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1. Do You Have Unclaimed Property in Your Accounts Receivable?

Cash strapped states are aggressively targeting unclaimed property collections as a significant source of revenue, and old receivable balances that have not been returned to customers are a favorite target. Depending on the state, a receivable balance becomes unclaimed after you have had no contact with the owner for three to five years. At that point you have a due diligence responsibility to attempt to contact the customer. If there is no response after 30 days, the balance must be turned over to the state.

Failure to comply can result in penalties and interest charges, not to mention the time, expense and aggravation of an audit through your financial records.

"Unclaimed property, which can amount to tens of billions of dollars, provides many states with the working capital that would otherwise have to be raised through taxes," said Noel E. Hall, Jr., principal and practice leader for the unclaimed and abandoned property service line at Ryan, a major tax services firm. "Today, both the largest companies and also smaller companies are increasingly being targeted for aggressive collections efforts."

When you identify an unclaimed receivable balance, he says, you should remove the item from the AR aging ledger, shift it to unclaimed property and hold it until it is time to report. If the state fiscal year ends June 30, as 80 percent are, it must be reported by November 1.

Send a letter to the customer at their last known address indicating that your books and records show an item of question, giving the date and amount and stating that if they fail to reply within 30 days, according to state law, you will be required to turn funds over to the state.

"At one time you could relax on this due diligence, but not anymore," says Hall. "The states are now aggressive in enforcing that rule. Unlike some other forms of unclaimed property, the receivables issue is very, very contentious because the burden of proof falls on the shoulders of the holder of the property to show that the item truly is not unclaimed."

Incorporated in Delaware? WATCH OUT!

A company incorporated in Delaware is particularly vulnerable, since the state has a look-back period going back to 1981. "No company that I'm aware of maintains detailed records going back to 1981," he continues, "so if you're identified as an audit target, this allows Delaware auditors to extrapolate an exposure number, which could run into the millions."

What he is most concerned about are those credit managers who routinely write off these items as income. Many, he says, still have that policy of small-balance write-offs today. The problem is that, with unclaimed property, there is no de minimis rule. Even if it is a penny, it is separate and still reportable to the state.

"A lot of companies take the position that they are not going to research any overages or underages at a certain threshold," he says. "It could be $50 or $1,000. That does not make these funds unclaimed property. It is just that you have made an executive decision that you are not going to research or do any work on it.

"Typically a company may have hundreds of transactions with a customer, and there may be underages and overages. The first thing you do to total them up to find a net balance. If that's a net credit balance, the state's position is that they're going to take possession of that money and hold it for the owner."

2. Secrets for Getting Financial Statements

When credit applications are submitted it is a good time to get financial statements. They provide critical insights about customer creditworthiness. However, they are often difficult to obtain. While a majority of Credit Today  readers do ask for financial statements, only one out of five say they are aggressive about obtaining them. One out of seven don't even ask for financials as part of their credit application process." 

The problem is that most potential customers know they can get credit without providing financial details in many, if not most, situations. James Albert, senior credit manager at Gensco, Inc. (Vancouver, WA ), provides a good example of marketplace tendencies when he observes that it is not common practice in the HVAC and Plumbing Wholesalers industry to ask for tax returns and financial statements even from customers wanting large amounts of unsecured credit. "Most of our competitors don't ask for financials. They believe using construction lien laws is more effective than understanding whether the customer is profitable and capitalized," he concludes. 

Nonetheless, those that make an extra effort to obtain financials generally feel the effort is worth the reward. Here are some of the ways they leverage the data from applicants
Personal Contact and Specific Questions 

"If we cannot get financial statements, we attempt to reach out to the principals of the company to discuss specific questions concerning liquidity (line of credit, expiration date, covenants) and sales/ profit trends." - Linda Morich, Corporate Credit Manager, U.S. Corrugated, Inc. 

Sign a Non-Disclosure Agreement (NDA)

"Getting the audited financial statements is not an easy process, and it takes a long time to get them if we ever do. We tell the prospective customer that we can sign a Confidentiality Agreement if that makes them feel more comfortable about releasing the financials." - Minnie Morrison, Credit Manager, CompuCon Systems, Inc. 

