries. He previously served as Controller of 
a commercial insurance agency and as Chief Financial Officer of a 
publicly traded mortgage company. He can be reached at  

949-305-9300 or don.dambrosio@oxygenfunding.com. 

SmALL ticKet fActOr by Don D’Ambrosio
September/OctOber 2014

If you talk to ten different factoring companies about how they manage their 
factoring portfolio, there’s a good chance you’ll get a variety of different answers. 
We funders know that factoring is not an exact science, by any means.
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with John Doe Manufacturing for 
several years, and he has the same 
customer. The client’s invoices 
generally pay on time and the 
verification process has never been 
an issue. However, when trying to 
verify the current funding schedule 
it turns out the accounts payable 
person that provides the approval 
is on vacation and there is no other 
person available to help you. Your 
client’s payroll is due tomorrow, and 
without this funding, his employees 
will not get paid. So, what do you 
do? Remember, factoring 101 says 
to never fund a deal without proper 
verification from the account debtor. 
You can take the hard line and reject 
the schedule, which will put your 
client in a difficult predicament and 
possibly damage his business. Our 
position was the client had enough 
good history with our company 
and his customer for us to proceed. 
Although the schedule was funded, 
it was under the condition that we 
would not move forward with any 
future advances until this schedule 
was approved. We could have taken 
it one step further and given the 
client a smaller advance or withheld 
future rebates contingent upon veri-
fication. In the end, it worked out for 
all parties with the client’s invoices 
approved and eventually verified. 
Here’s another example. You have 
a small client that just landed a 
purchase order with a national 
apparel retailer with extremely good 
credit. The customer, however, 
will acknowledge receipt of the 
goods but will not inspect them 
until several weeks later. Obviously, 
your client wants his advance so 
he can start paying overhead and 
vendors for both the prior and new 
orders. This is a tough one. Some of 
you may suggest credit insurance 
to cover any losses, but in reality, 
the issue is not with the account 
debtor’s ability to pay. Trying to get 
any insurance claim paid is difficult 
enough, and in this case, it would be 
a breach of contract, which is usually 

not covered in a credit insurance 
policy. In this example, we passed 
on the advance since we were not 
comfortable with the large gap 
between the receipt and inspection 
of the goods. As it turned out, some 
of the goods were not up to specifi-
cation, and the retailer rejected the 
entire shipment. The client was able 
to remedy the goods to specification 
(which took another four weeks) 
and reship them to the retailer for 
full payment. This is just a classic 
example of where you had a partial 
versus a full verification which led to 
a potential loss for the factor. Many 
funders would have chosen to move 
forward on this deal since the debtor 
was a nationally known corpora-
tion. This example brings us back 
to the point that all decisions are 
based on the risk tolerance of each 
factoring company. I can continue 
with other examples where servicing 
your factoring portfolio isn’t always 
crystal clear. Unfortunately, in 
many cases, your decision to move 

forward on a deal will fall into a gray 
area that requires a real gut check. 
Manage your clients wisely, thor-
oughly check your new prospects, 
and most importantly, mitigate as 
much risk as possible. •

specifically targeting factoring, or 
simply the continuation of Operation 
Choke Point by DOJ, the results are 
the same. Factoring needs the AFA in 
Washington to make sure our voice 
is heard. If you are not currently 
supporting the AFA, please take this 
opportunity to become a valued 
member: www.americanfactoring.org.

Founded in 2009, to provide a unified 
voice for the factoring industry, 
the AFA is dedicated to promoting 
and protecting the interests of the 
factoring community. The AFA board 
is made up of volunteers who devote 
time and their own funds to travel 
to Washington, D.C. on behalf of the 
factoring industry.

AFA uPdATE
Continued from page 23

http://www.factorfox.com
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The rationale for not remaining in 
contact is for a variety of reasons: 
1) If you are spending time with an 
existing client you aren’t out pros-
pecting for new business; 2) That’s 
the account executive’s responsi-
bility; 3) The BDO’s involvement can 
be disruptive to an account execu-
tive’s process; and 4) If a BDO leaves 
his company, he could move the 
client to the new factoring company. 
All of these are valid concerns.  

The first thing to consider is what 
the BDO’s relationship is to the 
factor. If a BDO is an employee of 
the company, that can bring value 
to a relationship with the client 
once he is on board, but if a BDO 
is a contracted broker (bringing 
business exclusively to a factoring 
company), then developing a rela-
tionship with the client might not be 
advantageous.

