
TURNING YOUR 
RECEIVABLES INTO CASH:
What’s the best option for my business? 
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Rapid growth, economic instability, innovation 
pressures and seasonality are just some of 
the reasons why companies suffer from a lack 
of access to working capital and cash flow 
deficiencies. And few businesses understand 
these circumstances more than those 
operating in global supply chain ecosystems. 
Pressure to provide customers with more 
value and more innovation at a lower cost has 
eroded margins. Simultaneously, large buyers 
within the supply chain are extending supplier 
payment terms out further and further, or 
simply paying late. 

The globalization of trade has also prompted 
the need for better cash flow across supply 
chain organizations. As companies expand 
into new markets, the need to access liquidity 
and optimize working capital (as well as 
minimize credit risks) has become more 
important.

Historically, companies have turned towards 
commercial lending to address this problem. 
Others have implemented factoring 
programs. Each of these tactics offers faster 
access to capital, but it comes at a price. 

This forces an important question (and 
challenge) facing today’s companies: 

Is there a better way to increase 
cash flow? To access more capital 
without the hefty fees? With 
accounts receivable finance – 
specifically selective receivables 
finance – the answer is yes. 

Accounts Receivable Finance 
– Know Your Options

Accounts receivable finance unlocks 
working capital trapped in the supply chain 
by allowing companies to sell their invoices 
to funding sources (typically large banks 
or other financial institutions) for cash. It’s 
an important lever used to minimize days 
sales outstanding (DSO) – a calculation 
used to estimate a company’s average 
collection period and accounts receivable 
management. 

As a company shortens its cash conversion 
cycle by reducing the time it takes to get 
paid, it releases working capital previously 
trapped in the supply chain. This “frees” 
cash flow and decreases the need to turn 
to more expensive and possibly restrictive 
methods to optimize working capital. 

Businesses face a lot of obstacles on the path to success.  
For some, it’s industry dynamics or internal politics. For others, 
it’s quality control of the product or service. But, the biggest 
obstacle – the one that most often stops business growth  
in its tracks – is something far more powerful and ubiquitous.  
It’s cash flow.
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Selective receivables finance:  Selective 
receivables finance allows companies to 
pick and choose which receivables to trade, 
and to secure funding for the full amount of 
each receivable. Financing rates are typically 
low. Unlike asset-based lending or traditional 
factoring which rely on a single source 
of funding, it involves multiple funders. 
Furthermore, and of critical importance, it 
occurs off the balance sheet and has no 
negative impact on debt ratios. 

Lower Risk, Higher Rewards with 
Selective Receivables Finance

Compared to other accounts receivable 
finance options, selective receivables 
finance delivers the biggest gains in cash 
flow efficiency with lower cost and risk. The 
reason? Flexibility and choice. 

Companies can choose which receivables 
to submit for early payment. Unlike asset-
based lending or traditional factoring, 
companies can choose which receivables 
to submit for early payment rather than 
offering up their entire book of receivables. 
Selective receivable finance is designed to 
target the top tier of customer invoices, 
which are typically higher amounts of 
outstanding cash, therefore representing 
greater sums of trapped working capital. 

Companies can choose when to participate 
based on their cash flow needs. A 
company’s working capital requirements 
aren’t static. This is especially true for 
seasonal businesses or during periods 
of economic volatility when cash flow 
efficiency varies quarterly or even monthly. 
Unlike the all-or-nothing approach used in 
asset-based lending, selective receivables 
finance allows companies to participate on 
an as-needed basis.

Companies aren’t stuck with a single funder 
– they have access to multiple sources of 
funding. Whereas most accounts receivable 
finance programs are funded by a single 
source, selective receivable finance gives 
companies the ability to incorporate 
multiple funders into a program. This allows 

Accounts receivable finance has a waterfall 
effect that extends straight to the bottom 
line. It lowers the weighted average cost of 
capital available to a company and reduces 
the average interest rate paid on financing 
(which, in turn, increases net income and 
net margin). Most importantly, accounts 
receivable finance offers companies more 
cash that can be used to fund growth-
centered business objectives – whether 
it’s funding innovation and competitive 
initiatives, upgrading infrastructure, 
expanding human capital, or reducing the 
risks of economic instability across industry 
or certain geographies. 