Refuse Open Credit

"Financial statements are a requirement for all credit limits above $25K. Although some customers challenge this requirement, the alternative of payment in advance terms normally helps them see the light." - Dan Clayton, Director, Credit and Collections, NetScout Systems, Inc. 

There is also a tendency among the larger firms in terms of revenue and AR outstanding to put more reliance on obtaining financial statements. This tendency also applied to departments with at least five people on staff, but it was less pronounced. Interestingly, the number of customers or invoice volumes showed seemed to have little, if any, effect on attitudes toward financial statements. The key findings were: 

· Only one percent of firms with revenue over $500 million and two percent with AR balances in excess of $50 million do not ask for financial statements from any applicants verses 14 percent for all companies. Correspondingly, smaller firms were more likely to forego financial statements altogether. 

· Firms with AR Balances in excess of $50 million are more likely to claim they work hard to obtain financial statement than their smaller counterparts (23 to 14%). 

· Large firms are much more likely to ask for financial statements above a specified threshold. We suspect this tendency might have something to do with resources. In addition, SOX compliance issues probably provide a catalyst for public companies to have more aggressive, standardized policies for obtaining customer financial statements. 

Conclusion

Whatever the corporate circumstances, the value of your credit application-- the form it takes and the approval processes associated with it--remains subservient to the competence of your credit staff. Without credit pros, credit applications have little value. It is therefore up to you to maximize the value of your credit applications. 


3. Making Accounts Payable Feel Appreciated

In many companies, accounts payable people feel estranged, contends one veteran credit manager we know. "They work hard, and they're rarely given any appreciation by their employers. So they have the potential to bond more closely with suppliers that they talk to every day and that seem to care more about them than their own companies do!" 

This may or may not square with your experience. Either way, her observations and advice are worth pondering. She has found that, eventually, A/P clerks who have bonded with appreciative suppliers begin to divulge information to these suppliers--information that not all suppliers receive. 

"Most people like to do their jobs and do them well," she explains. "However, when they're forced to follow payment policies they don't believe in, they sometimes want to rebel against their employers. They want to help the suppliers." 

How does she get A/P clerks to feel so appreciative? By taking these steps: 

· Being genuinely and sincerely interested in getting to know them. "We get on a first-name basis with the accounts payable people," she says. "We get to know all about them, their families, and their interests." 

· Being thoughtful and fair. "We try not to cause them any more problems than they already have," she continues. That is, rather than call and berate or threaten accounts payable clerks (who are usually hamstrung by their own companies' payment policies anyway), she tries to understand their positions. By getting the clerks to talk openly, she finds that they may say something like, "We're six months behind, I have no help at all, and all our customers are calling and complaining to me. We support them and show that we understand what they're going through," she says. The company's collectors have no "scripts" to follow. They are free to communicate on a person-to-person basis. "We're really interested in what happens to clerks," she says. For example, when she calls and finds an A/P clerk is out sick, she will either fax a note or call the next day to see how the person is doing. "Their own companies often don't care that they were sick," she says, "but we do." 

· Showing appreciation: She also makes an effort to show her appreciation to A/P people whenever the opportunity arises. She thanks them for getting payments out, for looking out for her interests, and for investigating problems that might arise. "People like to be appreciated," she explains. "In many cases, employers don't do this with their people, so we do it. Often, the "thank you" takes place over the phone. Just as often, it is in the form of a short thank-you note. It may read something like, 'Thank you. Every time I call you, you take care of my account. We appreciate so much your efforts."
It is also not uncommon for her to send thank-you notes to supervisors, complimenting them on their clerks. Certainly, she does not single out clerks in a way that makes their colleagues look bad: 'We got the runaround from everyone else in your department, but this employee got us paid.' Rather, the notes are generic in nature: 'What a great employee you have! She can always answer my questions.' 

4. Steps to Protect Your Company From a Bustout
You always have to be wary of the customer that sets up a seemingly legitimate business simply to "bust out"--taking goods and disappearing without paying. Here are some specific steps you can take to protect your company from a bustout. 

