
Credit routines
The financial impact on Turnils Europe from customer credits are delayed payments, credit losses and administration. Therefore it is important that everyone within Turnils Europe is aware of the credit routines. 
The controller/credit controller is responsible for keeping the credit routines updated and secure that they are accurately complied with.
Purpose
The purpose of this routine is to show Turnils Europe’s views on its credit management in aim to understand and control credit related financial risks. It is set in accordance to the Turnils AB credit policy (TAM 2.5), that must always be carefully followed.  
It is also to summarize the main credit routines the Turnils Europe’s employees are involved in. The main scope of the credit routine is to decrease risks on credit losses, i.e. to assure payment for delivered products without any delays.
What we want to achieve is:

· Understand and control credit related financial risks

· Optimize profitability through competitive and safe sales with credits
· Reduce the outstanding receivables
· Minimize financial risks and credit losses

· Minimize administrative work and costs related to credits
· Facilitate the communication on credit related issues
Customer responsibility
The salesperson is responsible for the customer until payment is received. Therefore the salesperson is responsible for the customer account, and will be from now on mentioned as “account executive”. Therefore it is the responsibility of the account executive to obtain credit related information from the credit controller before a sales relationship is initiated. It is also the account executive’s responsibility to assure that Turnils Europe’s sales and delivery conditions are followed. 

The credit controller must inform the account executive when there are delays in payments or when other indications are noticed doubts about future payments.
Account executive’s responsibility

Account executive must give an early indication to the credit controller if the customer is in dispute of payment. The reason for the dispute must be fully understood.

· Apply for a credit check from the credit controller when this is applicable

· Apply for changes on payment terms from credit controller

· Communicate with customer for receiving payments
· Give credit controller early indications on disputes
· Give comments and action plans on customers that have overdue receivables on the weekly produced ageing list

· Communicate to credit controller other information that could affect the credit situation of the customer

Credit controller’s responsibility
The main role of the credit controller is to analyze new customers in their credit worthiness, helping sales in credit controlling customers using different ways (such as blocking customers for order registration, sending reminders to customers etc.) and to actively support the accounts executive in aim to conclude payments from customers. 

· Do credit investigations

· Setting credit terms

· Setting credit limits 

· Blocking customer for credit, order registration, production and delivery

· Releasing blocked orders
· Provisions for doubtful accounts 

· Write offs

· Legal actions 

· Sending out payment reminders and penalty interests

· Supporting the sales staff in their collection of payments
· Responsible for updating the credit routines

· Inform the organisation on financial risks and costs related to credits

Credit investigation
Accounts executive should always inform credit controller when he/she has a new potential customer and should provide the credit controller with a completed “customer registration form” (the template is to be found in “Intranet Europa”). This is also the case when there is a change request. The accounts executive should also inform the credit controller on other important information on the customer and its business that could affect the credit investigation. 
The credit investigation is done using information from UC (Upplysnings Centralen) or D&B (Dun & Bradstreet). A check should always be done on: 
· Annual report, or by UC provided compilation, where income statement and balance sheet can be analyzed
· Name, address and VAT number (where applicable)
· The year the business established
· Being part of a group
· Recommendations from UC
· Risk categorization

For Swedish customers
· Existing remarks on payment performance
· Debt at ”Kronofogdemyndigheten” 

If the information provided by UC seems to be inadequate, the company should be contacted for supplementary information.
Credit investigation should be updated at least once a year. 

Credit profiles
There are three levels of credit profiles:

· A – The customers orders are blocked when customer has invoices that are more than five days overdue
· B – The customers orders are blocked when customer has invoices that are more than three days overdue

· C – The customers orders are blocked when customer has invoices that are more than one day overdue

Customers that are classified in risk 5 and 4 according to the categories used by UC will have profile A, categories 3 and 2 will have category B and category 1 with no payment remarks will have profile C.

Setting credit limits

The limit is set by credit controller after analysing the expected turnover given by accounts executive. If the customer is existent an analysis will be done on historic payment performance within Turnils Europe and historic sales figures from Qlik View.
All credit limits must be approved according to the authority limits (TAM 2.2).
New customer in ASW

Customer support will update ASW with information on the customer, such as customer’s credit profile, VAT number etc. 

Pop-up texts in ASW

In ASW there is a possibility to enter pop-up texts and this should be done when it can facilitate the communication and work. 
On customers from whom we require prepayment we should have this pop-up text. This is also the case on customers that appear repeatedly on the overdue list.  
Change request on customer profile

There can be different reasons for making a change request on a customer. These change requests must be signed by account executive according to the authority limits (TAM 2.2). 
Change of limit on existing customer 

If a temporary change on credit limit is to be done, credit controller must secure that customer does not have overdue receivables.

