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1. How Unsecured Creditors Can Recover Attorneys' Fees

 It is not easy for an unsecured creditor to recover attorneys' fees and related costs in a bankruptcy case, but according to Robert Bassell, Goldstein & Bershad & Friend, P.C. (Southfield, Michigan), it can be done.

Here's how: The Bankruptcy Code authorizes the creditor's committee to employ attorneys at the expense of the estate (debtor).  However, whether the attorneys' fees will be paid entirely by the estate depends upon whether the costs are deemed reasonable and beneficial.  "What is reasonable is based on a lot of factors," says Bassell, "not to mention a gut hunch on the part of the judge as to whether someone is gouging the estate or being honest.”

While committees are appointed by a government watchdog--the Office of the United States Trustee--and are more easily able to recover costs, it is possible for an individual unsecured creditor to recover costs too.  However, this usually occurs when an attorney encourages and aids in the reorganization of the debtor.

Bassell explains: "One such circumstance might occur when a debtor is unable to get a plan confirmed and the creditor proposes a plan which will benefit the debtor and others involved in the Chapter 11.  There has to be a substantial contribution to the estate.  When there is, the estate should pay for it.  What it boils down to is this: If you want to be reimbursed for costs in a bankruptcy petition, it requires meticulous attention from the start.

2. Working with Customers in Financial Trouble

Those of us in the field of credit and collection are frequently confronted with two common and time-consuming problems: working with marginal accounts, and handling customers in financial trouble.  The issues that involve working with marginal accounts have been dealt with in various publications, so I would like to tackle the subject of working with customers in financial trouble. 

The first and most logical step is to have some sort of system that helps you recognize when customers may be in a financial predicament.  Of course, you could simply wait until you receive a Chapter 7 or Chapter 11 filing, but by then it would be too late to do anything about it.  On the other hand, if a customer's payments become increasingly slow, that is a good indication of the company being in trouble, but that also puts you in a kind of waiting game.  Instead, you need to develop systems that enable you to quickly recognize customers in financial trouble.  The sooner you know your customers are in a dilemma, the sooner you can begin working with them to help solve the situation and get their bills paid.

Let us look at some workable guidelines that can aid you in detecting some of these potential problems.

Types of Firms Most Likely to Develop Financial Problems:

(1) Small companies 

(2) Start-up companies 

(3) Declining companies 

(4) Rapid growth companies 

(5) Leveraged buyouts 

(6) Companies in transition (from entrepreneurship to management controlled)   

Danger Signs of Impeding Crises
(1) Consistently poor forecasting of sales, bookings, operating profits, etc. 

(2) Locked-in assets for receivables, inventories, plant capacity, etc. 

(3) Rising inventories 

(4) Increasing debt load 

(5) Under capitalization 

(6) Liquidity crunch (i.e., no cash to pay bills)
Now, once you have recognized that the situation exists, what course of action should you take?  If you are going to approach this in a positive fashion, you can tell the customer what you see and suggest some ways you can be of assistance.

For example, you may be able to give him or her some ideas on how to deal with a cash flow situation, particularly in relation to his or her own credit and collection procedures.  Or you may also suggest bringing in outside consultants.

One of the last things you may do, if creditor pressure is becoming substantial, is to suggest that the company have a meeting with their creditors so that they can begin to work things out and avoid the expense of a bankruptcy proceeding.

You always have the option of turning the matter over to a collection agency for collection; however, this should be done while they still have the opportunity of being effective, but not until the credit professional does his or her job.

Sometimes the credit professional does not have the time or the knowledge needed to handle very detailed and complicated situations, and that is where a consulting agency may be of assistance.

Basically, strive to always be on top of your accounts, particularly those in which you have substantial dollars invested, and watch for signs of financial problems.  If some should arise, go to work on them in a positive way and as quickly as possible.


3. Credit and Sales - Learn to Share

Credit and Sales are interrelated.  Each must work together with the other for the benefit of creating sales while minimizing loss.  If Credit and Sales work against each other as competitive entities, the company will miss out on opportunities to increase sales and improve collections.

What can credit managers do to improve teamwork with Sales?  The key is learning to share information and asking Sales to participate in the decision-making process.  Of course, the final decision on whether to take-on a new customer or on handling past-due accounts is always with the credit manager.  However, it is a good idea to get input from salespeople when making credit decisions.
Sharing credit information with salespeople will win their confidence, enhance the sale, and reduce risk.  For example, if a salesperson is planning to approach a new prospect, offer to run a credit check before the meeting.  A simple check allows the salesperson to determine what the possible credit limit could be or could give the salesperson insights into competitive products the prospect is buying.  Such information, used productively, can help the salesperson close a realistic deal.

