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“The fast track to debt-free financing”
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Financial market crisisFinancial market crisis

Sub-prime

Credit &
Liquidity

Wall Street

Consumer
confidence

Recession

Bank failures
& Takeovers

Bailouts
$700B
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Traditional Business FinancingTraditional Business Financing
will be more challengingwill be more challenging

 Fewer institutional Fewer institutional fundingsfundings
 Unsecured loans will Unsecured loans will ““disappeardisappear””
 Personal and business credit will be highly Personal and business credit will be highly 

scrutinizedscrutinized
 Even more collateral will be requiredEven more collateral will be required
 Higher downHigher down--paymentspayments
 Slower funding decisions (Banks, VCs)Slower funding decisions (Banks, VCs)
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Traditional FinancingTraditional Financing

DEBT EQUITY

Money borrowed
based on a promise 
to repay over time 
with interest

Money exchanged for 
shares of business 
ownership and an 
expected liquidation 
event
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Traditional Financing SourcesTraditional Financing Sources

 Friends and FamilyFriends and Family
 Credit CardsCredit Cards
 Banks, SBABanks, SBA
 Credit UnionsCredit Unions
 Government Government 

programsprograms

 Friends and FamilyFriends and Family
 Private investorsPrivate investors
 Strategic partnersStrategic partners
 Angel investor Angel investor 

groupsgroups
 Venture capitalVenture capital

DEBT EQUITY
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Traditional Financing QualifiersTraditional Financing Qualifiers

DEBT EQUITY

 Possible loss of controlling Possible loss of controlling 
interestinterest

 Repayment based on % Repayment based on % 
profits or projected profits or projected 
liquidity eventliquidity event

 Shareholders are active in Shareholders are active in 
businesses successbusinesses success

 Investors assume main Investors assume main 
financing risk, not ownersfinancing risk, not owners

 Personal asset guarantees Personal asset guarantees 
requiredrequired

 Repayment based on cash Repayment based on cash 
flow Debt servicingflow Debt servicing

 Business track record : Business track record : 
2yrs+2yrs+

 FICO >660FICO >660
 Retain control and Retain control and 

ownershipownership

Collateral & ability to repay Ability to grow and show 10x ROI
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Business Funding CycleBusiness Funding Cycle

BANKS
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Business Growth ChallengesBusiness Growth Challenges

 Meeting payrollMeeting payroll
 Pay vendorsPay vendors
 SlowSlow--paying customerspaying customers
 Turned down for Bank loanTurned down for Bank loan
 Expensive capital goodsExpensive capital goods
 Land acquisition, expansionLand acquisition, expansion
 Significant contracts and new ordersSignificant contracts and new orders

Expenses

Cash Flow

Collateral

Capitalization

GROWTH!
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Business Funding CycleBusiness Funding Cycle
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Alternative FundingAlternative Funding

ALTERNATIVE

DEBT EQUITY

Collateral & ability to repay Ability to grow and show 10x ROI

Ability of your CUSTOMER to repay!

Money advanced on the 
purchase of paper assets -
accounts receivable invoices, 
purchase orders, contracts
at a discount (fee)
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Alternative FundingAlternative Funding

 Personal guarantees not always requiredPersonal guarantees not always required
 Business track record : Startup +Business track record : Startup +
 Repayment based on Repayment based on DebtorDebtor paymentspayments
 Customer credit evaluatedCustomer credit evaluated
 Retain control and ownershipRetain control and ownership
 NO DEBTNO DEBT ON THE BOOKS!ON THE BOOKS!