In cases where there seem to be adequate increase limit on existing customer credit controller must do a new proper credit investigation and also investigate on customers history within Turnils Europe. This is to be decided with accounts executive and according to the authority limits (TAM 2.2).
Customers that have a pattern of delayed payments >30 days should have their limit decreased and set to 1SEK. Only sales with prepayment should be accepted. 
Credit 

When there are issues with customers where they consider lack of performance from Turnils Europe, accounts executive must take an action and inform credit controller so that customer will not receive payment reminders regarding the disputed invoices. 

Credit notes can be blocked for issuance if customer has overdue invoices that are not related to the disputed invoice. This check must be done by credit controller. All credit notes must then be approved by General Manager, with exception for AMA, where Tobias Kemvall, together with Jürgen Baumgart or Maria Lundquist, can approve credit notes up to 100 000 SEK.
Payment collection procedures

Accounts executive is in collaboration with credit controller responsible for the collection. 

Credit controller must provide the account executives, the controller, the General Manager and the customer service manager an overdue list each Friday, and have the list in return by Thursday following week with comments on actions to be taken for receivables that are due. Significant comments are to be entered in ASW by credit controller.

Credit controller should contact customer a couple days after due date for overdue receivables larger than 50 000 SEK. 
Actions

Here are some examples of actions that are to be taken when a customer is becoming a late payer. 

If no payment is received within 30 days after due date salesman must discuss with credit controller what further actions are to be taken. An action could be the 120% rule. 

If no payment is received 90 days after due date, undisputed claims should be presented to a debt collection agency. after approval according to the authority limits (TAM 2.2).
Written reminders

Written reminder should be sent within 14 days after due date, Wednesday week (one)1 and week (three)3.

The first reminder should have a text that it is a reminder. In the second reminder it is mentioned that the claim is to be sent to a debt collection agency if no payment is received. After the third reminder the case is to be sent to a debt recovery agency. Exceptions can be made if there are prospective payments without sending the customer to a debt collection agency and after approval from General Manager. 

Interest invoicing

All undisputed payments in Sweden, Norway, Denmark and Finland, received after due date should be charged by penalty interests. The collection of penalty interests should follow the same routines as for other payments. 

Clearings

If a customer performs a part payment, credit controller should be advised by finance department. This is also the case if customer has performed a payment that can not be matched to an invoice, a so called á konto payment. 

Change of due date

It is important to monitor status and true reasons for overdue invoices. Late payments might sometimes be caused by incidents within our own control, such as late and/or wrong deliveries, early invoicing etc. In these cases the due date should be changed.

Customer Service and other involved co-workers should inform the account executive if there are problems related with delivery or other kind of problems that affects the responsibility given by Turnils Europe. The account executive should then contact the credit controller and ask for a change of due date. 

Blocked orders 

All orders are blocked when the limit is exceeded and/or when customer has outstanding receivables that are due. These orders have to be blocked until payment is received. Though there are some exceptions that are mentioned below. 
Releasing blocked orders when exceeding credit limit
All orders are blocked when the limit is exceeded. This block is in ASW defined with blocking reason 01. In these cases credit controller can release the blocked order if the reason for exceeded limit can be related to seasonal fluctuation and at the same time that customer has historically paid on time.  (Credit controller will check blocked orders three times per day, morning, at lunch time and in the afternoon.)
If a customer repeatedly has orders blocked caused by reason 01, credit controller should according to the credit policy (TAB 2.5) together with accounts executive and according to the authority limits (TAM 2.2) decide whether to increase the customer’s credit  limit or not.
Releasing blocked orders due to overdues

Orders that are blocked due to overdues are in ASW defined with blocking reason 20. If customer has good payment record and promises to process payment immediately the new orders can be released by credit controller up to a value equivalent to 10 000 USD. This is under the condition that the customer has less than 30 days overdue. Otherwise orders should only be approved provided the 120% rule or the Managing Director’s approval (see also Turnils credit policy). The 120% rule means that 120% cash payment of current order value is to be paid. The objective is to make the sale while at the sane time reducing the receivables exposure.
Provisions for doubtful accounts

Credit controller is responsible of keeping the reserve account updated. History of account write off, cash collections and knowledge of specific accounts should be used in the calculations. Further, total provisions for doubtful accounts should, in accordance to the TAM credit policy, be reserved. 

Write offs
Actual write-offs should be recorded only when it is clear the account is uncollectible, and then only with approval according to the authority limits (TAM 2.2).  
Communication

To be able to work with the routines it is important that issues that could affect the credit worthiness, or the payment collection, or other issues found in this text, are communicated to account executive and/or the credit controller. 

Communication tools that should be used on a routine basis are the overdue list, presented every Friday, and the text field in ASW.
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