“Cash Flow is the Life Blood of all medical practices –
and the Liquidity Cycle is its Heart Beat!”

Introduction to Medical Factoring Guide

As our clients already know, when we work with you to increase your net cash flow and build
your liquidity strategy, we have a myriad of tools and products that can be utilized.
Factoring is one of the least risky, less expensive and flexible products

.

The first step at GPA Capital is to work with our client and their manager to perform a
Discovery and Needs Assessment because factoring is but one of the financial vehicles
available to you.

What you need to know about invoice funding (“factoring”)
In a perfect world, you operate your practice effectively and efficiently, consistently gain more customers and
earn more profits until your very wealthy retirement. Unfortunately, it’s just not that simple. Even in
efficiently run medical practices, finances can get tight and “ready access” to capital is needed. However, small
practice financing can be complicated.
Struggling to get a small practice loan, constantly managing Accounts Receivable and Accounts Payable, never
knowing exactly what your working capital will be (due to inconsistent cash flow from customers paying on
widely varying terms). This can really put a strain on your practice and cause you to spend less seeing patients
and more time chasing money.
Fortunately, there are better ways to manage your cash flow and your practice by utilizing your accounts
receivable (A/R). One of the best ways to simplify your small practice financing and A/R management efforts is
by factoring your invoices. Often called Accounts Receivable financing or invoice factoring, factoring allows
practice owners to turn their outstanding receivables into cash - quickly and securely.
This Introduction to Medical Factoring Guide was created for the provider wishing to learn what factoring is
and what types of practices benefit from factoring.

What Medical Specialties and Facilities Benefit from Factoring?

Any practice that carries accounts receivable and has an average collection period longer than
payable terms can benefit from factoring

Accounts Receivable Funding: Factoring Explained
Accounts receivable funding is an excellent source of capital for practices that are growing or experiencing a
temporary cash flow squeeze. Accounts Receivable funding, also known as “factoring,” is the sale of invoices
at a discount. It is a method of financing that is used by practices to raise capital quickly and improve cash flow
without going into debt.

How it works
When a practice sells a product or service to a customer, it creates an invoice. Typically, an invoice would
itemize the unit sold, the price and the terms of the sale. The invoice can either serve as a receipt if it shows
that payment has been received, or act as a bill if payment is due. That outstanding invoice is also known as an
Account Receivable. Instead of waiting to collect payment, a practice may elect to sell the invoice to a factor
and receive an immediate cash advance.

Typical Factoring Process
Each of our clients is unique, thus,
the flow chart to the right may
differ slightly on a case by case
basis. We adapt this flow process
to your specific needs.
Variables are revealed when we
perform our Liquidity Assessment
and Practice Discovery.
Variables include the amount of
charge backs, bad debts, slow
pays and customer demographics.
These are all considered as we
tailor a plan for you.
After that, you’re done! Submit
more invoices to factor and
continue the cash flow.

From Sporadic to Predictable
Factoring fills the money gap and creates a predictable and dependable source of cash. Instead of waiting on
payments from your customers for uncertain number of days, weeks and sometimes months, funds can be
made available immediately each time you invoice. This will make cash available to meet payroll, pay rent,
buy supplies and meet other operational needs.
The factor will wait to collect from your patient. When the invoice is paid, the factor will retain a sum equal to
the initial cash advance plus applicable fees. The balance is then refunded to you along with the account
statements. The exact factoring fee will depend on volume and time of payment.
With factoring, a practice owner might be able to
completely avoid loans and other financing options that
could restrict independence and the ability to operate
freely and efficiently.

Until recent decades, factoring was only available to large corporations that could meet the minimum
threshold required by major factors, many of which were wholly-owned by or subsidiaries of banks. Today,
factoring is available to small and medium-sized practices, because GPA Capital deals with a diverse group of
factors and brokers that require no minimums or maximums.

History
Factoring is grossly under-utilized by small practices primarily due to lack of understanding and the client’s
reliance on their local, regional or national bank. Like construction lending, most banks can only take your
deposits and lend money in a very traditional way. The truth is, however, factoring “is” a traditional way. It
started in Roman times and has evolved into a very fine financing technique for companies that are growing
rapidly or have other cash flow needs - but may not qualify or want conventional funding.
There are countless reasons why practices factor. For example, you may need and/or want:
Ú A continuous level of cash to give you the ability to operate in a timely and efficient manner
Ú An unlimited credit line that is directly related to sales
Ú An alternative to borrowing without encumbering other valuable assets
Ú To extend terms to your customers and make it easy for them to pay and encourage them to buy more
Ú Immediate access to your money rather than waiting on your customers to pay

Factoring Costs
Simply put, when the factor assesses your receivables and
assigns the risk of your average receivable, you are charged
from 1.5% to 2.5% per month. You collect 75% to 85% of the
face amount upon performing your service and the balance
due when the patient pays. Example: if the patient takes three
months to pay, you will pay (1.5% X 3 = 4.5%) of the face
amount.
To calculate the true cost to your business you also must take
into consideration of the “opportunity cost” that you are
Factoring is not just about fast payment . .
saving as you are able to take the cash you receive now and
.. it’s about growing your practice!
take advantage of your purchase discounts, Example would be
2/10 net 30 supply orders. Taking the 2% discount now and
paying the 4.5% for the liquidity of your 90 day receivable makes the overall cost an effective 2.5%. Calculated:
(3 MOS X 1.5% = 4.5%) – 2% trade discount = 2.5% true liquidity cost. You are now able to take your increased
cash flow and liquidity to reinvest in additional revenue sources.

