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Robotics & Artificial Intelligence
Its Current and Future Uses for Credit and A/R Functions
By Tom Diana

Introduction
Robotics and Artificial Intelligence (AI) are becoming more prevalent in the workplace. Robotics
is commonly thought of in machinery, like in factory assembly lines, but today is also commonly
used in such processes as cash application. AI on the other hand extends robotics to include
cognitive thinking. Continuing with our cash application example, AI imbeds into the robotics
process decisioning that allows for the cash application process to include judgmental steps, such
as interfacing with customer web portals to gather additional information. In essence, AI performs
common steps previously acted upon by colleagues in the discipline.

3rd Qtr.

AI allows robotic systems to adapt to and react to changing conditions or other variables. This is
exemplified by driverless cars that can safely avoid the unpredictable actions of other vehicles or road
hazards. These cars have advanced beyond the prototype stage as seen in the Uber driverless cars
rolled out in Pittsburgh in September 2016.
Robotics and AI have been increasingly integrated into credit and A/R management systems through
software that can perform a host of routine functions involved in the order-to-cash process. Such
functions currently include credit applications, credit limit review and setting, credit analysis, deduction
and dispute resolution and cash application. While the high-end analysis requires at least some
degree of human decision making, AI offers the potential for more decisions to be made by computers
and AI software.
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DEFINING THE TWO
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Robotics – (Mimics Human Actions) The use of technology in
automating rule based processes. The method enables; faster
processing time, allows higher throughput volumes and standardizes
results while at the same time reducing errors. (Ex. The process
of automating the cash application from bank to ERP)
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Artificial Intelligence, or AI – (Mimics Human Intelligence) The extension
of “Robotics” that applies cognitive thinking and communications that
are indistinguishable from human intellectual tasks. (Ex. The process
of extending the automated cash application process to include the
system to system communication to customer self-service portals and the
resolution of third party claims without human participation in the same.)
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In order to provide a snapshot of the state of robotics and AI in the credit and A/R
management space, CRF launched a multi-faceted approach on the topic in the upcoming
pages. CRF conducted:
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I.
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A survey among credit and A/R professionals in order to obtain a snapshot of their
understanding and use of robotics and AI, as well as what the future may hold for this
technology;

II.

An interview with three service providers active in the development of robotic and AI
software for credit and A/R management to learn of the functions they are working on
now and for the future with this technology;
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III. An interview with three CRF Survey respondents to get a more detailed view of their
understanding and use of the technology.

Part I – CRF Robotics/AI Survey Results
In July and August, 2016, CRF conducted a survey to determine the extent to which
robotics (automated software) and artificial intelligence (AI) are used in Credit and A/R
operations.
Survey respondents reported that more robotics was involved in their credit and A/R
processes than technology with AI capabilities. More than half (59%) reported robotics
integrated into at least some of their processes, while only 22% reported that AI was
involved.
The survey offered six functional areas for survey respondents to indicate whether robotics
and/or AI played a role: credit applications, collections, credit risk analysis, deduction/
dispute resolution and cash application.
There wasn’t a significant difference in the array of deployment of robotics versus AI
among the various functional areas. Cash application appears to be the area where
robotics and AI are most integrated. Approximately 75% of respondents reported using
both robotics and AI in their software to apply cash (see Figures 1 and 2 on next page).
The benefits from technology vary according to how well it is utilized and implemented.
From the survey responses, it appears credit and A/R teams, as well as their supporting
business units, are far from reaping the full benefits of this technology. Only 7% of
respondents reported that they believed the “full potential of current automation technology
is being realized in their organizations for Credit and A/R functions.” Of the 93% who
reported that their organizations were not fully realizing the potential of their automation
technology, approximately one-third reported their system was inadequate or outdated,
however, the majority reported their current technology was being underutilized.
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The survey also measured what the expected results were
from implementing robotics/AI software. Figure 3 reveals
the breakdown of expectations with reducing fte’s (full-time
equivalents) cited by only 46%. Twice as many (90%) chose
making processes more efficient as the top expectation. So
it appears survey respondents value process cost reductions
and efficiency more than reducing personnel head count.
What are the results expected from the
purchase and implementation of
robotic/AI technology in your organization?
(check all that apply)
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What impact do you believe
Artificial Intelligence will have
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In Parts II and III that follow, the views of several service
providers and credit/AR practitioners on this subject will be
revealed. These two groups – service providers who develop
the technology and credit/AR practitioners who use it – will
determine how the use of robotics and technology changes
the landscape of credit and A/R operations over the next
several years.

Expected Results – Reductions in Process Costs Not
Personnel
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The last questions on the survey asked respondents for their
thoughts on the impact of robotics/AI on credit and A/R jobs
in five and ten years, respectively (see Figures 4 and 5). The
biggest impact will likely be on the headcount required to
support the discipline as cited by half of survey respondents.
Additionally, they believe the required skill sets needed for
credit and A/R management will grow over time as a result of
robotics and AI technology. After 5 years, 12% of respondents
said robotics and AI will increase the required skill sets
“significantly.” However, that proportion almost doubled to
21% after 10 years, indicating survey respondents believe
the required skill sets needed by credit and A/R managers will
continue to grow as a result of the increased use and utility of
robotics and AI technology.
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The functions currently being integrated with robotics and AI
are: credit applications and credit limit setting, collections,
deductions and dispute resolutions, cash application and
credit analysis. For example, Khalafi noted that company
web portals are a good way to automate the processing of a
credit application and setting credit limits using software that
can reach out to other external sources for verification and
financial reports. Cases that fall within certain parameters
determined by the company can receive automatic
approvals, while those that are close, but not within the
parameters, are directed to a credit analyst or other
personnel to make the final decision. Those that fall well
outside specified parameters may be rejected. The more
data that the software collects, the more confident users can
be that the automated decisions are appropriate.

Part II — Robotics and AI from a
Service Provider’s Perspective
Service providers are on the front lines in designing
automated software to manage credit and A/R functions. For
that reason, CRF interviewed representatives from three
service providers, Billtrust, Cforia and HighRadius, to obtain
their views on robotics and artificial intelligence (AI).
They agreed that robotics involves performing repetitive
functions, uniformly and without human errors. They also
agreed that AI was an advanced form of automation that
included the ability to learn or adjust according to data
input and algorithms programmed in the software. More
specifically, Farhad Khalafi, Research Scientist for Billtrust
said, “Software robots are automated processes designed
to replace high volume, low value tasks that are well-defined
and repetitive in nature.” Jay Tchakarov, VP of Product
Management and Marketing for Highradius, noted that a
robotics system is “any system that allows you to take a task
done by a person and lets a machine perform the function.”
Bradley Palmer, VP of Sales and Marketing for Cforia
Software added, “Robotics can be used for any data-driven
and rules-based process.”

