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Collection Tips and Tricks

Here are some ideas I think can help in the day-to-day activities of the average
credit department.

• Establish a collection schedule for your collectors dictating how soon and how
frequently past due customers should be contacted.

• Help limit payment delinquencies by updating every active customer's credit
file on a regular, predetermined schedule.

• If a customer requests a copy of an invoice or a Proof of Delivery or other
supporting documentation, fax it as quickly as possible.  Doing so
demonstrates that you are well organized and thorough – and unlikely to
forget or ignore the past due balance.

• Consider using a team-based collection approach in which everyone in the
department has individual collection targets as well as group or team targets.

• Pick up payments in person on occasion. Doing so sends several messages to
your customer, including these:  (1) You are not an average collector (2) You
take your work seriously (3) Failing to flag your account for more prompt
payment may result in more visits. Some customers that are willing to ignore
your calls and letters are not comfortable about face-to-face meetings with
creditors.



******************************************************************
******************************************************************
NEW DEVELOPMENTS IN EXPORT CREDIT INSURANCE

U.S. exporters are using export credit insurance more than ever before to help them
expand their international sales. Export credit insurance enables you to extend
competitive payment terms to your customers overseas while protecting your
foreign receivables against commercial and political nonpayment risk.

The export credit insurance market is evolving: More credit insurance companies
are coming on-stream with fresh underwriting capacity, policy structures are
becoming more flexible, and automation is making policies easier to use.

As one of the country’s most active specialty brokers, Meridian Financial Group
offers a complete range of policies from every insurer that writes export credit
insurance.  We help exporters to comply with policy requirements, minimize
paperwork, and get the greatest benefits from their coverage.

For more information, check out our website at www.meridianfinance.com, call us
on 310-260-2130 or send an email to gmendell@meridianfinance.com.

******************************************************************************

• Remind collectors to focus on the quality of collection calls placed and
completed, rather than on the quantity of calls completed.

• Require customers to promptly provide supporting documentation for
deductions taken.  If they refuse to do so, consider placing the account on
hold until the documentation is provided.

• Schedule follow up calls daily until you receive a commitment to clear a past
due balance.

• Set clear and challenging but achievable targets or goals for every collector.
Without goals, there is no objective way to measure individual performance.

• Sometimes a customer will claim the person who ordered merchandise did
not have the authority to do so.  One way to resolve the problem is to demand
the return of the merchandise. The customer cannot have it both ways.

Excerpted from “1001 Collection Tools, Tips and Techniques.”
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Questions and Answers

Question:  Can a salesperson bind our company to unacceptable terms by signing
the customer’s Purchase Order?  Our standard terms are net 30 and the salesperson
signed a quote that said that we would get paid for the goods we supplied to a
construction site when the general contractor [our customer] gets paid by the
building owner.

Answer:  I am not an attorney, so this is not legal advice.  I believe that if a
salesperson’s title is such that the buyer can reasonably assume the salesperson has
the authority to bind the company, then the Doctrine of Apparent Authority will
create a binding agreement in the scenario you have described.

Q.  We are in a cash crunch and management wants me to offer a discount of 1% to
our customers to encourage them to pay in 15 days.  Our standard terms are net 30
with no discount.  The terms I have been asked to ‘sell’ would be 1% 15 days, net 30
days.  What do you think?

A. In my opinion, a 1 percent discount is not likely to be a strong motivator for
customers to pay in 15 days.  In my experience, a discount of 2 percent or more is
often required to motivate customers.  In other words, a 2 percent discount is
enough of an incentive that it becomes the tipping point in favor of customers taking
advantage of a discount being offered for faster payment.  

Q.  Can I accept a stamped signature on a credit application or a personal
guarantee?

A.  This is a great question.  I am not an attorney and I cannot answer your question
authoritatively.  I have been told that anything that is intended as a signature is a
signature. I encourage you discuss this question with your attorney
http://www.lectlaw.com/def2/s047.htm .

Q.  Are sales made to Indian casinos in California taxable?

A.  This is another great question.  According to the State Board of Equalization’s
website, “Persons making sales for resale of tangible personal property to retailers
conducting business on an Indian reservation should obtain resale certificates from
their purchasers.”  For more information, please check the information available at
no charge on this official state website: http://www.boe.ca.gov/pdf/reg1616.pdf .

