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Invoice Factoring: The Ultimate Financial Hack for
Small Businesses

Invoice Factoring: Strengthening Business Cash Flow
 
Invoice factoring stands as a dynamic financial tool that enables businesses to enhance their
cash flow by selling their accounts receivable to a third-party financial institution, known as a
factor. Unlike traditional loans, invoice factoring allows companies to access immediate funds
based on their unpaid invoices.
 
Understanding Invoice Factoring:
 
1.Invoice Generation: Businesses generate invoices detailing transactions with their
customers, specifying payment terms and deadlines.
 
2.Engagement with Factor: The business engages with a factoring company to sell its
accounts receivable. An agreement is established, outlining terms, discount rates, and other
conditions.
 
3.Invoice Submission and Verification: The business submits invoices to the factor for
validation and approval.
 
4.Funds Disbursement: Upon approval, the factor provides an advance payment, typically 70-
90% of the total invoice value, to the business. This immediate cash infusion aids in meeting
financial obligations or investing in business growth.
 
5.Invoice Collection by the Factor: The factor assumes responsibility for collecting payments
directly from the customers. Once the customers settle their invoices, the factor releases the
remaining portion of the invoice value to the business, deducting a fee for the factoring
service.

Falcon is one of the leading P2P Invoice Discounting platforms in India where we connect
blue chip companies with investors. We aim to revolutionize the investment market in India by
creating a one-stop shop for all borrowers & investors with varied profiles and needs who can
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have access without any risk. Unlike banks and financial institutions Falcon increases
investor's yields by eliminating mediators like commercial banks, depository institutions etc

Benefits of Invoice Factoring:
 
1.Improved Cash Flow: Accessing funds from unpaid invoices accelerates cash flow, enabling
businesses to manage working capital and seize growth opportunities.
 
2.Outsourced Credit Management: The factor assumes the responsibility of collecting
payments, alleviating the business's burden of managing accounts receivable.
 
3.Flexible Financing: Invoice factoring provides a flexible financing option based on the
business's sales volume, unlike traditional loans linked to credit history.
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4.Quick Access to Funds: Factoring provides immediate liquidity without waiting for lengthy
approval processes associated with traditional financing.

Considerations with Invoice Factoring:
 

1. Costs and Fees: Factoring involves fees charged by the factor, impacting the overall
profitability of the transaction.

 
2.Customer Relationships: Involving a third party in the payment process might influence the
relationships between the business and its customers.