For collections, Tchakarov noted that automated software
can identify when and what type of dunning correspondence
needs to be sent and send them, either as emails or letters.
Usually, accounts that need more intensive interaction are
directed to collectors for phone calls or other in-person
follow-up. The automated steps performed by the robotics
software allows collectors to concentrate on direct verbal
communications with problematic accounts.
For deductions, relevant documents such as debit memos,
proofs of delivery and trade promotions can be identified
and sent to the appropriate personnel for processing. “By
the time it gets to the dispute analyst, it is ‘research ready’,
reducing turnaround time by large factors,” said Tchakarov.
Payment portals allow customers to input payment
data, which facilitates collection and deduction dispute
automation. “The major companies are all moving to AP
portals, which are AI ready,” Palmer added.

Artificial Intelligence
The service providers also agreed that AI is robotics with
enhanced capabilities. Where robotics performs repetitive
tasks that are programmed into the software, AI can perform
functions not specifically programmed — something that
approximates human learning. Tchakarov said that AI is a
capability that tries to make sense of things, pointing to an
image scan of a document that can interpret the data and
decide where it should be applied, even if humans haven’t
programmed those specific tasks into the software. For
example, the scanned document could contain remittance
information that the software would recognize and post to
the appropriate customer’s accounts receivables.

Cash Application is another area where self-service portals
facilitate automation. Data is entered and scanned through
optical character recognition (OCR), then accessed by
robotics software. The software delivers the electronic
payment data to the proper A/R ledgers to either close out
an invoice or indicate further action is necessary, such as
dispute resolution.

Steve Loper, VP of Development for Billtrust, said that AI
is a more advanced form of robotics where the software
can deduce patterns among the data and learn over time to
make decisions that were formerly handed off to a person.
Minimizing or eliminating human interaction through robotics
is referred to as “zero touch.”

The Cloud and Automation
Cloud-based software resides on remote servers, under
the supervision of the service provider, and is accessed
through the Internet. This takes the burden of maintaining
and updating the robotics software away from companies
that use it, and puts it on the developers of the software
– the service providers. Cloud-based software allows the
service provider to update and add functionality quickly for
their entire installed base of customers, instead of having
to individually update locally installed software for each
customer. “I would not expect anybody to deploy AI that is
not cloud-based. It would be very expensive,” Tchakarov
said.

Automating Credit and A/R Management Functions
The service providers also agreed that the order-to-cash
cycle offered many opportunities for automation to perform
tasks more quickly, more accurately and less costly than
by a human. Many companies turn to service providers for
a cost-effective way to automate parts or all of their credit
and A/R functions. Tchakarov advised that those companies
must work with their service providers in the early planning
stages to break down the individual processes in the orderto-cash cycle, down to the task-by-task level, so a solution
can be tailored to the company’s operations. Palmer noted
that, if you can identify repetitive, redundant, manual
activities, they can then be applied to robotics.

Cloud-based computing offers a larger array of data for
software to analyze. This helps AI software to identify
patterns within this data. Although the data from different
customers is not shared or comingled, it provides a learning
situation in pattern recognition for the software developers
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of such technology — credit and A/R practitioners. CRF News
interviewed the three practitioners below who participated in
the survey:

assisting them in their quest to improve the AI capability
in their software. This in essence enhances the continual
learning process.
Realizing Full Potential

Jim Hennessy, Sr Director of Credit & Collections for
S.C. Johnson

Palmer offered that any new technology needs to be easy to
use, and the data entered into the system must be complete
and accurate for maximum productivity. As the CRF survey
of credit practitioners indicated, lack of understanding the
full potential of robotics is one of the biggest impediments to
realizing its full value. The service providers agreed that the
users of the technology must be properly trained and fully
understand its capabilities to get the greatest ROI.

Mark Larouche, FCI, CCE, Director of Credit, Bayer
Crop Science Division
Craig Combs, Director of Financial Services, Dole
Package Foods LLC
Automation in Credit and A/R Management
One has to look no further than writing macros in Microsoft
Excel to achieve a basic understanding of automation. The
ability to execute several steps in a software program with
one mouse click is a type of robotics, and a macro in Excel
can do just that. In fact, Larouche used Excel to model the
automated system that was developed and is currently
being used at his company.

Advantages of Robotics and AI
The service providers agree that the ability to do more with
fewer personnel is an overriding advantage of robotics and
AI, which is especially ideal for companies that want to avoid
outsourcing. The technology also allows a company to move
away from repetitive, low-value tasks to high value decisions
that can improve KPI’s (key performance indicators), such as
reducing bad debt, DSO and past due receivables.

Hennessy explained that SAP scripts are text-based
program files that trigger SAP functions such as posting
transactions. WinAutomation can be programed to execute
steps in other applications, such as pulling information from
Excel spreadsheets and loading it into SAP. “To do this,”
Hennessy said, “you don’t need to be a programmer, but
you do need to be a skilled user. Younger employees tend to
be more adept at this.”

There is a generational advantage offered by robotics and
AI in Palmer’s view. He noted that millennials (those born
between 1990-2000) generally don’t like to talk on the
phone and would rather have a virtual collection experience,
interacting with a web portal. He pointed out that about 8 out
of 10 times, people get a voice mail when making a business
phone call. AI can perform these tasks and eliminate the
emotional aspects of zero value activities (i.e., leaving
messages).

Combs said he used VBA programing (Visual Basic for
Applications – the programming language of Excel and
other Office programs) to build automation into Excel. He
developed a system to perform credit reviews by using
credit reports and bank information together to determine
an approval of credit for a customer, or to pass it on to a
credit analyst for further review. He recently rolled out a
credit reference form that is accessed by customers through
an email link. Drop down menus help the customer fill
out the pertinent information. Financial information, credit
references and other data are uploaded to a company
dashboard, where the information goes through a scoring
model. After the information is pulled together and the
analyses performed, the dashboard keeps track of what
has been completed. “We’ve automated the whole process,
which is pretty much seamless and paperless,” Combs
added.

Future of Robotics and AI
Service providers expect to see robotics and AI get better at
recognizing speech, objects or images over time. Increased
adoption of cloud computing will spur robotics development
and “zero touch” automation, such as for dispute resolution.
More elaborate neural networking of data, better use
of predictive analyses of data, advances in quantum
computing and more adoption of cloud-based systems will
unleash the full potential of AI programs, making value
judgment decisions currently handed off to humans, such as
compliance with tax regulations and financial planning.
The future was summarized by Tchakarov who said, “In this
exciting time, it will be critical for credit and A/R leaders to
stay grounded in their specific needs and processes when
evaluating technology in order to realize the full potential of
AI.”

Larouche’s company has streamlined the credit application
process by sending a web portal link to a customer who
completes their online credit application. That information
is processed to render a decision of: (1) recommending a
credit limit according to the company’s risk tolerance; (2)
denying credit; or (3) sending it to a credit analyst for further
review. The system then pulls in data from various external
and internal sources and produces a summary, which
includes a balance sheet, P&L, financial ratios, a credit
score and a recommended credit limit. This information is
presented to a credit analyst who either accepts or denies
the credit limit. If a credit limit is overridden, the analyst
must justify and explain the change in order to be compliant
with internal controls.

