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Debtors' Action Plan
Australia is lagging the world in terms of late payment described as the "silent killer of modern business" by the Australian Government Small Business Ombudsman, Kate Carnell late last year (Australian Financial Review Article).

An international study of 80 countries found that Australian businesses were being paid 26.4 days later than the traditional payment period.

Based on the traditional 30-day payment terms, this means that Australian SMEs are being paid on an average of 56.4 days.

	
	Action Plan

	Accounting businesses have a similar problem.  Benchmarking.com.au "Accountants 2016" report indicated as follows:

· all firms average - 62 days debtors outstanding

· NP PP less than $180,000 - 52 days debtors outstanding

· N PPP $460,000 or more - 67 days debtors outstanding

· (N PPP means Net Profit Per Partner before salary)

· Your firm 



	

	
	

	In the due diligence process:
	

	· Ensure that the Directors' Guarantees have been received and appropriately filed so that they can be utilised if they are required in the future.
	

	· Ensure that appropriate processes have been utilised as to whether to approve or not to approve the credit application.
	

	
	

	Proper tax invoice preparation is vital for prompt collection of money.
	

	
	

	The system review would include observing whether a customer's requests relative to additional information such as weighbridge certificates etc., to be included with the tax invoice is being abided by.
	

	
	

	Also the review should check whether the tax invoices are being forwarded before the close off date that the customer has specified to your client.  Otherwise your client is probably going to have to wait for another payment cycle before their invoices are processed into their customer's system.  The review process would also enquire as to whether queries from customers are being promptly attended to.
	

	
	

	IODM has a great offer for accountants and your clients.  If you wish, ESS BIZTOOLS will be happy to give you an introduction to IODM whereby you can secure a great deal.
	

	
	

	For more information, please click here.
	

	
	

	The IODM system has a series of SMS messages e.g.:
	

	· 5 days beforehand - "invoice due date approaching"
	

	· 1 day after payment due - "you missed your payment, can you please make payment now"
	

	· 7 days after due date - "this is a further payment reminder"
	

	· 14 days after - "this could now be a collection demand"
	

	
	

	Utilising the IODM system will save your client significant management/office time in chasing up debtor payment.
	

	
	

	Personal Property Securities Registers
	

	The Personal Property Securities Register has been operational for five years but unfortunately there is still significant misunderstanding as to how the register operates in the small/medium enterprise community.
	

	
	

	There is a significant risk for your clients if they have not registered their customers on the PPSR and their customer has the unfortunate experience of having a liquidator appointed and the liquidator then attempts to recoup what the liquidator deems to be "preferential payments".  If your client has registered their customer on the PPSR they have a far greater protection from any claims from liquidators than what they have if they have not registered.
	

	
	

	The ESS BIZTOOLS' system includes forms to guide you through the treatment of customers for your client to use with the PPSR registration process.
	

	
	

	Debtors' Manual
	

	One way that the business can contribute to a reduction in debtors' days outstanding is to ensure that the team member who has the responsibility for debtors has a written debtors' manual to guide him/her in their duties.
	

	
	

	Heading in Debtors Manual
	

	1. Introduction to Effective Debtors' Management
	

	2. Debtors' Management System Checklist
	

	3. Setting Up An Effective Debtors' Management System:
	

	3.1 Credit Application Form
	

	3.2 Debtors' Guarantee Form
	

	3.3 Declining A Credit Application Letter
	

	3.4 Internal Advice of a New Customer - To Sales Department and Office
	

	3.5 Personal Properties Securities Register
	

	3.6 New Customer Due Diligence
	

	3.7 Approving a Prospective Customer
	

	4. Being Diligent On Transactions
	

	4.1 Customer Purchases
	

	4.2 Establish Procedures For Order Taking
	

	4.3 Tax Invoices
	

	4.4 Terms of Trade
	

	4.5 Terms of Trade for "Retention of Title" Sales
	

	4.6 Debtors' Statements
	

	5. Proactive Monitoring of Debtors
	

	5.1 Online Debt Management
	

	5.2 Systems to Ensure Prompt Payment
	

	5.3 Account Queries
	

	5.4 Overdue Accounts
	

	5.5 Strategies to Assist Being Paid on Time
	

	6. Debtors' Management
	

	6.1 Proactive Management of Debtors
	

	6.2 Procedures for Effective Debtors' Management
	

	6.3 Look Out for Warnings
	

	6.4 Successful Debt Management
	

	6.5 Key to Effective Debtors' Management
	

	6.6 Communication is Very Important
	

	6.7 Hints on Debtor Collection
	

	7. Monthly Debtors' Timetable
	

	8. Debtors' System Staff Training
	

	8.1 Key Ingredients for the Successful Debtors' System Cashflow Management
	

	9. Debt Recovery Letters
	

	10. Cashflow Management Hints
	

	10.1 Is Cashflow Healthy?
	

	10.2 What You Need for Effective Cashflow Management
	

	10.3 Managing Cashflow
	

	10.4 Profitable Businesses Can Go Bust
	

	10.5 Debtors' Management Should Be A High Priority
	

	10.6 Remember.. Cashflow Management Will Highlight Problems
	

	10.7 Items to Monitor
	

	11. Debtors' Discounting and Factoring
	

	11.1 Debtors' Discounting
	

	11.2 Debtors' Factoring
	

	11.3 Comments on Debtors' Financing and Factoring
	

	12. Debtor Insurance
	

	12.1 Credit/Debtor Insurance
	

	12.2 Export Financial Insurance Corporation (EFIC)
	

	12.3 Export Credit Insurance
	

	13. Debtors' System Review by Your Accountant
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