Profitable Credit Control

A Practical Guide For Small Businesses to Collestrifents
from Customers
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Credit Control

Overview

There’s an old business catch-phrase that “Cashfiding”. The truth of the matter
is that if a business pays its bills on time, bogsh’t effectively gather payments
from its customers, eventually it will starve ifsiel death. Even if payments are just
sloppily collected, businesses will incur more spstich as overdraft charges, that
could be completely avoided with effective credihtrol.

To fix this, businesses must have an effectiveitimg and credit control process in
place to make sure that customers are encouraged/tim full and on time. The key
elements we need to review and/or put in placedkenyour business excel at being
paid on time are as follows:

1. Accurate & timely invoicing. Measure the numbegakries or mistakes to
invoices to understand accuracy, and set a goaVtace on the day of
delivery.

2. Very clear terms and conditions that your custormederstand and make sure
that you communicate them well on your invoices.

3. Produce an aged debtors report as part of youit@eatrol system, showing
amounts owed by their age.

4. A credit control process for collecting overdue@auts that is fair, polite and
firm. This must be used systematically so thatslabe reigned in quickly.
Remember, the money they haven't paid you belomgeu for services and
products delivered — you've already paid for thémey have the benefit of
them and you deserve to be paid for it!

5. Monitor for repeat offenders and change their te&e®nditions to payment

in advance.

Other ideas you might want to consider include agldncentives for people who pay
early (like a small discount of, say, 1-3%), orrghiag a fair interest rate on overdue
accounts.

Work through the following sections to introducéeetive credit control into your
business.
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Accurate & Timely Invoicing

You can’t possibly get paid until some time afteuycustomers receive their
invoices. To quickly check how you're doing onstheanswer these questions and fix
any issues that are surfaced by your answers:

1.

At what point in your sales process do you curgemyoice them, and could it
be done sooner and more consistently?

Where are your terms of business stated and delgady state them to your
customers?

What proportion of your customers actually paysimithem?

How many of your customers have received goodssandces but not been
invoiced for them during the last 3-6 months?

How many incorrect invoices do you send out — mamypanies will not pay
an invoice if it's different to the quoted amountdyven 1 penny.
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Aged Debtors Report

The first step to getting paid is to know how mpewople owe you. The best way to

do this is to have a summary report showing howmsiowed and how old that debt
is. This example report summarises the positiomficctional business that could do
a lot better at handling credit control.

Overdue Period Amount Owed
Current Debt (<30 days) £7,500
30-59 Days £5,000
60-89 Days £2,200
90+ Days £6,350
Total Debtors Book £21,050
Total Overdue Debtors £13,55(

As a general principle, when you introduce a credittrol system into your business
it will retrain your customers to pay on time, syl see less and less in the overdue
parts of the report once you’ve got your processiisdy in place.

Produce your report electronically if possible aedew it every week while you are
getting the system into place in your businesgerhis, decide on a frequency for
reviewing your debtors book — a minimum of oncerpenth is vital for effective
control, although in many businesses every oneowteeks is better.

Credit Control Process

Often the reason that people don't collect debteasthey’re uncomfortable asking
for money. In truth, the money is owed to you luseayou’ve provided a service or
product already, so the money is yours and youioous shouldn’t be holding on to
your money. Be brave and be prepared to ask foresnthat belongs in your bank
account and not theirs!

Here’s an outline of the process | recommend y@ufoisencouraging customers to
pay on time.

1. Invoice them accurately & on time.

2. Confirm with your client that the goods or servitese been received and are
satisfactory. Unsatisfied clients are unlikel\ogood payers.

3. If your company deals in large amounts, call attery have received the
invoice and ask to confirm that all the details @vgrect. This must be done
within 5-10 days of invoice so that there is timecorrect the invoice before
the payment date is reached (see Script 1 — CheokisEServices & Invoice
Are All OK)

4. If you have habitual late payers, call them 5 dagfere payment is due to let
them know their account is imminently due (see@&i- Account AImost
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Due Script).

5. Overdue! As soon as you know a client hasn’t plagar bill on time, call to
ask when you can expect payment and insist thaiighwithin the next 3
working days (see Script 3 - Polite Late Paymerif) Ca

6. Overdue for 1 week! If payment is not received whgreed, send a letter
stating their account is overdue and that you wiikédthem to pay within 5
working days or their account will be put on “Stppt to contact you if other
arrangements are necessary (See Letter 1 — Ac@uantiue Letter). You
might want to send a statement of account to thetimsapoint too.

