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1. Predicting Customers' Debt Loads

A few years ago Sealy and Simmons, the two biggest mattress manufacturers, were both cash machines when private equity firms acquired them. Today, Sealy is still doing fine, but Simmons has filed for Chapter 11. Their stories should be understood by anyone selling to bought-out companies. 

Sealy was managed gently by new owner Kohlberg Kravis Roberts (KKR). While KKR paid itself $300 million from the sales of shares, about half of the money was used to pay down Sealy debt. In contrast, Thomas H. Lee Partners had Simmons issue debt, with roughly $375 million going to the private equity firm with "no direct benefits to the mattress company," according to Moody's. And while Sealy's debt-to-earnings ratio is now six, Simmons, at the time of its bankruptcy filing, had soared to 12. 

So, while we know that bought-out customers are going to be taking on debt, the questions are how much debt and where is this money going?

2. Invoice Accuracy and How to Ensure It

1. Check all order details against the customer's purchase order and/or sales agreement before shipping and invoicing. AP departments match their PO with the delivery receipt and the invoice you sent them. If there is not a three-way match, the invoice is not automatically approved. Similarly, reconciling transaction details with customer expectations will identify exceptions that are likely to result in an invoice discrepancy. If there is a mismatch, it is better to fix the situation before generating the invoice, as opposed to when the customer files a complaint or takes a payment deduction because the invoice they received has discrepancies. 

2. Don't expect your customers to reconcile changes reflected on your order. Acknowledgement with the details of their PO. While you may be able to win the day before a judge by holding the last document exchanged before shipment, the time you will spend enforcing your pricing and terms after the fact will be self-defeating. Customers that submit purchase orders that are at a variance with your pricing and terms need to be contacted directly so they do not keep sending purchase orders with these variances. When you and your customer share the same understanding of the selling arrangement, there should be not invoice discrepancies. 

3. Capture all order details in electronic formats. It is hard to reconcile to paper documents because paper that is moved from one place to another can be hard to track down. Electronic documents and images take much less time to reference, and they do not have to be re-filed when you are finished with them. Electronic documents also make it possible to automate the reconciliation process (see item #1 above). 

4. Provide all concerned parties with easy electronic access to all order details. Effective collaboration requires that everybody be literally on the same page. This is readily accomplished when everybody has online access to a complete set of transaction details. 

5. Identify and classify pre-invoice billing discrepancies by type in order to immediately route them into the appropriate discrepancy resolution process. Just as you would do with payment deductions, pre-invoice discrepancies need to be coded and then routed through a predetermined workflow process to ensure effective handling. Identification of discrepancy types also serves to document recurring problems and system weaknesses that need to be addressed. 

6. Before your company signs off on a customer's Vendor Compliance Manual (VCM), make sure you can meet all their specifications. Non-compliance can be costly, and will usually be reflected through customer charge backs and payment deductions. If there is anything in the VCM your company cannot do, or does not want to do, that needs to be addressed with the customer and changes made to the VCM. 

7. Make sure that all customer-pricing agreements are visible to both the order processing and billing staffs. Many, if not a most invoice discrepancies involve pricing. Sales people cannot be allowed to make off-schedule deals unless there is a mechanism for capturing such pricing exceptions. Complex pricing schedules can also be a problem unless they are embedded in an automated system, and even then care needs to be taken to avoid ambiguous situations. 

In addition, when an order is changed after being entered in the system, care needs to be taken that the change has not affected the pricing parameters.


3. Identify Your Weakest Links

Flowcharting your credit and collection processes will uncover both system weaknesses and opportunities to improve productivity. The next step is to list the challenges that can be overcome with a technology solution. 

As you examine your credit and collection processes, look for the weak links. Examples might be: 

· An inability to contact all past due accounts within your billing cycle 

· An inability to review the credit status of every customer on a yearly basis 

· An inability to post cash in a timely manner. Automation holds out the promise of both better quality and greater throughput. Therefore, you will need to be on the lookout for quality and cycle time issues. As a rule of thumb, anywhere you have a bottleneck; you will find a weak link. Items to look for include: 

· Do you get backed up by new account applications? 

