How to Protect Yourself from Bad Debt When Hiring Equipment
Know Your Customer

Make sure you know who you’re dealing with before you start supplying.  If it’s a limited company then ask for the registration number.  If it’s a sole trader or partnership then ask for the business owners’ names and home addresses.  Ideally you should ask every new customer to complete a credit application form.  [Download a sample credit application form here]
Vet Your Customer

Make sure that you use an industry specific credit reference agency to check out potential customers rather than a mainstream agency to ensure that you have access to the latest payment histories and trading experiences.

Monitor Your Customer

Most credit reference agencies will monitor your customer-base for free.  They will alert you by email or fax when there are any changes to a customer’s status.  This service is invaluable for getting advance warning of any problems.  An industry specific agency will generally be able to update you before the mainstream agencies as they have specialised intelligence.

Talk To Your Customer

Always keep the lines of communication open, particularly with large customers.  The more you know about your customer the better you can assess your risk in dealing with them.  Useful information includes, who is your customer dealing with?  Do they rely on a just a handful of customers or hundreds of different customers?

Invoice Promptly & Accurately

Getting your invoices out quickly sounds obvious but many companies treat invoicing as an unimportant administrative function.  In order to keep the cash flowing you need to ensure that invoices are issued on the dot and dispatched by email or first class post.  Each invoice should also be checked carefully for errors, for example, is the company name spelt correctly?  Is the address correct, particularly the postcode?  Does the invoice adequately describe the goods or services supplied?  Is an order number required?  For large invoices it may also be worth telephoning the customer to confirm that they have received the invoice and that everything is in order.  A mistake on an invoice is the most common reason for delayed payment.
All CPA members are entitled to free credit control advice from Top Service Ltd, a specialist credit information and credit control services provided for your industry. Contact Emma Bridges on 01527 503991 or email emma.bridges@top-service.co.uk to claim your free advice.