7. Overdue for 2 weeks! Send a letter explainingcihresequences of late
payment (Letter 2 — Consequences).

8. If they haven't paid within 2 weeks of overdue, démem a final warning
letter in week 3 (Letter 3 — Final Warning)

9. Finally send a letter informing them that theiradkstwill be handed to your
solicitor/debt collector, that their account is®ROP and all further orders
they place with you will be paid in full before yaull deliver.

10.Do as you say and involve your debt collection ageor solicitor to get
payment agreed.
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Phone Scripts

Script 1 — Check Goods/Services & Invoice Are AllO K

Good Morning/Afternoon <customer>, it's <your nanfeam <your business> here.

| just want to confirm that the <product/servicee have provided for you are all
OK?

Great thanks.

Oh, could I also ask you just to check throughitiveice please and confirm that it's
correct? | can get it reissued then so that teare’problems for you processing it.

Thanks, bye.

Script 2 — Account Almost Due Call

Good Morning/Afternoon <customer>, it's <your nanfezm <your business> here.
| just thought I'd call to let you know that youc@unt is due for paying this week &
we’d really appreciate your prompt payment. I'mrkiog now to encourage all

customers to pay within our standard terms andwsnggyou a bit of advance notice!

Have a great day & bye

Script 3 — Polite Late Payment Call

Good Morning/Afternoon <customer>, it's <your nanfeam <your business> here.
I’'m calling because payment on your account wastdday/yesterday and we’ve not
yet received payment. | wondered if you were hguany issues or challenges?

(if there is a problem with your product, deal witland stop chasing the money!)

<if there’s a problem with the customer’s abilitypay, agree staged payments over
a period or a fixed date that's within 14 days.>

OK, you do understand that our terms of businesstaictly <7,14,30 days>?
Would you mind confirming when you plan to pay yaacount please, so | can look
out for it?

<get the date from them and write it down>

Thanks & have a great day, bye
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Letters

Letter 1 — Overdue 1 Week (version A)

Dear <name>

I'd like to ask for your help please. This mayrse little unusual, but it appears that
we’ve not yet received payment for your accountecimg <invoice number(s), job
description or amount etc as appropriate>.

This means that we've paid suppliers for produnts services that were included
within your order and we’ve somehow got to pay eluss too. This is very tricky
when we’ve not been paid by our customers.

This is where you can help me. Please send ustdleof your currently due invoices
Exxxxx within the next 3 working days so that we @void any further conversations
about this, wasting time for both of us.

Kind Regards,

Letter 1 — Overdue 1 Week (version B)

Dear <name>

Having reviewed your account, it has come to mgraibn that you have not yet paid
your invoice(s) and your account balance now ovestands at £xXxXxxXx.

At <my company> we pride ourselves on providingagiiservice and fair prices, and
to maintain this we have to keep a tight controbgardue accounts.

In the event that you have overlooked paymentsglgaocess it immediately so that
we receive payment within the next 3 working dayhis helps us to maintain our
high level of service for you and other customers.

Kind Regards,
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Letter 2 — Consequences

Dear <name>

You currently have an overdue account for £xxxxhvatir business. Please organise
payment within the next 5 working days or call tecdiss directly with us.

In the event that we don’t receive payment withiwdrking days, your account will
be put on hold and no further orders will be prgeesfor you. If your account is
suspended in this way, all orders taken in futuiteomly be processed with full
payment in advance.

Kind Regards,

Letter 3 — Final Warning - Account On Hold

Dear <name>

Unfortunately we have not received payment of yamaount for £xxxxx. Further to
our telephone conversation and previous two letteams writing to inform you that
your account is now suspended and no further omldirbe processed or accepted for
you without full payment in advance.

If your account is not settled in full, or arrangats agreed with us in writing within
the next 5 working days, details of this debt Ww#él passed to our solicitor for
collection on our behalf.

Kind Regards,

Letter 4 — Notice of Solicitor Involvement

Dear <name>

Please be advised that due to continued non-payohgour account, the collection
of this overdue sum is now in the hands of ourc#olis, who are:

<solicitor details>

Kind Regards,
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