Revenue Enhancements
At GPA Capital, as part of the Discovery and Analysis process you will be able to leverage a range of services
that you are currently referring to other physicians or acute care facilities. Bringing these “in-house”, utilizing
your current workflow, enhancing your patients’ experience and treatment plan, you will greatly increase your
cash flow. Debt free.

Getting Started
To begin a factoring relationship, you will:
v Submit an appointment request [Click Here]
v Submit documents to support your practice
registration, ownership, income & aging.
v If accepted, you will sign an agreement that
may include:
•

UCC filing statements

•

Tax information release forms

•

Other documents

In most cases, no term commitment is required
and your credit limit will be directly related to
sales. The process can take anywhere from 3 - 10
days to establish an account. After which funding
is often immediate, usually within 24 - 48 hours
of submitting an invoice, and doesn’t particularly
matter what state you are located in.

Requirements
A perfect credit rating is not required to establish a factoring account. The single most important requirement
to qualify for factoring is that you must be a registered practice and have accounts receivable due by creditworthy customers. It is the factor’s responsibility to verify your customer’s credit worthiness. You can qualify
whether you are a start-up or an already established and profitable practice with credit problems, and even if
you already have a loan or line of credit.

Types of Accounts
Factoring sources are very diverse and several approaches may be used. However, there are two major types
of factoring - recourse and non-recourse. Recourse factoring requires re-purchase guarantee by the seller who
is ultimately responsible for unpaid, disputed and fraudulent invoices. With non-recourse factoring the factor
assumes total risks provided the invoice is not disputed. Regardless of what type of factoring, all agreements
require a principal’s guarantee against committing fraud.
Operationally, there is also factoring with notification and non-notification. Factoring with notification is
where a seller's customer is notified by the factor and verifies the invoice. With non-notification factoring, the

seller's customer is not notified and may not be aware of the factoring relationship. Non-notification factoring
is largely available only through banks and institutionalized lenders who offset the non-disclosure by offering
only limited funding against receivables.
After an agreement is signed, a UCC-1 lien against all accounts receivable is filed. It is a blanket lien, and it is
like a lien on a house that is against the entire home and not just parts of it. Accounts receivable is simply
looked at as one of the assets of a practice.
Generally, most factors will gladly provide references and testimonials from satisfied clients. However, they do
so sparingly only to serious prospects and with the consent of their clients, so as not to violate confidentiality
agreements.

FACTORING MYTHS
The following are some of the prevailing misconceptions about
factoring:
MYTH: FACTORING IS ONLY SUITABLE FOR LARGE CORPORATIONS
OR PRACTICEES THAT ARE IN EXTREMELY BAD FINANCIAL
CONDITION.
FACT: It is true that factoring used to be the exclusive domain of
corporate giants. However, by sheer numbers alone, more small
practices than big corporations are factoring today. Almost any
practice can receive funding through factoring and the rates are
very competitive. Factoring is not just for companies experiencing
cash shortages. Most astute practice managers use it in long-term
planning and in conjunction with other revenue generation
methods. It is increasingly becoming part of many practices’
overall financial plans.
MYTH: FACTORS HOUND AND HARASS PATIENTS WITH COLLECTION CALLS, LETTERS AND NOTICES.
FACT: A factor's goal is to enable you to continue to practice medicine. Therefore, it is in a factor's best
interest to help you succeed. It would be horrible business for factors to intentionally offend and harass your
patients with collection calls. Additionally, without direct pressure, factors more often improve and enhance
the collection process.
Factors will sometimes call your patient’s, but only as a reminder, rather than to harass them. Factors are
more likely to successfully resolve payment issues in ways that would satisfy the patient than the practice
would on their own.
MYTH: FACTORING IS PROHIBITIVELY EXPENSIVE AND WOULD ABSORB ALL PROFIT MARGINS AND PUT YOU
OUT OF PRACTICE.
FACT: A generalized response given by a prospect that does not have complete details is that factoring is too
expensive. The cost of factoring is actually better when compared with many other financing options, but can
vary greatly depending on many conditions, not unlike bank loans.

SUMMARY
Most practices would prosper with better cash flow. However, it takes
more than just money to run a successful practice. How well you grow
your practice and your profit margin depends on several elements. It
requires knowledge of your practice, your skills and abilities and so on.
GPA Capital and our team of experts work with you together to
achieve your practice success.
Now that you have more information about factoring, we hope that
you are better equipped to make an informed decision about the
service. However, we are not engaged in rendering legal, accounting or
other professional services. If legal advice or other expert assistance is
required, you should seek the services of a competent professional.
The methods of operations and specific processes may vary from one factor to another. GPA Capital and its
principals have been supporting small and medium-sized practices seeking a better source of cash flow since
1977. If slow-paying customers are delaying your research and development, manufacturing, vendor
payments, payroll or other cash needs, we can help you get the cash you need.

As your financial partner, we will provide you with immediate working capital while assuming the timeconsuming task of collections. No “bugging” or harassment of your valuable customers is involved – just a
commitment to turn your outstanding invoices into ready cash to help you achieve your practice goals.
Contact us today to see how we can help your practice grow.

Contact Information
GPA Capital
www.gp-assoc.com
777-247-2776
info@gp-assoc.com