Part III — Practitioners’ Views
on Robotics and AI
The previous article presented the thoughts of several service
providers on how robotics and artificial intelligence (AI) can
be incorporated into credit and accounts receivable process
management. The following provides the views of the users
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For cash application, Hennessy uses a fully automated
system that clears invoices and codes/posts deductions to
the account based on the remittance advice. The software
can automatically access customer portals to pull in
remittance data, and then gather the supporting documents
to be used to resolve deductions.

(salary, benefits and other employee-related costs).
Automation Underutilized
The CRF Survey results indicated that the majority of
respondents think automation software is not being utilized
to reach its full potential. The credit practitioners interviewed
agree that it is very important to thoroughly understand
both the order-to-cash cycle and the technology driving the
processes in order to automate efficiently.

There are still decisions that credit professionals or others
must make. However, much of the manual data gathering
has been automated. Hennessy’s automated system speeds
up the processing of deductions by presenting pertinent
documents to SAP, such as copies of invoices, proofs of
delivery and the reasons for the deduction. “Most deductions
are valid. Much of the process is understanding what it is and
disposing of it,” Hennessy said.

The Future of Robotics/AI
Most companies are under pressure to increase productivity.
One of the most effective ways to do that is through the
successful implementation of a robotics system, which
requires the ability to fully understand the individual
processes in the order-to-cash cycle, and match that to an
appropriate technology. Equally important is the proper
training of employees and the willingness of management
to immerse the credit teams in its use. As robotics software
gets more sophisticated, especially through the incorporation
of AI, it provides those credit operations with an opportunity
to increase productivity and lower costs - an opportunity that
many younger, technologically adept employees are prepared
for and willing to embrace.

AI in the Workplace
AI is slowly being integrated into systems for credit and
A/R management. As the CRF Survey reported, only 22%
of respondents employ any form of AI in their systems.
Hennessy noted the software he is implementing applies AI to
the cash application process. It can read payment remittance
advice, identify data, and apply it to the proper accounts.
“The tool is getting better because it has an AI element
incorporated in it,” Hennessy said.

Surely this is real. No matter what financial journal you pick
up, television program devoted to finance, the economy and
productivity you watch, or business radio program you listen
to, the topic of robotics and AI has permeated the discussion.
If you aren’t hearing it – listen again! The C level community
is looking at it to improve productivity, processes and bottom
line impact.

Combs made note of an AI capability in his system that
substitutes codes when none are entered so the proper
reference information is uploaded. His company is also
reprogramming the credit scoring software to minimize
errors in posting debits and credits when uploading financial
statements. Further development continues to improve the
accuracy of automatically balancing financial statements that
are uploaded.
Impact on Employees and ROI
The credit practitioners agreed that automated software
eliminates much of the manual processing of data and
gathering of documents needed to make various credit
decisions. Hennessy noted that many companies’ credit
departments face increasing pressure to do more with less,
which has led some to rely on offshoring or outsourcing
various operations. Automation offers a way to reduce the
costs and keep operations in-house. “I think the process
work could be less people-intensive and move faster with
automation,” Hennessy said. “This also allows more time
to spend on higher end work, such as credit analysis and
collections.”
“If you automate correctly, you can reduce the involvement
of employees in manual, repetitive functions,” Larouche
said. Larouche and Hennessy both noted that the use of
automation has given them the opportunity to reassign staff
to higher-value functions, while absorbing organic growth and
reducing headcount through attrition.
The ROI on automated software can be especially helpful to
growing companies that do not want to increase headcount.
Larouche used a hypothetical example of a software system
that costs $100,000, which could pay for itself in the first year
of operation by eliminating the need to hire just one person
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Special October Forum Agenda Session!

With the election looming and our presidential candidates
identified, the Foundation has added a ‘special agenda session’
to its October Forum in Ft. Lauderdale. . . .

What is it?

Phil English
former US Rep.
from Erie, PA

Sponsored and moderated by Arent Fox LLP, CRF will enjoy the
input and thoughts of a bipartisan panel consisting of two former
senior Members of Congress as they discuss what the potential
implications are for the economy and the nation more generally.
They will discuss what your organization needs to plan for and
expect after Election Day! Our participants are the Honorable
Philip S. English, a 14 year member of Congress and the House
Ways and Means Committee, and the Honorable Byron Dorgan,
who served in the U.S. House of Representatives for 12 years
(including time on the House Ways and Means Committee) and
18 years in the Senate (part of which was as Chairman of the
Democratic Policy Committee).

Byron Dorgan
former US Sen.
from North Dakota

Better Yet ...
CRF has arranged for Arent Fox to deliver PART TWO!!!! In
March, 2017 at our meeting in New Orleans, we will again enjoy
a panel discussion focused on the results of the November 2016
election - what should the business community expect from our
newly elected President based on the policies outlined during the
first 75 days in office!!!
We certainly hope the CRF Family enjoys the additive nature
of these timely programs as we are confident of the value they
will bring. Finally, our sincere thanks to the Arent Fox Team
(especially, Messers. Angelich and Hirsh) for their sponsorship
and collaborative efforts in bringing these two programs to our
audience - very creative, timely and prestigious!!!!

Add this ...
... to our existing agenda, the user groups and other pre-forum
education sessions, and you have what we hope you will agree
is a very valuable program!!!
See for yourself - the October Agenda has been updated to
reflect the above program.
To download the agenda CLICK HERE
Come join us in October in Florida...Be an active part of the
CRF Family!
To register CLICK HERE
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Cautionary Tale for Section 503(b)(9) Claimants:
Filing a Proof of Claim Might Thwart Recovery
By: Bruce S. Nathan, Esq. and David M. Banker, Esq.
of Lowenstein Sandler

P

rior to 2005, goods sellers had increased difficulty
obtaining relief on their reclamation claims, and were
more often than not treated as general unsecured
creditors receiving little or no recovery. In 2005, Congress
enacted the Bankruptcy Prevention and Consumer
Protection Act of 2005 (BAPCPA), which included a new
provision, Section 503(b)(9), to both incentivize and reward
vendors for selling goods to distressed customers. Section
503(b)(9) grants goods sellers an administrative priority
claim for the value of any goods a debtor receives within 20
days of its bankruptcy filing that were sold to the debtor in
the ordinary course of such debtor’s business.

provide a simple procedure for asserting a Section 503(b)(9)
priority claim by including the claim in a proof of claim form.
Nor have the Federal Bankruptcy Rules set a deadline for
the assertion of Section 503(b)(9) claims.
Some bankruptcy courts, such as the Eastern District of
Michigan and the District of Massachusetts, have adopted
local rules, applicable to all bankruptcy cases filed in
those districts, setting a deadline for creditors to move for
allowance of their Section 503(b)(9) claims. It is critically
important that creditors asserting a section 503(b)(9) priority
claim promptly check the local rules of the bankruptcy court
where the case is pending to confirm whether the court has
established a deadline and procedures for asserting section
503(b)(9) claims.