Q.  Can you explain an adverse opinion letter?



A.   An “adverse opinion” is issued by an independent auditor. An auditor issues an
adverse opinion letter when it discovers information during the audit that
demonstrates material noncompliance.

Q.  Can I accept a faxed copy of a personal guarantee?

A.  I think so. The federal Electronic Signatures in Global and National Commerce
Act, known as the E-Sign Act permits the use of electronic signatures, contracts and
records.  It seems to afford them the same validity as their handwritten and hard
copy counterparts. This federal law provides that a signature or a contract shall not
be denied legal effect or enforceability solely because it is in electronic form, and a
contract relating to such transactions shall not be deemed invalid or unenforceable
solely because an electronic signature or electronic record was used in its formation.

Q.  What exactly is a surety bond?

A.  As it is used in construction, a surety bond is an arrangement under which a
surety company assures the building owner that the contractor will complete the
contracted construction project and/or supply the capital equipment contracted for.
The building owner sometimes requires the contractor to obtain a surety bond as a
condition for awarding the contractor the contract.

Q.  What action should we take after placing a customer with a third party
collection agency?  Should we also continue to pressure the debtor for payment?

A.  I recommend that once a debtor is placed for collection that you discontinue all
collection efforts.  If the debtor contacts you, the most likely reason is that the
debtor thinks cutting a deal with you will be easier than continuing to deal with the
collection agency.

Q.  Can you reprint the job description for a collector?

A.  Yes.  Here it is:

I.        MAJOR RESPONSIBILITIES/ESSENTIAL FUCTIONS

A.        To identify when delinquent accounts need to be called based on their terms
of sale and call promptly once an account becomes past due.
B.        To follow up frequently for payment commitments.
C.        To provide detailed information in the on line credit notes.
D.        To handle all requests for documentation and to conduct all research
resulting from the morning calls in the afternoon.



E.        To reconcile at least one disputed account per day.
F.        To provide superior customer service to our internal and our external
customers.
G.        To inform sales representatives of significant changes in account status in a
timely and professional manner.
H.        To compile and submit information about problem accounts to the
Department Manager.
I.        To maintain good customer relations.

II.        OTHER FUNCTIONS

A.        To perform other tasks as assigned
B.        To work as a team with sales, customers, other departments and members of
this department to increase sales and accelerate cash inflows and reduce credit risk

III.        JOB SPECIFICATIONS

A.        Education:  Bachelor's Degree preferred.

B.        Experience:  Minimum of three years of experience in collections.

C.        Skills/Characteristics necessary to perform essential functions:  

1.        Excellent verbal and written communication skill.
2.        Exceptional interpersonal and negotiation skills.
3.        Problem solving skills.

D.        Performance Expectations:

1.        You must follow the instructions given by your manager.  
2.        You must respond to written inquiries from your manager within one
business day.
3.        The telephone needs to be your primary collection tool – not emails, letters,
faxes, etc.
4.        You are expected to be on the telephone no less than two hours a day.
5.        Focus on speaking to a decision maker. Leaving voice mails is ineffective.  
6.        Do not place accounts for collection without prior written approval.
7.        Do not place accounts on credit hold without approval from your manager.
8.        Your goal is to call every delinquent customer by the time the account is
fifteen days past due.
9.        Follow up calls should be placed daily once a customer has been contacted.  
10.      When accounts payable tells you they cannot make a reasonable payment
commitment, ask to speak to their manager.  .



11.      You must get approval from your manager before agreeing to extended
payment plans, joint checks or any other unusual arrangement.
12.      Your goal is not to note customer promises, but to negotiate for better
commitments.  In other words, unless the customer offers immediate payment in
full, ask for a better commitment and expect to get it.
13.      Insubordination, both active and passive, will not be tolerated.
14.      You may not work overtime without prior approval.
15.      Be assertive, but not aggressive during collection calls with customer.

Q.  A customer contacted me to say they found they had missed taking a large
number of unearned cash discounts over the last twelve months and were
documenting the oversight and planned to take the deduction.  Assuming they are
correct, do you have any suggestions?

A.  One idea would be to respond that you plan to audit all deductions the customer
has taken in the last year and charge back and unearned cash discounts. This would
include any invoice for which payment was not received in the discount time period
irrespective of what grace period your company normally allows before charging
back unearned cash discounts.

