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1. Credit Activity Monitoring

An effective credit department operates with a central mission statement ("vision"), surrounded by four activities: credit approval, billing, collections, and monitoring.  The goal of monitoring is two-fold: 

· Creating and conducting performance measurements. 

· Identifying areas of opportunity for improvement. 

Measuring Performance

Reflect for a moment on how you measure performance currently.  If you are like most credit managers, you focus on DSO and percentage of bad debt write-off.  If these are your measures, the message you are sending to your staff is risk management or risk avoidance.  Given these measures, it is a wonder that any customers ever are approved for credit.  

Other measures can send the wrong message to employees.  I once had a client, for example, who had a lot of money in the 90+-day column, causing serious cash-flow problems.  He told the collections staff: "You will receive a 3% bonus for all 90+ day accounts you collect.”  The collectors responded appropriately: They waited around until after the account reached the 90+ day column before they even started trying to collect!  Needless to say, the incentive program nearly buried the company.  Here are some effective ways to measure credit activity: 

· Credit approval.  Measure employees on how well they can find ways to make sales, not turn them down.  Encourage them to find ways to say yes. 

· Billing.  Measure employees on how well bills follow the TACU formula (Timely, Accurate, Complete, and Understandable). 

· Collections.  Measure employees on the percentage current their accounts receivable are and on how quickly they can spot potential losses (bad debt). 

Then, monitor performance. 

Dr. Don Rice of Texas A&M University contends that "employees respect what management inspects, not what management expects.”  It is important to create performance measurements for the other three credit activities (credit approval, billing, and collections) that support, rather than contradict, your core mission statement.  Someone must be responsible for "inspecting the expectations." 

Identifying Improvements

There are four ways to improve profits: 

1. "Cook" the books. 

2. Raise prices. 

3. Increase sales and control sales costs. 

4. Cut the cost of doing business. 

The fourth is an area that the credit department can become involved in.  Identify problems, then seek ways to avoid them in the future.  For example, identify systems problems that customers complain about as reasons for delinquency Then, redesign the processes to solve the problems permanently.

2. Why This Credit Exec Likes to Get Out of the Office

Get out of the office as often as possible and meet the people with whom you usually only interact by phone or mail - your salespeople and customers.  So advises Michael A. Bena, CCE, Credit Manager with Cascade Corporation (Portland, Oregon).

Salespeople.  While Bena talks with salespeople frequently over the phone, he also makes the effort to meet and spend time with them in person.  He does this when the salespeople visit corporate offices, when he travels in the field to visit customers, and at the sales department's annual meetings.

"The salespeople are my eyes and ears for what is going on with our customers throughout North and Central America," he explains.  "They provide me with all the information they have that might affect how we conduct business with them."  

During his visits, which he arranges through Cascade's salespeople, Bena tries to meet with four or five customer representatives, including the CFO, the controller, the accounts payable person, the sales manager or sales coordinator, and often the owner.  Cascade sells its attachments to forklift manufacturers and distributors, who, in turn, sell the equipment to end-users. 

Since the customers' sales departments process invoices, statements, and other paperwork that Bena sends, he tries to get them involved in the meetings, too.  Often, customers will arrange to have Bena visit their customers, giving him an even stronger understanding of the industry.  "When I can see the applications for our products," he explains "it adds to my depth of knowledge."

3. Eight Provisions to Strengthen An Installment Note

If you're setting up an installment payment note, here are eight provisions you can include to protect your interests: 

1. The note may provide for security to be furnished to guarantee payment.  A security agreement can be obtained on the customer's equipment, machinery, inventory, accounts receivable, or other assets.  On the other hand, the security agreement can be included in the installment note, so that the note itself becomes secured.  In either event, be certain a financing statement is filed in the proper place. 

2. If you believe the collateral inadequate, you may declare the note in default or require the debtor to furnish additional collateral. 