One of the problems with the newly enacted Section 503(b)
(9) “20 day goods” priority claim is the lack of any uniform
rule for the assertion of the claim. The consequence of
this lack of clarity is evident from a recent decision in In
re: Richfield Equities, LLC, a bankruptcy case pending
in the Eastern District of Michigan, where the bankruptcy
court denied a Section 503(b)(9) claimant an allowed
administrative priority claim because the creditor had failed
to timely and properly assert its Section 503(b)(9) priority
claim. The court held that the creditor should have filed a
motion for allowance of its Section 503(b)(9) claim prior to
the passage of the claims bar date that was set in the case.
The creditor’s assertion of its Section 503(b)(9) priority claim
by including the claim in its proof of claim did not cut the
mustard!

The Bankruptcy Court for the District of Massachusetts
has set a deadline of 60 days after the first date set for
the meeting of creditors, and the Bankruptcy Court for the
Eastern District of Michigan, where the Richfield Equities
case is pending, has set a deadline of 90 days after the first
date set for the meeting of creditors, for asserting Section
503(b)(9) claims.
Some courts have approved procedures for asserting
Section 503(b)(9) priority claims by filing a proof of
claim. More and more frequently, especially in the larger
bankruptcy cases, the courts have approved procedures
requiring parties to assert Section 503(b)(9) claims via a
special proof of claim form. Some of these proof of claim
forms solely relate to the assertion of a creditor’s Section
503(b)(9) claim (and not the balance of the creditor’s
remaining general unsecured claim). Other proof of claim
forms resemble the official bankruptcy proof of claim form,
but also include a section for asserting Section 503(b)
(9) claims. This has certainly simplified the process for
asserting Section 503(b)(9) claims. However, this has also
caused a considerable amount of confusion for Section
503(b)(9) creditors who mistakenly believe that they can
assert their Section 503(b)(9) claims by filing a proof of
claim form in all cases, even where the court had not
previously permitted the use of a proof of claim form for
asserting Section 503(b)(9) claims.

The Nuts and Bolts of Section 503(b)(9)
For starters, Section 503(b)(9) states that:
(b) After notice and a hearing, there shall be
allowed administrative expenses…, including (a)
the value of any goods received by the debtor
within 20 days before the commencement of a case
under this title in which the goods have been sold
to the debtor in the ordinary course of such debtor’s
business.
Section 503(b)(9)’s “notice and hearing” requirement means
a creditor must assert its Section 503(b)(9) priority claim
by filing a motion with the bankruptcy court (which requires
retaining counsel), unless the bankruptcy court permits an
alternative means of asserting the claim. Therefore, unless
specifically allowed by the bankruptcy court, it is improper
for a creditor to assert its Section 503(b)(9) claim by filing a
proof of claim.

The In re: Richfield Equities, LLC Case
On September 18, 2012 (the “petition date”), Richfield
Equities and its three affiliated entities filed Chapter 11
petitions in the United States Bankruptcy Court for the
Eastern District of Michigan. Richfield provided waste
disposal, waste management and recycling services.
Dependable Wholesale, Inc. supplied tires and related

Unfortunately, the Federal Rules of Bankruptcy Procedure
(the “Federal Bankruptcy Rules”) were never changed to
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products to Richfield. On the petition date, Dependable
asserted a claim in the amount of approximately $105,000
against Richfield, which included approximately $25,000 for
goods Richfield had received within 20 days of the petition
date.

Dependable’s Section 503(b)(9) claim. The court noted that
neither the Bankruptcy Code nor the Federal Bankruptcy
Rules set a deadline for a creditor to assert a Section 503(b)
(9) priority claim. The local bankruptcy rule filled in the gap
by setting the bar date for filing a motion for allowance of
a Section 503(b)(9) claim at 90 days after the first date
scheduled for the meeting of creditors. The court did not find
any statutory grounds supporting Dependable’s assertion
that conversion of the case from Chapter 11 to Chapter 7
either excused or reset the deadline set by the local rules
for Dependable to file a motion for allowance of its Section
503(b)(9) claim.

According to Local Bankruptcy Rule 3003 3, adopted by the
United States Bankruptcy Court for the Eastern District of
Michigan,
In a Chapter 11 case, unless the court orders
otherwise, the deadline for filing a required proof of
claim… or a motion for allowance of a claim under
§ 503(b)(9) is 90 days after the first date set for the
meeting of creditors.

The court also noted that the earlier bar date for creditors
to properly assert their Section 503(b)(9) priority claims
increased the likelihood of the continued availability
of evidence for creditors to prove their claims and for
the trustee to challenge an improper Section 503(b)(9)
claim. In the Richfield case, it would have been easier to
confirm when the debtor had received the goods subject
to Dependable’s Section 503(b)(9) claim had Dependable
timely filed a motion for allowance of its claim prior to the
January 15, 2013 bar date set by the local rules, instead of
approximately 4 years after delivery of the goods.

As a result, the deadline for Dependable to file a motion
for allowance of its Section 503(b)(9) priority claim was
January 15, 2013, 90 days after the meeting of creditors in
the case. Dependable had filed a proof of claim, using the
official proof of claim form, on January 8, 2013. The proof
of claim included Dependable’s total claim of approximately
$105,000, of which approximately $25,000 was asserted
as a Section 503(b)(9) priority claim, with the remainder
unsecured. Dependable included with its proof of claim a
summary and copies of the invoices that were part of its
Section 503(b)(9) claim. The smaller balance invoices were
signed by an individual the court assumed was an employee
of the debtor, reflecting the debtor had received the goods;
the larger balance invoices were not signed. Dependable
did not file a motion seeking allowance of its Section 503(b)
(9) administrative priority claim by the January 15, 2013
claims bar date set by the local bankruptcy rules.

The court also noted that Dependable did not satisfy
Section 503(b)(9)’s requirements for priority status by
just filing a proof of claim that included its Section 503(b)
(9) priority claim. As a general rule, creditors asserting an
administrative claim must file a motion requesting allowance
and payment of administrative expenses; filing a proof of
claim form to assert this claim is not sufficient. This provides
an early and clear means of raising issues because motions
are on notice to the debtor and creditors, while proofs of
claim are not.

Richfield’s bankruptcy case was converted to Chapter
7 (liquidation) on February 25, 2013. In May 2016, the
Chapter 7 trustee appointed in the case objected to
Dependable’s Section 503(b)(9) priority claim. The trustee
argued Dependable had improperly asserted the claim in a
proof of claim form, instead of filing a motion for allowance
of the claim as required by Section 503(b)(9), and had failed
to timely file a motion for allowance of its Section 503(b)(9)
claim by the January 15, 2013 bar date.

The court suggested that it might have ruled differently and
considered Dependable’s proof of claim if Dependable had
included adequate proof that Dependable had satisfied
Section 503(b)(9)’s requirements for priority status.
Specifically, Dependable could not prove when the debtor
had received the goods subject to its Section 503(b)(9)
claim based on the documents included as part of its proof
of claim.

Dependable responded to the trustee’s objection by filing a
motion for allowance of its Section 503(b)(9) priority claim,
nearly three and a half years after passage of the claims bar
date set by the local bankruptcy rules. Dependable argued
that the conversion from Chapter 11 to Chapter 7 either
excused or reset the deadline to file a motion to allow its
Section 503(b)(9) priority claim. Dependable also argued
that its proof of claim, including the invoices attached to
it, contained all the required information that it would have
included in a motion for allowance of its Section 503(b)(9)
claim. Dependable also asserted that cause existed to allow
it to file its motion after passage of the claims bar date.