ALTERNATIVE

DEBT EQUITY

Collateral & ability to repay Ability to grow and show 10x ROI

Ability of your CUSTOMER to repay!
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Alternative Funding ProgramsAlternative Funding Programs

 Business to Business (B2B)Business to Business (B2B)
–– Accts Receivables Financing & FactoringAccts Receivables Financing & Factoring
–– Purchase Order FundingPurchase Order Funding
–– Equipment LeasingEquipment Leasing
–– Vendor FastVendor Fast--PayPay

 Business to Government (B2G) Business to Government (B2G) incl. fed, state, localincl. fed, state, local

–– All B2B programs, plusAll B2B programs, plus
–– Contract fundingContract funding
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Alternative Funding ProgramsAlternative Funding Programs
 Business to ConsumerBusiness to Consumer

–– Credit Card Receivables FinancingCredit Card Receivables Financing
–– Merchant Cash AdvanceMerchant Cash Advance
–– Equipment LeasingEquipment Leasing
–– Consumer Installment Contract FundingConsumer Installment Contract Funding
 Health Club MembershipsHealth Club Memberships
 Training, EducationTraining, Education
 Big Ticket PurchasesBig Ticket Purchases
 Infomercial financing programsInfomercial financing programs
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Accounts Receivable FinancingAccounts Receivable Financing

 FactoringFactoring
–– Invoices purchased by Invoices purchased by 

funder for a 70funder for a 70--85% 85% cash cash 
advanceadvance followed by followed by 
residuals when invoice is residuals when invoice is 
paid, less discount feespaid, less discount fees

 A/R FinancingA/R Financing
–– Invoices pooled into a Invoices pooled into a 

revolving credit linerevolving credit line
which expands as the which expands as the 
business growsbusiness grows
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Factoring provides immediateFactoring provides immediate
working capital without debtworking capital without debt

COMPANY

FACTOR

INVOICE

$$$$ CUSTOMER

$$$$

PAYMENT$$$
ADVANCE

$
less 3% discount fee

RESIDUAL

INVOICE
COPY

DAY 1 INVOICE $ 1000

PAYMENTDAY 30 $ 1000

NET $  970

RESIDUALDAY 31 $  170

ADVANCEDAY 3 $  800

This is meant as a case example.
Rates are often lower.
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Financial Benefits of FactoringFinancial Benefits of Factoring

$  28,000 (14%)$  28,000 (14%)$    2,000 (2%)$    2,000 (2%)NET PROFITSNET PROFITS

$    4,000 (2%)$    4,000 (2%)N/AN/ACost of factoringCost of factoring

$  48,000 (24%)$  48,000 (24%)$  38,000 (38%)$  38,000 (38%)OVERHEADOVERHEAD

$  80,000 (40%)$  80,000 (40%)$  40,000 (40%)$  40,000 (40%)GROSS PROFITGROSS PROFIT

$120,000 (60%)$120,000 (60%)$  60,000 (60%)$  60,000 (60%)COGSCOGS

$200,000$200,000$100,000$100,000REVENUESREVENUES

WITHWITH
FACTORINGFACTORING

BEFOREBEFORE
FACTORINGFACTORING
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A/R Financing BenefitsA/R Financing Benefits

 Fast, easy to obtain Fast, easy to obtain (3(3--10days!)10days!)

 Unlimited, immediate working capital Unlimited, immediate working capital (48hr funding!)(48hr funding!)

 Stimulates cash flow, growth & new businessStimulates cash flow, growth & new business
 Increases production, sales & Increases production, sales & profitabilityprofitability
 Improves credit ratings and vendor loyaltyImproves credit ratings and vendor loyalty
 No debt or equity impact on Balance SheetNo debt or equity impact on Balance Sheet
 Mitigate fees using vendor discounts, timing on Mitigate fees using vendor discounts, timing on 

invoice submissionsinvoice submissions
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A/R Financing ConsiderationsA/R Financing Considerations

 When to useWhen to use
–– Fast growth/startupsFast growth/startups
–– Bank loan turnBank loan turn--downdown
–– Near LOC credit limitNear LOC credit limit
–– Cash flow challengesCash flow challenges
–– SlowSlow--paying customerspaying customers
–– Outsource collectionsOutsource collections
–– Facing tax lien Facing tax lien 

paymentspayments
–– Meet payrollMeet payroll

 Possible PitfallsPossible Pitfalls
–– Higher cost vs. banksHigher cost vs. banks
–– Your business conditionYour business condition
–– Fit business model, pricingFit business model, pricing
–– Choosing factor unwiselyChoosing factor unwisely

 Online (whoa!!)Online (whoa!!)
 Decision on fees aloneDecision on fees alone
 IndustryIndustry--specializedspecialized

–– Antiquated factoring Antiquated factoring 
””reputationreputation””
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Equipment LeasingEquipment Leasing
 100% off100% off--Balance Sheet financing Balance Sheet financing 

while conserving working capital while conserving working capital 
and preserving credit lines!and preserving credit lines!