When servicing established accounts, you should do more than just inform a salesperson when an account is past due.  Instead, warn the salesperson ahead of time if the account is heading for trouble.  This could encourage the rep to confront the customer and find out what is going on.  Customers are often more likely to be candid with a salesperson than they would to a credit manager.  Many customers perceive Sales as the "good guys"--people they can trust to help them get the product they need.  Customers might divulge troubles to salespeople early in the process so that creditors can settle the debt and keep the customer buying.

Always let salespeople know when their accounts are in good standing.  This may indicate customers deserve an increase in their credit line or some other "bonus" for the way they handle their accounts.  Oftentimes, this strategy promotes sales incentives, while motivating the sales person and creating good will.

Once Sales gets the idea that you are working not only to collect money, but also to improve sales, you may find salespeople more willing to come forward with valuable information.  Working together and sharing information will help credit and sales professionals build harmony and add to the bottom line.


4. Watch Out for the Premeditated Overbuy

It is every credit manager's nightmare - an account that appears creditworthy on paper makes a large order, accepts delivery, and then disappears without paying.  It has called an "overbuy" scam, and if you have ever been on the losing end, you know how frustrating it can feel. 

PROTECT YOURSELF 

Look for the following clues during your credit investigation to help avoid getting caught in an overbuy scam.
· The merchandise ordered is unrelated to the purchaser's line of business.  Sudden changes in product lines may indicate the need for additional information.  


· Dubious references.  All prospective customers list references they feel will give them a good review.  However, if you get rave reviews from listed references while the customer's bank or other sources have virtually no information, you should raise a red flag.  


· Inaccurate employment information.  Check the employment record of the people in charge of the prospective customer.  You may find that they list nonexistent or defunct businesses in their resumes.  Also, look out for the person who claims to be "only an employee" when in fact he or she is the principal owner of the business.  


· Uneven payment records.  If some suppliers are paid promptly while others are left hanging, you should question the creditworthiness of the prospective customer.  The company probably pays a few creditors on time so that it can be assured good references from these companies.  To make certain you are getting the full picture, ask for a large number of references or pull a trade report to get information from other suppliers.  


· Unreasonable sales practices.  If the company is buying more of your product than it could possibly use or sell according to its sales figures, or if its prices are unreasonably low, take a second look.


· Out-of-state purchasing.  If a small company in another state is ordering your product when it could get the same product locally, check the location of its other suppliers.  If the company seems to be buying from different suppliers in several states, you could be looking at a scam.  

· Month-to-month leasing.  If the prospective customer only leases its building and equipment on a month-to-month basis, beware.  Along with such arrangements, you may find a lack of assets and a staff made up mainly of temporary employees.  This could be a company set up to move out at a moment's notice.
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...
Benchmarking Survey Shows Collection Strategies Meeting and Exceeding Goals Despite Recession- Part 1
Collection Benchmarking Survey, Part 2 - Primary Collection Challenges or Obstacles
Benchmarking Survey Shows Collection Strategies Meeting and Exceeding Goals Despite Recession- Part 3 - Improving Collection Performance

UPCOMING INDUSTRY CREDIT GROUP MEETINGS

October 8 

Food Suppliers Industry Credit Group

Madison WI

Metals & Industrial Suppliers Credit Group

Brookfield WI
October 9

SE Electrical Suppliers Credit Group

Oconomowoc WI

October 12  
IL Wholesale Floral Suppliers Credit Group

Oakbrook IL   

October 13
Fine Paper/Graphic Arts Industry Credit Group

Brookfield WI 

October 14  

Food Service Supply Hospitality Industry Credit Group
Milwaukee WI

October 14  
Minnesota Electrical Product Suppliers

Brooklyn Park MN

Plumbing & Heating Industry Credit Group


Pewaukee WI
October 15
Building & Construction Materials Credit Group

Milwaukee WI

Construction Industries Credit Group

Appleton WI 
October 16

IL Fine Paper Industry Credit Group

Bloomingdale IL

October 27

WI/IL HVAC Industry Credit Group

Rockford IL
October 28

Western Electrical Suppliers Credit Group

Madison WI


EDUCATION EVENTS

October 8

THE FUNDAMENTALS OF INTERNATIONAL COLLECTIONS
Webinar

2009 CREDIT PROFESSIONAL’S CONFERENCE & EXPO – YOUR STATE CREDIT CONFERENCE
October 20 & 21

Sessions planned will highlight the best practices of companies headed in the right direction—despite the economic turmoil:
-          Innovate of Stagnate, the Opening General Session

-          Why Hasn’t The Attorney Recovered Our Money Yet?  The Anatomy of a Collection File Once Placed With a Law Firm

-          Why Are Women So Strange & Men So Weird?