Finally, Dependable did not prove that cause existed
to justify its late filing of a motion for allowance of its
Section 503(b)(9) priority claim. The court found that
the prejudice to the debtor and other administrative
claimants that Dependable had caused when it had
delayed in filing its motion and then filed its motion late
outweighed the prejudice to Dependable from denial of
its motion. The debtor and its creditors had every reason
to rely on the earlier January 15, 2013 claims bar date
to confirm the universe of priority creditors. The trustee
was also prejudiced by Dependable’s delay in filing
its motion for allowance of its Section 503(b)(9) claim
approximately 4 years after the delivery of the goods
subject to Dependable’s claim by making it far more difficult
to determine when the debtor had received the goods.
Dependable also could not justify its delay, or the cause
for its delay, in filing its motion. Dependable was aware of

The Court’s Ruling
The bankruptcy court denied Dependable’s motion for
allowance of its Section 503(b)(9) priority claim and
sustained the trustee’s objection to Dependable’s proof of
claim to the extent it sought administrative priority status for
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its potential administrative expense claim under Section
503(b)(9) prior to the claims bar date, but had chosen
not to timely file the appropriate separate motion, instead
opting to improperly assert its Section 503(b)(9) claim via
proof of claim form, and only later filing a motion three and
a half years after passage of the bar date. Dependable’s
dilatory actions severely impacted the trustee’s ability to
confirm when the debtor had received the goods subject to
Dependable’s claim.

consult with counsel on the manner in which to assert
their Section 503(b)(9) claims. Creditors should review the
local bankruptcy rules adopted by the court in which the
bankruptcy case is pending, as well as court orders in the
case to confirm the deadline and correct way to assert their
Section 503(b)(9) claims, and then make sure they timely
and properly assert these claims. Anything less poses a risk
of losing what might otherwise be a valuable claim.
About the authors:

Conclusion
The American Bankruptcy Institute (ABI) had created
a Commission to Study the Reform of Chapter 11. The
Commission had engaged in a three year, in-depth study
of the Bankruptcy Code to provide recommendations
for reform of the Chapter 11 process. The Commission
proposed a modification to Section 503(b)(9), and the
Federal Bankruptcy Rules and the Official Proof of Claim
Form, to allow Section 503(b)(9) creditors to assert their
claims by filing a proof of claim on or before the general
claims bar date set in the case or a specific section 503(b)
(9) claim bar date established by the bankruptcy court. This
change, if enacted by Congress, would greatly simplify
the process for Section 503(b)(9) claimants to assert their
claims.
However, without the enactment of these changes, creditors
should understand that filing a motion for allowance of
their Section 503(b)(9) priority claims is the proper way to
assert these claims, unless the bankruptcy court allows for
the assertion of Section 503(b)(9) claims by filing a proof
of claim. That does not mean creditors should “jump the
gun” and file a motion for allowance of their Section 503(b)
(9) priority claims at the beginning of the case. The prudent
course of action is to monitor the docket of the bankruptcy
case for a court order setting a claims bar date and allowing
the assertion of a Section 503(b)(9) claim by filing a proof
of claim, and then following the procedures and timely filing
the claim. In the absence of a court order, creditors should

Bruce S. Nathan, Partner in Lowenstein
Sandler's Bankruptcy, Financial
Reorganization & Creditors’ Rights
Department, has more than 30 years
experience in the bankruptcy and
insolvency field, and is a recognized
national expert on trade creditor rights
and the representation of trade creditors in bankruptcy and
other legal matters. Bruce has represented trade and other
unsecured creditors, unsecured creditors’ committees,
secured creditors, and other interested parties in many of the
larger Chapter 11 cases that have been filed, and is currently
representing the liquidating trust and previously represented
the creditors’ committee in the Borders Group Inc. Chapter
11 case. Bruce also negotiates and prepares letters of credit,
guarantees, security, consignment, bailment, tolling, and
other agreements for the credit departments of institutional
clients.
David Banker is a Partner in Lowenstein
Sandler’s Bankruptcy, Financial
Reorganization & Creditors’ Rights
Department. David’s practice focuses on
creditors’ rights in the context of complex
bankruptcies, including representing trade
creditors, creditors’ committees, plan
trustees, secured lenders and lessors.
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SHARED SERVICES OR OUTSOURCE:
How can I be sure we are maximizing
the full potential of that decision?
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A New Development With Vendor as Lender:
Using Terms Pushback Strategy as a Source
of Financing to Assist in Acquiring a Competitor
Scott Blakeley, Esq.
of Blakeley LLP
Companies in competitive, slow-growth industries are always
looking for ways to increase revenue and margins. One
strategy to meet these objectives is to acquire a competitor,
with such recent merger examples as Sherwin Williams and
Valspar, Tyco and Johnson Controls, and Agrium and Potash
Corp. And there would be more mergers had the Justice
Department not blocked some companies’ efforts to combine
because of antitrust concerns, as in the recent Staples and
Office Depot attempted merger.

I have reported on a handful of motivators for companies
to roll out TPS, including improved benchmarking results,
to consultants advising the finance team of the benefits to
merger and acquisitions.2 Each of these TPS’ motivators is
to improve their cash flow while acquiring goods to operate.
Dell’s strategy expands TPS to now include expanding
growth through acquiring companies (Company Acquiring
Customer (“CAC”) TPS).
This CAC TPS acquisition strategy is a further red flag
for suppliers that customers, or companies that acquire
customers, see suppliers as a way to expand growth, not just
provide products or services on supplier-set terms. As when
the WSJ reported over two years ago that P&G’s rolling out
a TPS and moving suppliers to 75 days resulted in improving
its cash flow by $2 billion.3 This TPS strategy resonated with
CFOs from small to large companies, to likewise improve
their cash flow and working capital by rolling outs a TPS, to
expect a like mindset with companies acquiring others to
offset the acquisition costs.

In the latest development with mergers and terms pushback
strategy (TPS), a multibillion dollar company is replacing
a portion of acquisition debt held by its lender group with
suppliers of the company being acquired—by augmenting
working capital through the use of extended payment terms.
The adage of vendor as lender is almost routinely heard by
credit teams from long standing customers that announce
they are disregarding vendor-set trade terms and unilaterally
extending these terms. The latest twist is that a customer’s
competitor, where the supplier does not have a trade
relationship, let alone credit scoring and setting terms with
this company, is announcing to this supply chain they will be
bound by extended terms. Thus, suppliers with no contractual
trade relationship with companies face a TPS if they wish to
preserve the trade relationship with the former customer.