3. Interest can also be provided for in a promissory note.  You are entitled to interest for allowing the customer to repay the money over a period of time.  Interest at the legal rate is suggested. 

4. A provision may be included that in the event of a bankruptcy or if a receiver is appointed, or if any other event of bankruptcy or insolvency occurs, the debt will be considered in default and will be accelerated. 

5. The note may provide that any property of the debtor that comes into your possession may be offset against the debtor's indebtedness. 

6. A waiver of a jury trial may be included.  This could be important in major metropolitan areas where a commercial matter with jury trial may take several years to reach the calendar.  From a creditor's point of view, it is better to have a trial without a jury. 

7. A waiver of all notices that the debtor may be entitled to under the note or under any state law of the Uniform Commercial Code can be included so that the debtor cannot assert as a defense that a notice was not received. 

8. Sometimes a provision is included in a note that may be unenforceable.  The note can state that any provision that may prove unenforceable shall not affect the validity of any other provision. 

In some circumstances where a guarantor is involved, guarantors have alleged that the creditor must proceed first against the principal debtor and then against the guarantor.  Provisions permitting you (as creditor) to proceed immediately against the guarantor without proceeding against the primary debtor can be included.  When the guarantor is financially solvent, it may be more advisable to sue the guarantor than the debtor.  In most instances, you will start the suit against the debtor and the guarantor. 

If an installment payment note is to be used, the provisions outlined above should be prepared under the careful supervision and review of competent counsel.  The creativity of these provisions is limited only by your and your counsel's ingenuity. 

Thanks to by Arthur Winston, Attorney at Law for this analysis.  

Click here to download sample promissory note!


4. Speeding Up Collections

"Almost every credit manager has as a goal to collect balances owed quickly.  Most companies now use bank lockbox remittance processing services to reduce check float, limit handling costs, and give the company access to funds deposited as quickly as possible.  Almost every credit manager has a certain customer who does not mail checks to the remittance address.  Often, this customer sends payments to the corporate office.  This results in additional work and unnecessary delays.

"I recommend the following steps to correct the problem of misdirected payments:" 

· Do not ignore the fact that payment was sent to the wrong address.  Send a simple, low-key letter to every customer that sends payments to an incorrect remittance address, asking it to correct its records. 

· Keep track of the customers that have received these 'friendly reminder' notices. 

· Follow up with a telephone call if you have to send more than one letter.  Make sure the customer has corrected your company's remittance address in its accounts payable system. 

· If, after your letters and your telephone calls the customer continues to send payment to the wrong address, go 'up the ladder' as you would with any other collection-related problem until the matter is resolved. 

"Using these ideas will help maximize your company's working capital, speed up collections, and improve DSO."  

Michael Dennis, Director of Credit

To learn more about subscribing to Credit Today, check out their web site at http://www.credittoday.com/
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
Collection Automation Drives Performance Gains- Part Two
Collection Automation Drives Performance Gains- Part Two - Reader Responses on Improvements, Monitoring, Automation Tools, Organizational Changes and More...

UPCOMING INDUSTRY CREDIT GROUP MEETINGS

December 07

IL Wholesale Floral Suppliers Credit Group

Oakbrook IL   
December 8

Fine Paper/Graphic Arts Industry Credit Group

Milwaukee, WI
December 9

Plumbing & Heating Industry Credit Group

Pewaukee WI
December 10

Food Suppliers Industry Credit Group

Madison WI

Metals & Industrial Suppliers Credit Group

Brookfield WI
December 11

SE Electrical Suppliers Credit Group

Delafield WI

December 15

Building & Construction Materials Credit Group

Milwaukee WI

WI/IL HVAC Industry Credit Group

Rockford IL
December 16
Minnesota Electrical Product Suppliers

Brooklyn Park MN

Food Service Supply Hospitality Industry Credit Group
Milwaukee WI

December 17

Construction Industries Credit Group

Appleton WI
December 18   

IL Fine Paper Industry Credit Group

Oakbrook IL
December 22
Western Electrical Suppliers Credit Group

Madison WI

EDUCATION EVENTS

December 8

 STOLEN IDENTITY THEFT AND CREDIT REPAIR 
Webinar

December 24
WCA/BCMA OFFICE CLOSED 1/2 DAY

December 25
 WCA/BCMA OFFICE CLOSED 

December 31
WCA/BCMA OFFICE CLOSED 1/2 DAY
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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 Members