 Equipment Equipment usageusage without the without the 
ownershipownership

 Flexible payment and Flexible payment and ““PUTPUT”” optionsoptions
 Tax deductible operational expenseTax deductible operational expense
 Fast, easy, quick approval (C/D)Fast, easy, quick approval (C/D)
 Avoid obsolescenceAvoid obsolescence

Rule of thumb 2:  “If it rolls, flies or floats, forget it!”

CASH, LOAN or LEASE?

Rule of thumb 1:  “If it appreciates, buy it, if it depreciates, sell it!”



11/5/200811/5/2008
Copyright 2008Copyright 2008

Diamond Rose FinancialDiamond Rose Financial

Vendor FastVendor Fast--PayPay
 Vendor Fast Pay Programs

– Pays your vendors in full immediately upon verification of 
invoice/requisition deliverables

– Allows you to pay vendor fast-pay funder in an extended 60-75 
day period!

– Funder creates your program at no cost to you!
 Benefits

– More profits, keep cash longer, increase IRR, pre-purchase 
additional inventory

– Eliminate vendor collections calls to AP dept
– Prompt payment attracts best Vendors
– Great corporate-vendor relations. Potential for great public 

relations. 
– No cost to you! (Program is opt-in and paid for with the 

prompt payment discounts offered by vendors)
Targeting ~$10M+ companies/institutions with >$100K/mo payables
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Other Alternative ProgramsOther Alternative Programs

 AssetAsset--based Loans (PPE, Inventory, IP, etc)based Loans (PPE, Inventory, IP, etc)
 Unsecured LoansUnsecured Loans
 Bridge LoansBridge Loans
 Sale leaseSale lease--backback
 Vendor financing programsVendor financing programs
 Debt ConsolidationDebt Consolidation
 Delinquent Debt Purchases (WriteDelinquent Debt Purchases (Write--Offs)Offs)
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Funding Strategy SummaryFunding Strategy Summary

++++++++++++++++++RELATIVE COSTSRELATIVE COSTS

Working 
capital 
without 

debt

NoNo

NoNo

NoNo

NoNo

NoNo

YesYes

No*No*

33--1010

YesYes

A/R A/R 
FactoringFactoring

Lowest 
cost, if 

available

YesYes

YesYes

YesYes

NoNo

NoNo

NoNo

YesYes

6060--180180

NoNo

Bank Bank 
LoanLoan

Costly.
Used for

expansion

YesYes

UsuallyUsually

NoNo

YesYes

YesYes

NoNo

YesYes

9090--180180

NoNo

Venture Venture 
CapitalCapital

Leverage 
equipment. 
Conserve 
capital.

NoNoOnOn--going monitoringgoing monitoring

UsuallyUsuallyRequire profitabilityRequire profitability

YesYesLimited to asset valueLimited to asset value

NoNoGive up controlGive up control

NoNoGive up equityGive up equity

NoNoFunding tied to salesFunding tied to sales

YesYesApproval based on clients creditApproval based on clients credit

1515--3030Days to FundDays to Fund

NoNoSimple ApplicationSimple Application

LeasingLeasing

* Funding is based on clients’ customer’s credit 
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RememberRemember……

 Every business Every business needsneeds money to money to makemake money!money!
 Growth businesses always need working capitalGrowth businesses always need working capital
 When the banks say When the banks say ““nono””, there is, there is……

Dave BeckerDave Becker
Principal & Business Funding ConsultantPrincipal & Business Funding Consultant

Diamond Rose FinancialDiamond Rose Financial

Alternative Business FundingAlternative Business Funding

Phone: 408-218-9207
E-Mail Address: dbecker@diamond-rose.com

Location: 1030 E. El Camino Real #235, Sunnyvale, CA 94087
Website: http://www.diamond-rose.com