What is the cost to suppliers for having to wait longer for
payment? The below is a calculation for waiting for the
invoice tied to extended terms to mature:

Cost of Carrying A/R

Example

Ending A/R

Annual
Borrowing Rate

Daily Cost of
Borrowing
- Annual
Rate / 360

Daily Cost
of Carrying the A/R (Daily
Rate x AR Amt)

20,000,000

3%

0.008333 %

1,666.67

The WSJ reports Dell proposes to finance its acquisition of a
competitor, EMC, in part through a TPS of EMC’s suppliers
to over 100 days—suppliers who are not selling to Dell.1
The TPS proposed by Dell will allow it to more quickly pay
down the acquisition debt and, what is key to this process,
improve its cash flow by upwards of $1 billion. Dell has
experience with a TPS, having pushed out its own supplier’s
terms to over 100 days, and improving its cash flow by
over $1 billion. Dell’s improved cash flow on the backs of
suppliers encouraged lenders to finance a portion of the EMC
acquisition.

How can the credit team keep the CAC within normal terms?
The following are some good practices:

1 	
Sam Goldfarb and Rachael King, Will EMC Adopt Dell’s
Lengthier Payment Terms, The Wall Street Journal (July 18, 2016).

3 	
Serena Ng, P&G, Big Companies Pinch Suppliers on
Payments, The Wall Street Journal (April 16,2013).

Supply contract: if the supplier has a contract with its
customer, and a no-assignment provision, the supplier can
reject the CAC TPS as they have no contractual relationship
.
and no duty to honor the CAC TPS

2 	
Seven More Reasons Customers are Adopting a Terms Push
Back Strategy and What Suppliers Can Do to Fight Back, Credit and
Financial Management Review (2016)
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PO and Invoice Trade Relationship: like the supply contract
response, the supplier can advise the CAC there is no trade
relationship and no duty to comply with TPS.
Supply Chain Finance: the supplier in the CAC transaction
likely will be offered a supply chain finance alternative.
Supply chain finance is a lending program commonly offered
by money center banks to shorten the customer’s suppliers’
payment terms and improve their cash flow. However, for
the supplier to shorten their payment terms under supply
chain finance means that they discount their invoices by a
negotiated interest rate.

and internal contractual restrictions the supplier is bound by,
such as loan covenants that make TPS A/R ineligible.
As companies continue to merge, the supplier must
appreciate that the Dell strategy of a CAC TPS may be a
part of any acquisition. As this may motivate a customer to
extend terms, a best practice for the credit team is to prepare
the sales and finance teams and management to be aware
of recent developments, and be prepared with best practice
responses.

About the Author ...

The credit team may negotiate incentives to keep the CAC
within terms, or reject the extended payment schedule. Some
of the negotiating points: Early-pay discount; annual volume
rebate award and other trade concessions; and exclusive
supply agreement in exchange for extended terms.

Scott Blakeley is a principal with
Blakeley LLP, where he practices
creditors’ rights and bankruptcy.
His e-mail is:
seb@blakeleyllp.com.

Supplier responses to attempt to keep the CAC within
normal terms can include a higher price for extended terms;
Robinson-Patman Act restrictions that limit the supplier’s right
to break a customer class pricing and agree to a CAC’s TPS;

Attorney Scott Blakeley
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Just a few thoughts . . . .
from CRF’s President, Bill Balduino
Hard to believe it is October already but here we are…
Just a few items that I wished to relay or offer comments on, and then I will let you read
all the other valuable contributions in this edition of the CRF News.
If you follow us at all on LinkedIn or simply read the e-mails that Barbara and I send your
way, you will have noticed a few things:

Bill Balduino
President, CRF

■■ CRF just experienced its second largest meeting – ever; the August Forum and
EXPO in Chicago enjoyed incredible support from our community to which we are all
extremely grateful!
■■ We have now been the beneficiary of eight (8) consecutive sellouts, and as I write
this, we are watching and hoping that the October Forum will be nine (9) in a row –
again, we thank you all!
■■ Make sure you check out the agenda for October if you have not already done so
– through the support of Arent Fox LLP (a member of our community) – CRF has
added an additional session with a focus on business and the forthcoming election…
look at the panel members….should be great!
■■ Keep watching your e-mailbox in Q4 of 2016 and Q1 of 2017 for announcements on
an array of new and totally refreshed educational courses – we hope you like what
you will see!

I will leave it there, but I also wish to publicly thank my colleagues at CRF!!!!! They have again upped their game across all
facets of what we endeavor to provide – from written pieces to webinars – to forums and items that are not always transparent
to the community — I sincerely thank them, but also want to let them know they just raised the bar one more time – LOL!
Hope everyone is well and that you enjoy this edition of the CRF News.
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The Platinum Standard of
Collection Agency Certification
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Named by The Credit Research Foundation as a Platinum Partner, Commercial
Collection Agencies of America is proud to offer a superior certification program
Standards of the unparalleled certification:
4 Rigorous Requirements - set by an Independent Standards Board, comprised of a cross-section of the ARM
industry, ensure agencies’ accountability and professionalism
4 Proper Bonding & Licensing - agencies are required to obtain surety bond coverage and be licensed or
registered in the cities and states in which they have offices, as required by law
4 Financial and Operational Oversight - review of trust accounts, random audits and on-going evaluations
conducted by knowledgeable industry professionals
4 Education - annual continuing education requirements strengthen members’ expertise.

Choose an agency whose certification is the prototype and standard
for third party commercial agency membership within the CRF.
For more information, please contact Executive Director,
Annette M. Waggoner at awaggoner@commercialcollectionagenciesofamerica.com or call 847-907-4670
or visit our website at www.commercialcollectionagenciesofamerica.com
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Economic Agglomeration And Bankruptcy
In The Retail Sector: The Domino Effect
by George Angelich, Rob Hirsh and M. Douglas Flahaut
of Arent Fox LLP

The Changing Face of Retail
In the wake of a large number of recent bankruptcy filings
by nationwide retailers1, one does not have to look far to
find a shuttered store front. While different theories have
been advanced to explain the failure of these retail chains2,
traditional economic theory tells us that the failure of one
retail store should result in its competitors having greater
market share going forward, and accordingly more sales
and better performance. Therefore, all other things being
equal, the shuttering of a competing store should be a
positive development for the store or stores that remain. As
such, retail stores whose balance sheets are still relatively
strong often see opportunity in the going out of business
sales and dark store fronts of their nearby competitors.
Counterintuitively, however, a statistically significant
correlation has been found between the closing of one store
and the performance of other stores in close geographic
proximity to the closed store. By better understanding the
economics of agglomeration (i.e. the benefits firms obtain by
locating in close proximity to each other) and the economic
relationship between stores in close physical proximity to one
another, companies in the retail sector will be better prepared
for what lies ahead.
As Goes Your Neighbor’s Performance, So Goes Yours
A large scale empirical study of the retail sector entitled
The Agglomeration of Bankruptcy has discovered that the
closing of one retail store appears to seriously harm other
retail stores in close proximity to the closed store.3 More
1 	
See e.g. Aeropostale (filed for bankruptcy in May 2016 with
approximately 739 stores); American Apparel (filed for bankruptcy in
October 2015 with approximately 264 stores); Deb Stores (filed for
bankruptcy in December 2014 with approximately 295 stores); Delia’s
(filed for bankruptcy in December 2014 with approximately 92 stores);
Pacific Sunwear (filed for bankruptcy in April 2016 with approximately
600 stores); Quicksilver (filed for bankruptcy in September 2015 with
approximately 700 stores); Radio Shack (filed for bankruptcy in February
2015 with over 4,000 stores); Sports Authority (filed for bankruptcy in
March 2016 with approximately 450 stores); and The Wet Seal (filed for
bankruptcy in January 2015 with approximately 173 stores).