There are advantages and disadvan-
tages for an internal BDO. So let’s 
address the first concern mentioned 
earlier. If you hired the right BDO, 
they should be able to manage their 
time and efforts. A quick follow up 
call to a client, or a lunch from time 

to time to check in, is manageable 
for most BDO’s. Once the Client 
becomes comfortable with their 
AE, the less the BDO needs to be 
involved with them on a regular 
basis. After all, the first point of 
contact is typically with the BDO. 
They are a great way to bridge the 
gap with the home office.

Factoring companies that encourage 
BDO’s to continue to interact with 
clients allow BDO’s to use their 
relationship to build trust and ask for 
their banker, CPA, payroll company, 
etc. or perhaps other people in their 
industry that they know could utilize 
your services; or better still, their 
customers that they know are strug-
gling. This information might not be 

gained if the BDO isn’t allowed to 
have a relationship. Relationships 
are built on trust, and trust takes 
time. Let your BDO’s have time with 
the client to do their job. It saves 
time in the long run with their pros-
pecting efforts. Right now, a lot of 
you that are reading this are saying 
“we get that information on our 
application.” Wouldn’t it be better to 
have your client introduce the BDO?

Number two. If you have read the 
book Good to Great, it addresses the 
concept of having the right people 
on the bus, which means to have a 
great organization you have to have 
the right people in the right position. 
The employees that we have in our 
organization fill certain positions 
because of their skillset and what 
they bring to the organization. For 
the very reason we don’t typically 
move AE’s to sales positions is the 
exact reason that we wouldn’t put 
a BDO in an AE’s position. They are 
not of the same mindset or skillset. 
A BDO that understands the AE’s 
role and isn’t solely concerned with 
his commission can be a valuable 

to have a relationship or Not to have 
a relationship? that is the Question!
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tool in the toolbox, which leads me 
to my next concern, the disruption.

The BDO doesn’t have to be disrup-
tive. If he or she is aware of the 
processes and understands the 
relevance of these processes, they 
don’t become disruptive. When a 
BDO is hired, his territory is defined; 
he is given a specific calling list, and 
told what the parameters of a deal 
should look like. Oftentimes, they 
don’t get educated on what goes on 
after a prospect becomes a client. 
I have always felt that I benefited 
greatly from knowing the internal 
processes of Vertex before I ever 
started selling. If the BDO’s haven’t 
had time to sit with the AE’s, I 
encourage you to let them. An AE’s 
job is not easy. The BDO needs to 
understand what goes on so that 
when a client calls and asks, they can 
explain the nuances of not getting 
NOA’s returned timely, verifications 
not being responded to timely, or 
reserves being held due to past-due 

payments. These are all things that 
a BDO should address in the initial 
meeting; however, it often gets 
overshadowed by the prospect’s 
need for money. With the internet, 
more often than not, a client never 
meets the AE that is handling their 
account, and therefore, the informa-
tion that the BDO garners from the 
prospect as to their current financial 
issues, as well as other concerns, are 
key to the ongoing process. If they 
have never used a factor or if they 
are currently in a bank relationship, 
they may be nervous about what to 
expect from the factoring process. 
What better way to bridge the gap? 

And the final four – not basketball, 
HA! If the BDO has been a part of 
1,2, and 3…why would they ever 
leave? They have created a safe 
place for your client. As we all know 
from experience, people don’t like 
change. If they don’t have a good 
reason to leave, why would they? Of 
course, you can always put things 

in the contract that keeps them 
from leaving. I’ve seen some of 
those things in my career (scary). 
Anyway, most of us have learned 
through the years how to prohibit 
former employees from attempting 
to take business from us when they 
are terminated or they leave on 
their own. In our hiring practices 
for BDO’s, we would never consider 
hiring anyone that said that they 
would bring clients with them. 

In summation, a BDO’s time with 
a current client can bring value 
by helping to interface client to 
home office and not interfere with 
active prospecting. It isn’t just the 
AE’s responsibility to know and 
understand the nuances of every 
client they manage. BDO’s need 
to understand and value what the 
AE’s responsibility is and vice versa. 
And above all else if 1,2, and 3 are 
accomplished, why would anyone 
want to leave a very fine-tuned 
organization? •
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