· Know your salespeople and their performance. In credit, you typically know which sales reps are go-getters and which are not. Either way, that understanding can be helpful in assessing what kind of orders are coming through them. When you receive orders from new customers, identify the salespeople involved. Orders from salespeople whose track records are poor in terms of overall sales performance should be scrutinized carefully. On the other hand, the go-getters are sometimes known to submit anything they possibly can, so that is something to keep in mind as well.

· Get to know the salespeople personally. Your sales reps can be your "eyes and ears" in the market place and help you if you develop a good working relationship with them and explain what your concerns are about potentially fraudulent accounts. Even though they are paid to sell, most genuinely have your company's overall interest at heart. They will be straightforward if you ask the proper questions. In addition, most will know that an account is bogus, again, if you ask. 

· Seek more information. If, upon conducting a credit investigation on a new customer, you are not completely satisfied, have the courage to seek further information or ask for some form of security. You may even need to turn the order down. Be willing to "take the heat" for doing so. 

· Know your customer base. Certain products are generally sold to certain types of customers. If a customer is ordering a product that seems unusual for its business, get more information on the customer. In addition, conduct some investigation on the customer's customers. 

· Know the geographical preferences for your products. For example: If you typically ship "downtown," but you receive an order from "uptown," investigate further. Visit the site yourself, or ask the salesperson to do so. 

· Talk to accountants. If you find some inconsistencies in a credit agency report on the customer, try to contact the accountant whose name is provided with the report. In addition, contact the American Institute of CPAs to get the accountant's CPA license and phone number. Sometimes you will find a bogus or non-existent account. Other times you will find a real accountant who will shed more information. 

· Independently verify that the references a new customer provides are genuine. One way to do this is to get reports from a credit-reporting agency on the references themselves. Another is to visit the references in person  and now with easy search engine access that is a great way to verify the references. 
· Do not waste time. If a bustout customer somehow slips through all of these steps and you become suspicious after the order has been shipped, call immediately. Do not wait until the end of collection terms to place a call. At least you can get a jump on the problem and prevent future orders from being shipped.

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

Collection Automation Drives Performance Gains- Part Two - Reader Responses on Improvements, Monitoring, Automation Tools, Organizational Changes and More...

Credit App Processing- Inordinate Tension and Challenges

The primary challenges faced in credit application processing and what credit departments are doing to address those challenges

There are many good reasons why some credit execs do NOT require a completed credit app.

From our Benchmarking Survey: Checklists of 100 Items You Can Include on Your Credit App

Benchmarking Credit Apps- Three Ways to Upgrade Yours

UPCOMING INDUSTRY CREDIT GROUP MEETINGS

July 8

Food Suppliers Industry Credit Group

Windsor WI

Metals & Industrial Suppliers Credit Group

Brookfield, WI
July 9

SE Electrical Suppliers Credit Group

Milwaukee WI
July 13

Fine Paper/Graphic Arts Industry Credit Group

         Milwaukee, WI 

July 14

Plumbing & Heating Industry Credit Group


Waukesha WI
July 15

IL Wholesale Floral Suppliers Credit Group

Oak Brook IL 

Construction Industries Credit Group

Appleton WI
July 16   

IL Fine Paper Industry Credit Group

Burr Ridge IL 

July 20

Building & Construction Materials Credit Group

Milwaukee WI
July 21

Minnesota Electrical Product Suppliers Group

Brooklyn Park MN

Food Service Supply Hospitality Industry Credit Group
Milwaukee WI 

July 27

WI/IL HVAC Industry Credit Group

Rockford IL

Western Electrical Suppliers Credit Group

LIST ONLY



EDUCATION EVENTS

JUly 5

The Business Credit Management Association, Wisconsin Credit Association will be closed Monday, July 5 in observance of Independence Day.  The office will reopen for regular business hours, beginning at 7:30 am, on Tuesday, July 6th.
July 9
SUPERVISING YOUR COLLECTION COUNSEL: WORKING WITH CREDITOR’S COUNSEL TO OBTAIN & COLLECT JUDGMENTS AGAINST BUSINESSES
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

July 20
“ELIMINATING THE MYSTIQUE OF A LETTER OF CREDIT”
At this full-day workshop, you will learn the “ins” and “outs” of letters of credit and the importance of being proactive in international trade. It is not a boring or bland seminar.

