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A sale is a gift until it is paid for
Ralph Godley

For businesses, whose sales are based on the provision of credit, enthusiasm to generate a sale can often be at the
expense of a timely payment. The inability to collect monies owed can easily turn into bad debt which reduces profit
and cash for the businesses and in some cases, lead to the demise of the business.

For many, the management of credit is a process of closing the stable door after the horse has bolted with court action
or the use of a debt collection agency being the only resort.

A number of easy steps can be followed to help reduce exposure to bad debt and costly credit control management. A
thorough review of your credit policy and procedures might benefit your business.

Surprisingly, many businesses do not have a credit policy or detailed terms of business. Those that do, often fail to
inform their customers. It is essential that customers are made aware of terms and conditions at the point of sale or
ordering.

Prior to the sale, take time to check the credit rating of the customer through trade reference agencies.

To avoid uncertainty at a later date, enter into a contract with your customer, showing details of exactly what is to be
provided, cost and how it is to be paid for. Manage your exposure with the use of deposits, prepayments and staged
payments. Instigate credit limits in accordance with credit history.

The likelihood of a sale becoming a bad debt increases the longer terms are not adhered to. Rigorous credit control is
essential by regularly monitoring the value and age of debts owed.

Getting to know the payment procedures of your customer can help to improve debt collection. Ensure you address the
invoice to the correct individual or know the cut off date for payment.

The above are a few ideas to help you ensure a sale does not become an expensive gift.

These notes are for general guidance only. No liability is accepted by Streets for
actions taken in reliance upon these notes and it is essential that detailed advice
relating to the particular circumstances of the case in question should always be
obtained before action is taken.
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