specifically, the researchers examined a detailed dataset
of national chain store locations across the United States
from 2005 to 2010 and found that the bankruptcies of retail
chains impose significant negative externalities on nearby
retail outlets.4 Additionally, this direct correlation appears to
be statistically significant whether or not the two stores are
considered direct competitors and, in fact, is actually stronger
when the stores are in the same industry.5
So-called “anchor stores” have long been viewed as crucial
to the success of smaller retailers in the malls and shopping
centers which they anchor6, however the empirical evidence
of the economics of agglomeration shows that the shuttering
of a nearby non-anchor store – especially one in direct
competition – can have a measurable adverse effect on the
stores that remain. Because of the statistically significant
correlation found by the study, savvy retail companies
will certainly want to pay close attention to the financial
performance of their neighboring retailers, as it may serve as
a useful predictor of market headwinds.
The Potential Value of a More Collective Approach
In addition to using the performance of neighboring stores
as the proverbial canary in the coal mine, the findings of the
agglomeration study might also provide an empirical basis
for taking a more holistic attitude towards financial success
in the brick and mortar retail sector in a given geographic
area. Therefore, if the results of this study are to be believed,
the closing of one store will directly cause financial harm to
neighboring stores, thereby creating a real and immediate
economic incentive for stores sharing close geographic
proximity to take actions designed to ensure that all succeed
or, if the closing of a store is inevitable, that the transition
to a new retail tenant is as quick and seamless as possible
so the loss in business associated with the closing of the
failed retail outlet is mitigated for the stores that remain.
Indeed, based on the results of the study, stores sharing the
Bureau of Economic Research 2014.

2 	
Each explanation seems to boil down to some combination of
competition from online retailers and the failure of these retailers to adapt
to the tastes and shopping habits of the new ‘millennial’ generation.

4 	

Id. at p. 2.

5 	

Id.

3 	
“The Agglomeration of Bankruptcy” by Efraim Benmelech,
Nittai Bergman, Anna Milanez, and Vladimir Mukharlymov, National

6 	
Indeed it is common for retail leases to have opt out provisions
in the event the anchor store closes or moves to a different location.
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same address in a mall or shopping center, as well as the
owners and landlords of these malls and shopping centers,
might want to take proactive steps and recognize that the
success of each individual store is tied, to some measurable
degree, to the success of its neighbors. While the manner in
which this holistic outlook is implemented will necessarily be
specific to each particular location and situation, one could
envision group promotions, advertising tie-ins, common
area improvements, and other similar enhancements for
the benefit of surrounding merchants to avoid the impact
of a retailer’s failure. This would in turn benefit landlords,
competing retailers, and the vendors that sell to them.

Conclusion
While the agglomeration effect on brick and mortar retail
stores will certainly benefit from further research7, the study’s
findings make it clear that retail stores do not operate in
a vacuum and are undeniably adversely affected by the
negative performance of neighboring retailers. Accordingly,
professionals working within the retail sector will want to pay
close attention to the performance of neighboring stores, and
consider whether or not agglomeration forces will impact their
storefront, tenant or vendor.

7 	
The study cited above is a ‘working paper’ and further efforts
to study and understand the agglomeration effect are expected to be
forthcoming.
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How to Improve Your Odds of Collecting
Late Payments Without Severing
the Customer Relationship
By Greg Cohen
President, International Association of Commercial Collectors
Editor's Note: This is the first of a two-part series. The next article for the 4Q CRF News will address the topic
of how to best prepare accounts that will be sent to collection agencies.

Even the best customers will sometimes pay late. But with
skillful preparation, communication and documentation, you
can decrease late payments, improve your odds of collecting
on overdue accounts, and preserve or even improve your
relationship with most customers. Here’s how:

“Don’t assume customers know your policy. You have
to communicate it clearly to them,” said Joe Batie, Chief
Commercial Officer at Caine & Weiner. Consider creating a
customer document that outlines your standard payment and
credit policies, including time limits for reporting problems
with goods or services. Confirm receipt, and make sure
customers have easy access to those policies in the future.

Before the sale
Employees, colleagues and customers are more likely
to successfully meet expectations when they know and
understand them. Your company needs a solid, updated
credit policy and equally well-crafted credit and sales
documents, including a thorough credit application.

After the sale: Be friendly. Listen closely. Observe.
When a shipment or service should have been received, the
customer's credit or sales representative should call to ensure
that it did, and that the customer’s expectations were met.
This call helps strengthen the mutually beneficial relationship
between company and customer, and emphasizes the caller's
role as an in-house advocate. If all is well, note that on the
account. If there is a problem, note that and resolve it, or
see that someone does, and check back in. Most customers
will pay you on time. For those that don't, your notation that
expectations were met and when will prove useful.

Your credit policy should establish payment expectations including basics such as what documents must be completed
by the customer before credit is issued, at what point in the
transaction payment is due, and at what points the credit
analyst should make payment reminder calls and turn an
account over to a third party.
Requiring every customer to fill in all fields on your
credit application is a must, said Tony Terry, President of
Continental Recovery & Filing Solutions. This information can
prove vitally important if there is a payment problem in the
future, he said, and the prerequisite itself is a screening tool.
“Typically the accounts where somebody didn’t complete the
applications are the ones that go south on you,” Terry said.
“There are companies that we like to refer to as ‘professional
debtors.’ Especially in industries such as food and beverage,
where there are a lot of vendors and competition is stiff,
principals who are put on a COD basis with one vendor
will sometimes apply for credit with another.” Leaving off
important information helps them do this.

Especially with new customers, make a reminder call (or
utilize other means of customer communication used in your
particular enterprise) several days prior to when payment is
due, if it has not yet been received.
“When you get the first invoice paid from a new customer,
make a copy of the check they paid you with and throw it in
their file,” Terry advises. “Sometimes the banking information
they put on a credit application is not from the same account
they are paying you with.”
With established customers, watch for pattern changes, all of
which merit at least a phone call:

Credit analysts will benefit, and credit department efficiency
will increase, if your credit policy includes a matrix of common
situations that analysts in your industry face when seeking
late payments, and a range of solutions they can offer without
additional authorization, said Lee VandenHeuvel, President of
Ross, Stuart & Dawson.

• Payment comes in later than usual.
• Payment comes in a different form than usual; a check or
automatic transfer customer suddenly uses a credit card.
• Change in quantity. If a customer who is paying on-time
bumps up the quantity of their order, hurray! They are
doing well, and so are you. If a customer who is falling
even a little behind their usual payment cycle does this,
it can signal stockpiling because of a cash-flow problem.
If a customer decreases their usual order, they may be
planning to switch providers.

Such a matrix might allow a new customer of less than 12
months with some on-time payments and an overdue balance
of less than $10,000 to go on a 6- or 12-month payment plan,
provided they agree to pay a certain percentage of the debt
each month, for example.
Your company credit policy should be required reading for all
sales and credit employees. But what about customers?

