
Technical Blueprint: How Real-Time Reconciliations Work for Merchant
Cash Advances (MCA)

Real-time reconciliations for MCAs leverage automated processes and financial integrations to
ensure repayment amounts adjust based on daily business revenue. This dynamic system
aligns payments with actual performance, ensuring flexibility and compliance.

1. System Components & Architecture

1.1 Financial System Integration

● Objective: Establish seamless connectivity between the business’s financial accounts
and the MCA provider.

● Key Components:
○ API Integration: The reconciliation platform integrates directly with business

banking systems, POS systems, or merchant accounts.
○ Data Sources: Daily receivables are monitored through connected accounts,

including credit card sales, bank deposits, or online payment gateways.
○ Data Security: Secure transmission protocols (e.g., SSL/TLS) ensure sensitive

financial data is protected during real-time monitoring.

1.2 Real-Time Data Processing

● Objective: Continuously track business performance to calculate and adjust MCA
repayments.

● Key Components:
○ Data Monitoring Engine: Captures daily transaction volumes and other financial

data such as cash flow and sales.
○ Revenue Calculation Algorithm: This algorithm calculates daily receivables and

compares it to the percentage specified in the MCA agreement.
○ Event-Driven Processing: Automated triggers based on thresholds (e.g.,

revenue fluctuations) initiate payment recalculations in real time.
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2. Dynamic Payment Adjustments

2.1 Payment Calculation Logic

● Goal: Adjust MCA payments daily based on actual revenue.
● Implementation:

○ Input: Daily revenue data captured through financial system integration.
○ Processing: The system calculates the percentage of daily receivables due,

using the contract-specified rate (e.g., 10% of daily sales).
○ Output: Generates dynamic payment amounts and sends instructions for

automatic debiting of the business account.

2.2 Automated Payment Processing

● Goal: Automate daily debits based on calculated amounts.
● Implementation:

○ API Calls: API integration with the business’s bank account to execute automatic
payment adjustments.

○ Real-Time Execution: Payments are adjusted in real-time and transferred
automatically, minimizing delays and manual intervention.

3. Monitoring and Compliance

3.1 Continuous Monitoring

● Goal: Ensure ongoing alignment with business receivables.
● Implementation:

○ Real-Time Dashboard: Provides visibility into daily sales and payment
adjustments.

○ Alert System: Automated notifications when there are significant deviations in
payment amounts, such as drops in revenue.

3.2 Reconciliation Process

● Objective: Ensure payment accuracy over time.
● Implementation:

○ Historical Data Review: The system can retroactively analyze past payments
and receivables to identify overpayments or underpayments.

○ Automated Reconciliation Requests: Businesses can trigger reconciliations or
audits directly within the system to ensure they have not overpaid in prior
periods.
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4. Protection Against Overpayment

4.1 Dynamic Refund Calculations

● Goal: Automatically reconcile overpaid amounts to avoid financial strain on the business.
● Implementation:

○ Overpayment Detection Algorithm: Identifies cases where MCA repayments
exceed the percentage of daily revenue.

○ Credit Adjustments: The system automatically credits overpaid amounts
towards future repayments or issues a refund to the business’s account.

5. Automation and Scalability

5.1 Scalable Architecture

● Objective: Ensure the system can handle multiple businesses and varying transaction
volumes.

● Key Components:
○ Cloud-Based Infrastructure: A cloud architecture ensures that the system can

handle fluctuations in data volume as businesses grow or shrink.
○ Real-Time Processing Engine: Capable of processing large volumes of

transactions in real time to maintain accurate reconciliation and payment
adjustment.

5.2 Automated Reporting

● Goal: Provide transparent, up-to-date reporting on MCA repayments and reconciliation
activities.

● Implementation:
○ Customizable Reports: Generates real-time reports on repayment status,

overpayments, and underpayments.
○ Automated Email Alerts: Sends regular updates to business owners on

reconciliation statuses and upcoming payment changes.

3.



6. Key Benefits

6.1 Financial Flexibility

● Real-time reconciliation ensures that businesses only pay based on actual revenue,
offering protection during periods of low sales.

6.2 Compliance with Contract Terms

● By dynamically adjusting payments, real-time reconciliation ensures full compliance with
MCA terms, preventing disputes or defaults due to overpayment.

6.3 Efficiency and Automation

● Automation removes the need for manual reconciliation, saving businesses time and
resources, and eliminating the risk of human error.

Conclusion

Real-time reconciliations provide an efficient, automated solution for managing MCA
repayments, ensuring alignment with business performance and preventing overpayment. By
automating payment adjustments, businesses gain financial flexibility, protect against usury
claims, and stay compliant with MCA contracts.

Ex: Fundkite :Learn How Real-Time Reconciliation Works
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