-          Do You Know Where Your Supply Chain Is?  Trends & Issues For Buyers & Sellers in Today’s Turbulent Markets

-          Trends in Customer Disputes & Deductions

-          Credit Pros Got Talent—A Roundtable about What If’s and Now What’s

-          Sales Tax Exemption Governance

-          Effective Seller Remedies When Confronting a Financially Distressed Customer

-          Sales Tools For The Credit Department (Credit Insurance, Puts and Factoring)

-          Survival of the Fittest—A Crash Course For Those New To Credit & Collection Management

-          Closing General Session Keynote led by William Strauss, Federal Reserve Bank of Chicago

Save The Dates!  Click above for opportunities to get involved in your Annual Conference NOW!  
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Executive Committee:
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          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 
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Contact Us





Phone: 262/827-2880
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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











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


Tracy Anderson


		American Signal Corp


	Anne Fredrick


		Abbott Laboratories





NEW ASSOCIATION Representatives


Barbara Zebrowski


		Rockwell Automation


Amy Skaar


		Derco Aerospace


	Bob Wojtalewicz


		CT&I Corporation of Wisconsin


	Karen Ellis


		Pro-Build





NEW GROUP Members


International Credit Executives Group (ICE)


	Tracy Anderson


		American Signal Corp








NEW GROUP REPRESENTATIVES


International Credit Executives Group (ICE)


Amy Skaar


Derco Aerospace


Barbara Zebrowski


Rockwell Automation


METALS & INDUSTRIAL SUPPLIERS INDUSTRY CREDIT GROUP


	Bob Wojtalewicz


		CT&I Corporation of Wisconsin


BUILDING / CONSTRUCTION MATERIAL INDUSTRY CREDIT GROUP


Karen Ellis


		Pro-Build


�


Member News


Congratulations to Mike Bluske, from Baraboo Sysco, on completing the Ironman competition held in Madison, on September 13th.  The triathlon consisted of a 2.4-mile swim, 112 miles of bicycling, and a 26.2-mile run.  Congratulations on this fantastic accomplishment, Mike!  Way to go!





Barb Warwzyn, from Reinhart-Shawano, is the proud grandma of a precious new little granddaughter.  Macee Ann was born on September 16th, and was 3 lbs, 15 oz, 17 ¼” long.  Congratulations to Barb and her family!


�


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


This month’s topics…


How Unsecured Creditors Can Recover Attorneys' Fees


Working with Customers in Financial Trouble


Credit and Sales - Learn to Share


Watch Out for the Premeditated Overbuy


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�
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�HYPERLINK "http://www.wcacredit.org/WebInternationalCollections10082009.pdf"�� THE FUNDAMENTALS OF INTERNATIONAL COLLECTIONS �


Webinar ~ 10/8/09


10:00 CST





In a global world, a company cannot afford to keep isolated and local.  Yes, opportunities to increase the company’s market share and revenue await the bold.  Yet, the shrewd understand that the adage still holds true: “A sale is not a sale until the cash is in the bank.”  Join Eddy Sumar and WCA on October 8 to uncover the secret of success—the simple truths and the fundamentals—the ‘K’ and ‘R’ factors of International Collection.  You will gain insight into:  What the experts say — The issues — The obstacles — The aids — The facilitators — The K & R Factors — The 21 Cs — The ABCs of international collection — The wisdom of execution.  Click above to register today!


�


Focus on an Important Session at the 2009 Conference


� HYPERLINK "http://www.wcacredit.org/2009StateConference.pdf" ��HONING CREDIT & COLLECTION SKILLS YOU NEED NOW—SURVIVAL OF THE FITTEST�


For a variety of reasons, you are now handling credit and collection management responsibilities without having a lot of hands-on experience in either field.  You desperately need a crash course to allow you to effectively manage credit and/or collections.  During this two-part session, leaders will help you learn the basics and to survive in your new work world.  Here is a sampling of just of few topics we will discuss: 


Part I: CREDIT MANAGEMENT 


Procedures & Policy


Customer Review: Existing Customers & New Applications


Credit Analysis


Sales Involvement


Part II: COLLECTIONS MANAGEMENT


Developing Effective Collection Strategy & Getting Organized


Getting The $: Making The Call, Dealing With Delays & Nonpayment, Negotiations & Going Legal


Click above to register for this session being offered at the conference!




































