· Are unresolved deductions clogging up your receivables? 

· Are most accounts held up in the order queue due to past-due balances or insufficient credit lines?


4. WHAT IS Your Balance-Per-Collector Ratio?
Drew Fischer, Corporate Credit Manager, Oriental Trading Company asked the Credit Today Forum members to share their balance-per-collector ratio. Here are some of the responses.

“We have two collectors, and we each have over 550 active accounts.”  -  Dawn Albrecht, Credit Representative, U.S. Music Corp. 

A good beginning point is 1,000 customers per collector. You then will have to look at specifics, depending on number of deductions, invoices, etc., 1,000 may be more than one collector can handle adequately.” -Chris Finch, Credit Manager, Sumitomo Electric Lightwave Corp. 

“Customer Service Managers (they do smaller balance collections only) each handle about 1200 accounts. Credit Managers (they comprehensively manage all aspects of risk within their portfolio) each handle about 150 accounts.” -Norma J. Fetherman, Chief Credit Officer, Allied Building Products Corp. 

“We have approximately 500 per credit manager. However, our credit managers have full responsibility for their accounts, including credit lines and analysis, collections, risk mitigation (filing notices, etc.), some deduction management and sales contact. In the current environment, we need to be much more hands on with most of our accounts, and they are usually stretched to the limit with the current workload.” - Rocky Thomas, CCE, V.P. Credit, CMH Space Flooring Products, Inc. 

“Our average is 333 per collector. We do look at the effort necessary to maintain the customer properly and balance the work load by collector accordingly.” - Paul D. Bernardoni, Robert Bosch LLC 

“We have approx 700-750 accounts per collector, but they aren't split evenly because some accounts require significant amounts of time. It's also balanced to align with their other responsibilities - cash application, discrepancies, order reviews, database maintenance, processing credit applications, etc.” - Deanna Marcroft, CBA, Credit Manager. Sierra Select Distributors, Inc. 

“We have 8 collectors with about 1,000 accounts each.” - Kay Gaede, Director of Credit, Penton Media, Inc.

To learn more about subscribing to Credit Today, check out their web site at www.credittoday.com

Survey Results- The Battle For Financial Statement Information
Teaming Up With Sales For Collections
Staff Benchmarking Survey- Three of Four Credit Departments Are Satisfied With Staffing Levels
Benchmarking Survey- Outsourcing Acceptance Grows Among Users- Part 1
Benchmarking Survey- Outsourcing Acceptance Grows Among Users- Part 2
Checklist- Major Online Seller's Top Seven Risk Factors of Fraud For Web-based Orders



UPCOMING INDUSTRY CREDIT GROUP MEETINGS

April 8

Food Suppliers Industry Credit Group

Sun Prairie WI
April 12

IL Wholesale Floral Suppliers Credit Group

Oakbrook IL   
April 13

Fine Paper/Graphic Arts Industry Credit Group

Milwaukee, WI
April 14

Plumbing & Heating Industry Credit Group

Waukesha WI
SE Electrical Suppliers Credit Group

Pewaukee WI
April 15

Construction Industries Credit Group

Appleton WI

April 16   

IL Fine Paper Industry Credit Group

Downers Grove IL
April 20

Building & Construction Materials Credit Group

Milwaukee WI
April 21
Minnesota Electrical Product Suppliers

Brooklyn Park MN

Food Service Supply Hospitality Industry Credit Group
Milwaukee WI
April 27   

WI/IL HVAC Industry Credit Group

Rockford IL

Western Electrical Suppliers Credit Group

Madison WI
Book of Reports Only
Metals & Industrial Suppliers Credit Group


EDUCATION EVENTS

April 12

DEALING WITH DIFFICULT PEOPLE
Webinar ~ To some extent, your success as a credit and collection professional depends on your ability to deal with difficulties. This program will give you the tools to build bridges and mend fences starting immediately! 