Q.  Can you provide more information about the Miller Act?

A.  Sure.  The Miller Act requires both performance and payment bonds. It
provides protection to entities that provide material and labor to certain
government construction related contracts since creditors cannot file a mechanic’s
lien on most public projects.  If a supplier of labor or goods is not paid, it may bring
a lawsuit against the payment bond for any amount remaining unpaid.  It is
important to remember that notice must be given to the prime contractor within 90
days of the last date on which material or labor was furnished. Failing to file a
timely notice normally voids a creditor’s right to file suit against a Miller Act
Payment Bond which is one year from the date of the last furnishing of labor or
materials. The surety company is not liable for fraud or negligence on the part of
the general contractor. FYI, a creditor can find out if a Miller Act Payment Bond is
required by contacting the Contracting Officer on the project.
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Reader Comments

One reader wrote:  “One of your comments in the last Bulletin suggested that you
would be happy to take a post dated check to secure payment. I disagree. We don't
take post dated checks because if they bounce, we cannot go after the person signing
the check, criminally if they do not make the check good. The reason behind this is



that the "intent" of the person writing the check was that the money would be there
on the date the check is good. If the check is not postdated, the law will allow a
creditor to go after them criminally as well as civilly if they do not make good on the
check. That gives a little leverage in the collection of the check. That also brings up
another point that the person signing the check (even if just the bookkeeper and not
owner) is the person that is legally responsible to know how much is in that checking
account if they are the one signing the check. I have gone after and won several
cases where this was the case. Each state has different laws but all take the stand
that if post dated, the "intent" was not a felony.”

In response to the question and answer last month relating to whether the terms on
the buyer’s PO or the terms on the seller’s invoice control, one reader explained she
addressed this problem by generating a purchase order acknowledgement with the
following language:

“Except as otherwise agreed in a writing signed by Buyer and Nucor, the applicable
VENDOR NAME sales order acknowledgement, together with these terms and
conditions constitute the entire agreement between VENDOR NAME and Buyer
relating to the sale of such goods by VENDOR NAME.  Terms or conditions
contained in any document issued by Buyer that in any manner purport to alter,
modify, change, suspend, or add to any term or condition contained herein shall be
deemed excluded from such Buyer document and waived by Buyer. VENDOR
NAME Buyer expressly agree that VENDOR NAME may modify these terms and
conditions from time to time, and such modifications shall be binding upon Buyer.”
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Free White Papers

Essays on the following topics will be emailed to readers on request.  Please send
your request to me at mcdennis@coveringcredit.com

• How to Measure the Credit Department’s Performance
• Rules of Escheatment
• Spotting and Preventing Credit Fraud
• How to Dispute Bankruptcy Preferences
• What You Need to Know about Bankruptcy Reclamation
• Useful Financial Ratios for the Credit Department
• Pros and Cons of Credit Insurance
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Free Subscriptions



To receive a free copy of this Bulletin, please send the following information:
 
(1) The Name and Title of the person requesting the subscription and (2) Their
email address:
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To Unsubscribe

To unsubscribe, please simply send an email using UNSUBSCRIBE as the subject.
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Disclaimer                                                                                                                             

Nothing in this publication is intended as legal advice, or tax or accounting advice.
Nothing in this publication should be considered an alternative to seeking
professional legal or professional advice.  You are encouraged to use your judgment
in deciding which of the ideas to accept or adopt, and which to reject and ignore.

On Sale:  “The Credit and Collection Manager’s Concise Desk Reference” published
by the Institute of Credit Management and written by Michael C. Dennis.   This
book retails for $44.95 and is on sale for $19.95 including shipping and handling. 
For more information, or to order this book, please contact Michael Dennis at:
mcdennis@coveringcredit.com
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Upcoming Webinar

I will be teaching an online Webinar on October 19th titled Fundamentals of
Financial Statement Analysis.  For more information, please follow this link:
http://www.acacredit.com/Fundamental%20Financial%20Analysis%20Webinar%2
010-06.pdf .  A Webinar utilizes the internet to deliver a Web-based PowerPoint
presentation along with an interactive telephone conferencing feature making web
based training is a simple and cost effective way for credit managers and the entire
credit department to stay current on topics of interest to credit professionals.

/////////////////////////////////////////////////////////////////////////////////////////////////////////////////////////////////

To Advertise



For information about how to advertise in this newsletter, which is distributed to
more than 5,000 credit professionals, please contact Michael Dennis at:
mcdennis@coveringcredit.com