Maureen Reich


		Reich Tool & Design


	Mary Kay McGarrigle


		Brew City Promotions Inc


	Kelly Watry


		August Winter & Sons Inc


	Mary Kubly


		Frank Liquor





NEW GROUP Members


Minnesota Electrical Product Suppliers Credit Group


	James Sarkkinen


		Interstate Companies Inc


National Radiator, Air Conditioning & Thermal Products Industry Credit Group


	Chris Sims


		Global Parts Distribution LLC


Food Suppliers Industry Credit Group


	Mary Kubly


		Frank Liquor








NEW GROUP REPRESENTATIVES


Fine Paper Credit Group of Illinois


Phyllis Whitton


xpedx Division International Paper
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Member News!


Congratulations to Amie, from City Electric.  Her and Josh were married at a Golf Resort, on October 10th, in Candia, New Hampshire.  Our wishes for many happy years together!





Johnson Controls Inc., Glendale has received the 2009 Systems Integrator of the Year Award from Security Distributing Marketing magazine.





Generac Power Systems Inc., a manufacturer of standby and portable power generators, has been named the 2009 Waukesha County Business of the Year Executive Award Winner by Waukesha County





QPS Employment Group, Brookfield has received Voice Communication Awards for Company Web Site and direct mail piece from the American Staffing Association.





�


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…


Credit Activity Monitoring


Why This Credit Exec Likes to Get Out of the Office


Eight Provisions to Strengthen An Installment Note


Speeding Up Collections


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/WebIdentityTheft12082009.pdf" ��STOLEN IDENTITY THEFT AND CREDIT REPAIR!�


12/08/09


 Attend this proactive webinar and learn first hand how thieves (both domestic and international) are stealing the identity of innocent business owners and consumers.  Attendees will be introduced to some of the schemes that are currently being perpetrated and learn how to protect themselves and their clients’ identity (and related good “credit” name).  This webinar will also cover the basics of “business” fraud and show how identity theft is just one form of fraud!


 We will also cover the “real” world of credit including the facts of the “credit repair” cycle, the basics of credit management and business law, and bank “compliance issues” and how they relate to credit.  You will be introduced to how the FICO score is calculated, the use of “credit scoring:” for small businesses by banks and other financial institutions, and tips on how to help a person/business “improve” and manage their “credit life.” 


—Gain an understanding of how thieves are stealing the identity of innocent business owners and consumers.  


—Review the basics of traditional “business” fraud and learn ways to prevent identity theft.


—Be introduced to the “credit repair” cycle, credit management, and banking “credit” issues.


—Review the FICO score calculation; credit scoring, and how to improve an individual/businesses’ “credit life.”


�� HYPERLINK "http://www.wcacredit.org/WebCreditDecisions01122010.pdf" ��MAKING GREAT CREDIT DECISIONS?�


01/12/10


Before you can make a credit decision, you need to know about how your customer has set up their business.  This will help you understand how to proceed with the credit evaluation.


Creditor’s Interest in Legal Composition


The importance of the legal form of organization in credit decisions


Major features of sole proprietorships


Partnerships and their liability to creditors


The various forms of Corporations


Limited liability companies – LLC’s


Joint Ventures


How to manage subsidiaries of major corporations


�


Thank you for choosing BCMA/WCA as your Association!





December 24th - Closed at 12 (CST)


December 25th - Closed


December 31st - Closed at 12 (CST)


January 1st - Closed










































