April 19
REVIEW OF THE BANKRUPTCY PROCESS & HOW TO FILE A BANKRUPTCY CLAIM
Webinar ~ A review of Chapters 7, 11 and 13 of the Bankruptcy Code with details discussing how it affects you and your company

April 22
WISCONSIN SALES & USE TAX UPDATES
Lunch & Learn IN Neenah WI
Effective October 2009 tax changes occurred when Streamlined Sales Tax became adopted in Wisconsin. You will learn about these changes and how to incorporate them into your processes for managing the sales tax exemption process. We will have an overview of sales tax, forms and procedures. We will learn how to prepare for a tax audit, what the auditors are looking for and what not to do…and more!

April 23
WORKING WITH CREDITOR'S COUNSEL TO OBTAIN & COLLECT JUDGMENTS
Webinar ~ The information learned in this session will be informative and useful, and offers a concise review for creditors, so that you will know what to expect when debt litigation occurs

Check out our website for more upcoming events.


Barry Elms ~ May


Association's Grief Relief Tournament ~ June


Credit Professionals Conference ~ October









































































































2009-10 Board of Directors


Executive Committee:





Chairperson		


          Penny Conaty CCP, CPC     


President		  


          Darryl Rowinski CCP, CPC     


Counselor		


          Adriana Sertich CCP, CPC


Director Emeritus	


          Wayne Crosby, CCP, CPC


Directors:


Abe WalkingBear Sanchez


Davy J. Tyburski 


Lyle Wallis


Rob Lawson


Steve Kailas, Esq. 


Seth Dizard, Esq.


Stu Sturzl, CCP, CPC 


JoAnne Aerts CBA, CCP, CPC


Barry Elms�


Contact Us





Phone: 262/827-2880


Web: www.wcacredit.org


 


Darryl Rowinski CCP, CPC X222


President & COO, 





Chrys Gregoire X221


Administrative Support





Dianna Rowinski X225


Groups (including ICE) Education





Linda Chernault X232


Employment Services 





Gail Venne, X223


Group Administrator





Lisa Schroeter X224	


Credit Reporting/Group Services/ Data Transmission





Lee Pearce, CCP, CPC X231


Recovery





Sandi Chojnacki, CCP, CPC X228


Recovery





Barbara Martin X227


Recovery





All email addresses are:


Firstnamelastinitial@wcacredit.org.


GOT AN IDEA?  ��Would you like to contribute to the BCMA Newsletter?  The most important part is your idea.  We can handle the polishing.  Just write to us at � HYPERLINK "mailto:BCMAEditor@CreditToday.net" �BCMA��HYPERLINK "mailto:BCMAEditor@CreditToday.net"��Editor@ CreditToday.net� with your idea!








 


NEW ASSOCIATION REPRESENTATIVES


Mary Jo Sieg


		Border States Electric MN Division


	Tricia Wipperfurth


		Hellenbrand Inc


	Kathy Stouff


		Perlick Corporation





NEW GROUP Members


International Credit Executives (ICE) Group 


Harriett Robinson


Fetco Corp





NEW GROUP REPRESENTATIVES


Minnesota Electrical Product Suppliers Credit Group


Mary Jo Sieg


Border States Electric MN Division


International Credit Executives (ICE) Group 


James Rennes


Schreiber Foods, Inc.


Food Service Supply hospitality Credit Group


	Tim Conway


		Reinhart Food Service -Oak Creek


�


Member News!


Congratulations to Bobbi Damrow, from Phillips Plastics Corp on earning her MBA.





Congratulations to Donna, from Indianhead Food Service, on her recent marriage to Paul, on March 6th.  They celebrated their special day in a small ceremony with family and close friends.  Our best wishes for many years of happiness!





Congratulations to Linda Allen, Schreiber Foods, Inc on her retirement this month.





Congratulations to Tim Conway, Reinhart Food Service on his recent promotion to Senior Credit Manager. Tim will now be responsible for the La Crosse and Oak Creek locations.


�


HOW DO YOU REPLACE A SKILLED PERSON WHO IS AWAY TEMPORARILY?