Check out our website for more upcoming events.









































































































2009-10 Board of Directors


Executive Committee:





Chairperson		


          Penny Keen 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


	Chris Sims


		Global Parts Distribution LLC


	Craig Simpkins


		Johnson Controls, Inc


	Brian Kraus


		American Signal Corp


	Craig Henley


		Nissens North America


	Nancy Gross


		Times Printing Company


NEW Group REPRESENTATIVES


International Credit Executives (ICE)


	Brian Kraus


		American Signal Corp


National RADIATOR, AIR Conditioning & Thermal Products Industry Credit Group


	Craig Henley


		Nissens North America


�


Member News!


Congratulations to Penny Conaty, Geo-Synthetics Inc GSI. She married Brian Keen in the Formal Gardens at Frame Park in Waukesha on June 19; quiet and intimate ceremony with just family and a few friends. No honeymoon yet; probably some time in the fall. Congratulations Penny Keen!





�


EXPERIENCED TEMPORARY CREDIT PEOPLE�


WCA has an active temporary employment business that provides skilled candidates to our members for both long and short assignments.  Employees can perform specific responsibilities like managing deductions, specialized collections or establishing credit lines.  Our staff currently works full and part time from 40 hours a week, 5 days a month or 2 hours a day.  The employer controls their expenses and has a function handled by an experienced temporary employee.  





Feel free to visit our website- � HYPERLINK "http://www.wcacredit.org" ��www.wcacredit.org�, or contact us at the Association Office, 262.827.2880, for additional information. Or you can contact Linda Chernault, �HYPERLINK "mailto:lindac@wcacredit.org"��lindac@wcacredit.org�.





�


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





In This Issue 


BCMA/WCA Member Updates & News 


This month’s topics…


Do You Have Unclaimed Property in Your Accounts Receivable?


Secrets for Getting Financial Statements


Making Accounts Payable Feel Appreciated


Steps to Protect Your Company From a Bustout


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/WebJudgments07092010.pdf"�� SUPERVISING YOUR COLLECTION COUNSEL:  


WORKING WITH CREDITOR’S COUNSEL TO 


OBTAIN & COLLECT JUDGMENTS


 AGAINST BUSINESSES �


July 9 ONLINE


9:30 – 10:30 AM CST





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:


OUTLINE:


· Introduction and 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?


O Awarded Judgment or have a Judgment (from Small Claims Court)


· What is an Abstract of Judgment?


· What is an Execution?


· What is a Personal Property Levy?


· The Closing Letter and Q&A





Join us for an excellent speaker. HAROLD STOTLAND is a partner with the law firm of Teller, Levit & Silvertrust P.C. and concentrates his practice in the field of Creditors’ Rights. Click �HYPERLINK "http://www.wcacredit.org/WebJudgments07092010.pdf"��here� to register or for more information.


�


�HYPERLINK "http://www.wcacredit.org/Incoterms2010.pdf"�� Many of you have been waiting for this program…INCOTERMS 2010�


September 23, 2010





This session led by none other than Frank Reynolds in Brookfield WI. This is the International Chamber of Commerce’s (ICC) initiative. The ICC have contracted Frank to lead this session around the country to introduce the 2010 Incoterm Revisions, packed with changes that we understand will benefit the shipper. We will be helping Frank and the ICC to market this program and are happy to announce that Wisconsin is the first stop on the National tour of training.





This training is crucial. Please pass the announcement around to other functional areas of your company. The price is set by the ICC (not ICE or WCA), and will not be offered for lesser fees anywhere in the country. However, you will not want to miss learning about the new Incoterms revisions. Two publications will be included to all seminar attendees. Space is limited and will be handled on a first-come, first-served basis. Please let us know if you have any questions. 





To download a registration form, Click � HYPERLINK "http://www.wcacredit.org/Incoterms2010.pdf" ��here� and thank you!




































