How can companies best take advantage of 
accounts receivable finance? The first step 
is choosing what kind of program to put 
in place. There are three primary options 
available: 

Asset-based lending:  This is a business line 
of credit secured by accounts receivable 
(or other balance-sheet assets such as 
inventory). As a traditional commercial 
lending approach, this type of program is 
familiar to most companies. However, asset-
based lending presents two key challenges. 
First, it’s an on-balance sheet instrument 
and can often come along with significant 
fees. Second, it’s an all-or-nothing approach 
that lacks flexibility. A line of credit is firmly 
established. Companies commit the majority 
of their receivables to the program and 
have no flexibility in which receivables are 
involved.

Traditional factoring:  In factoring, a business 
trades its accounts receivable with a funder. 
While the business is given immediate access 
to liquidity, it’s not given immediate access to 
the full amount of the receivable traded. For 
example, a company on average will receive 
early payment for 85 percent of the full 
invoice amount. Compared to asset-based 
lending, companies have more flexibility 
in choosing which receivables to trade but 
funder fees are typically much higher and 
credit lines are smaller. These transactions 
are also recorded on the company’s balance 
sheet.  
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multiple funding sources. It must provide 
a streamlined and automated way to 
trade invoices in real-time while meeting 
the requirements for “off balance sheet” 
transactions. This engine must also enable 
companies to easily pick and choose which 
invoices to submit for early payment.

Introducing PrimeRevenue’s Selective 
Receivables Finance Solution 

Accounts receivable finance is a 
sophisticated approach to cash flow 
optimization – but it doesn’t have to be 
complicated. PrimeRevenue’s selective 
receivables finance solution is a single 
platform that allows companies to sell their 
invoices for early payment well before the 
actual due date and, in most cases, without 
any involvement from or disclosure to their 
customers. 

A true sale of receivables, not factoring 
or a loan, it automatically handles all 
transactions across multiple customers and 
provides companies with additional cash 
flow in different countries and currencies. 
PrimeRevenue delivers a state-of-the-art 
selective receivables financing platform 
offering cross-border financing at highly 
attractive rates with up to 100 percent 
advanced payment of invoices available and 
backed by a multitude of bank and non-
bank funders. 

With PrimeRevenue, companies use one 
single platform to manage the entire 
process from invoice upload and sale 
through to maturing payments and 
collections. The entire receivables process 
can be managed and tracked through 
PrimeRevenue.

companies to commit customers to different 
funders and reduce the risks inherent in 
relying on one financial institution (including 
the inability for some to fully meet liquidity 
requirements). Given the uncertainties 
that exist in pockets of the global banking 
system and the worldwide span of customer 
relationships, this has become not just a 
benefit of selective receivables finance – but 
a requirement. A single funder may not cover 
all currencies or jurisdictions, especially as a 
growing number of financial institutions pull 
back from exposure to certain countries or 
types of lending. 

Companies can secure more competitive 
pricing. By incorporating multiple funding 
sources, selective receivables finance 
enhances price competition. Instead of price 
being based on the “average” credit rating of 
customers, or lowest-rated customers, more 
competitive pricing is available for those 
customers that carry a higher credit rating. 

The Power of Selective Receivables 
Finance? It Depends on the Platform

When considering selective receivables 
finance as a working capital optimization 
strategy, it’s important to note the role of an 
integrated bank platform. The benefits of 
a multi-funder, pick-and-choose approach 
are enormous – but so are the process and 
technological requirements that exist when 
dealing with multiple banks and multiple 
customers. 

Given these complex requirements, it’s 
alarming how many banks and their 
customers still rely on spreadsheets, email 
and other highly manual processes to run 
receivables finance programs. In these 
instances, the receivables finance program 
rarely achieves its full potential thanks to pure 
visibility, the very real risk of human error and 
process inefficiencies. 

To operate effectively and optimize its 
outcome, selective receivables finance 
requires the use of a single “engine” that 
integrates across the customer’s financial 
and supply chain operations and with 
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Cash fl ow matters.