JUST CALL WCA! THE YES PROGRAM HAS MANY QUALIFIED CANDIDATES WITH BOTH DOMESTIC & INTERNATIONAL EXPERIENCE AVAILABLE FOR TEMPORARY OR PERMANENT EMPLOYMENT. CALL 262-827-2880 EXT 232 AND TALK TO LINDA FOR HELP WITH YOUR COMPANY'S EMPLOYMENT NEEDS.


�


Please contact � HYPERLINK "mailto:chrysg@wcacredit.org" ��Chrys� at WCA, 262.827.2880 X221 to Report Member News





In This Issue 


WCA Member Updates & News 


This month’s topics…


Predicting Customers' Debt Loads


Invoice Accuracy and How to Ensure It


Identify Your Weakest Links


What is Your Balance-Per-Collector Ratio?


Followed by�Industry Group Meetings�� HYPERLINK "http://www.foomp.com/" ����(Partners)


By clicking on First National Merchant Solution's logo, you will be leaving this web site.  Products and services accessed through this link are not provided or guaranteed by your Business Credit Management Association (BCMA).  First National Merchant Solutions may have a privacy policy that is different from your BCMA Affiliate.  Please review First National Merchant Solutions privacy policy.��BCMA Members��*� HYPERLINK "http://www.nacmkc.org/" �NACM Credit Services, Inc.� ��*� HYPERLINK "http://www.peacm.com/" �Pennsylvania Association of Credit Management�


*� HYPERLINK "http://www.wcacredit.org/" �Wisconsin Credit Association�





� HYPERLINK "http://www.wcacredit.org/LLSalesUseTaxWI2010.pdf" ��Wisconsin Sales & Use Tax�


APRIL 22 IN THE FOX VALLEY


PRESENTED BY: DORA SCHWEFEL





Effective October 2009 tax changes occurred when Streamlined Sales Tax became adopted in Wisconsin. You will learn about these changes & how to incorporate them into your processes for managing the sales tax exemption process. We will have an overview of sales tax, forms & procedures. We will learn how to prepare for a tax audit, what the auditors are looking for & what not to do…and more!  This will be the only time this year we will be hosting it.  Invite others from your company, your colleagues, peers & customers!


�


�HYPERLINK "http://www.wcacredit.org/events.shtml"��Important Webinars happening only in April�





April 12, 2010 – 9:00 to 10:00 AM CST


� HYPERLINK "http://www.wcacredit.org/WebDifficultPeople04122010.pdf" ��DEALING WITH DIFFICULT PEOPLE�


This program will cover:


     • Dealing with DIFFICULT Salespeople


     • Handling DIFFICULT Customers


     • DIFFICULT Managers & DIFFICULT Subordinates


     • Improving WORKING Relationships with Coworkers!


To some extent, your success as a credit & collection professional depends on your ability to deal with these issues. This program will give you the tools to build bridges & mend fences!





April 19, 2010 – 10:00 – 11:00 AM CST


� HYPERLINK "http://www.wcacredit.org/WebBankruptcyReview04192010.pdf" ��Review of the BANKRUPTCY PROCESS & how to file a BANKRUPTCY CLAIM�


A review of Chapters 7, 11 & 13 of the Bankruptcy Code with details discussing how it affects you & your company:�     • Bankruptcy Chapter outlines�     • How the Trustees affect you �     • The In’s & Out’s of Preferences�     • Involuntary Bankruptcy—the process�     • Establishing a System to Bankruptcy Filings�     • The basic recovery procedure—how to pursue claims!





April 23, 2010 – 9:00 to 10:00 AM CST


�HYPERLINK "http://www.wcacredit.org/WebJudgments04232010.pdf"��OBTAINING & COLLECTING JUDGMENTS AGAINST BUSINESSES �


The information in this session will be informative, useful, & offers a concise review for creditors, so that you will know what to expect when debt litigation occurs:


OUTLINE:


     • Introduction & overview


     • What happens in the course of a lawsuit?


     • What is a Pre-Judgment Attachment of Assets?


     • What if a suit is contested?


     • What happens on the day of the trial?


             Awarded/have Judgment (from Small Claims Court)


     • What is an Abstract of Judgment?




































