“You need to immediately contact the customer to find out
what the reason is for the changing in their pattern,” said
Thomas E. Brenan, President and CEO of Altus Global
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Trade Solutions. “Verify what they are telling you and act
accordingly.”

Remember that kindness can literally pay off. A company
in financial stress likely owes multiple vendors/suppliers
money. Being kind and courteous makes it much more likely
that your company will be the one to get the check.

Late payment. Now what?
Before contacting your customer, research both the
company and the industry. A failing company in a vibrant
industry is a much different situation from a credit standpoint
than a long-successful company with a good payment
history whose industry is in a spiral.

Ask when they can make payment in full. If they cannot
make payment in full within a reasonable time – and the
analyst decides what's reasonable – suggest a payment
plan. Consult the payment plan rules or matrix in the credit
policy. Also trust your research and judgment.

Gather the internal documents and account notes as well,
and have them in front of you. Is there a personal guarantee
of payment? If so, this is a very powerful tool of persuasion,
and you should remind the customer that you have one.
Understanding the customer's circumstances and knowing
the account history shows empathy while also giving you
authority.

If this is a reliable customer in an industry that has slowed,
but is expected to pick up – oil and gas for example – and
they ask for more time than you are authorized to give, offer
to advocate for that with your manager. Or if you are the
manager, consider it. They will likely be a strong company
again, and you have earned loyalty points. Conversely,
if your research tells you this company is not likely to
recover and/or if the customer balks at a payment plan,
suggest a settlement, again consulting company guidelines
and seeking approval to go beyond those guidelines if
appropriate.

Next step: pick up the phone. How soon depends on
industry – you want to act much more quickly when dealing
with perishables, such as produce, for example. But know
that the older a debt becomes, the less likely you will be to
collect it.

Customers who won’t pay

Written communication has its place, and you should send
letters or email to back up agreements or when phone calls
go unanswered. But phone calls are more personal and
efficient, allow two-way communication, and enable you to
both use and perceive tone.

Let's acknowledge that customers who could pay, but won't
pay, are the most frustrating. But don't express that to your
overdue customer. They are not in collections, you can
still fix this, and you might learn how to improve your own
company along the way.

Remember that the majority of late-paying customers want
to be current and preserve your professional relationship
as much as you do. “You have to convey the message that
you’re here to help, not to make life difficult. If you do the
latter, you’ve lost the battle already,” VandenHeuvel said.
“This really can be done in one sentence, ‘Our company has
had a great relationship with your company, and my job is to
make sure this relationship continues to thrive. What can I
do to help?”

Most often, the customer will tell you there is a problem with
their order. It may be real, perceived or made up. You have
to determine which. This is where documentation of the
call after goods or services were delivered comes in. Do
you have confirmation that they were satisfied? Educating
customers on your credit policy has a role here too: Remind
them that if there ever is a problem, they must let you know
within a certain window, or else they are responsible for the
cost.

Customers who pay late either can't pay or won't pay. The
credit analyst's goal is to determine which and proceed
accordingly.

As you listen to then investigate what the customer
tells you, you may actually learn that your company is
responsible, or partly responsible. The goods or services
may not have been delivered as promised, for example.
Or someone within your company may have made an
unauthorized payment deal with this customer, or just given
bad information about when payment was due.

Customers who can’t pay
When customers say they can’t pay, ask why. Your research
may have already unearthed the reason: a downturn in the
industry; a loss of a major customer; a change in business
ownership, even within a family; a fire or natural disaster.

If you find any missteps within your company, your
company must own them, and then fix them. Communicate
what happened to the right people. Make sure everyone
understands policy and where the system broke down, and
fix it. Apologize to your customer and make it right with a
new delivery, a credit or partial credit, as is warranted.

As a Louisiana-based businessman, Brenan has witnessed
not only businesses themselves, but business lifelines
such as delivery and the U.S. Postal Service, stymied by
Hurricane Katrina and, more recently, major flooding.

If an analysist discovers that your company did everything
right, but this is an otherwise fantastic customer and the
disputed amount is small, it may be worthwhile to, with
authorization, absorb some or all of the loss. If this does not
apply:

When negotiating with a customer who can't pay, be
respectful and professional. Especially with a longestablished customer, you may feel for them, and it’s ok – in
fact good – to express that.
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• Present your research to the customer. Be firm and
specific - this is powerful. Ask again for payment in full.
• If the customer still says they won’t pay, tell them it’s
nothing personal, but they have a choice to make: pay
in full now; agree to a payment plan or a settlement;
deal with a collection agency and potentially court.
Follow Up
The two most important aspects of negotiating with
someone who owes you money is to do what you say, and
hold them to what they say with follow-up contact.

If payment does not arrive on time, call, ask questions and
listen to the reasons why. Some new information may inspire
you to seek another exception for your customer. But a
broken promise is never a good sign. And in most cases, this
account should go to a collection agency.
If the payment arrives on time, send an email confirming
receipt and say thank you. You should still consider tightening
terms, by requiring a cash-on-delivery or even pay-inadvance arrangement. Let your customer know that after the
debt is payed, you will see that their company credit is fully
restored.

• If no agreement was reached, and you said collections
was the only alternative, send the account to collections.

About the author:
Greg Cohen is president of
the International Association of
Commercial Collectors (IACC).

• If a payment plan or settlement was agreed to, follow up
as soon as possible with an emailed or written copy of
the terms.

A credit and collections industry
veteran of more than 20 years, he is
also President and CEO of Caine &
Weiner.

• In the days before the payment is due, if it has not
arrived, call with a reminder. This lets people know you
are serious and paying attention.

See next page for Negotiation Tips and 22 items every Credit Policy should include.
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Additional Thoughts Related to Previous Article

Negotiating Tips
•
•
•
•
•
•
•
•
•
•

Ask for the balance in full.
Assume the customer has the money to pay.
Ask why and get proof.
Ask for more/offer less than you are willing to accept.
Never accept the first offer. Always counter-offer at a higher amount to get them into a discussion.
When giving concessions, get something in return.
Payment plans must be reasonable as defined by your company, not the customer. If a balance is
$50,000, a $250-per-month plan doesn’t fly, but $2,000 per month might
Don’t be afraid to say no
Payment plans should be done in writing. Follow-up prior to the due date to ensure adherence.
Try to get pre-authorized payments via ACH or credit card to avoid hassles and playing phone tag
every month.

Source: Caine & Weiner; Ross, Stuart & Dawson

Twenty-two Items Every Credit Policy Should Include
Remember, every credit department is unique. Your company's place in your market, your brand strength, your risk
tolerance, your profit margin, your volume of orders, and many other factors, all impact what should be in your credit
policy. So this list should be considered a checklist to get started. Here's what to include:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Your credit department's short- and intermediate-term goals.
Each person's credit granting authority.
How to respond to credit inquiries.
How and when to request updated trade references or financial statements from customers.
How work is to be prioritized.
A specific collection strategy. One simple example might be to say that telephone calls are more effective than
email in collecting past due balances because they are more direct and harder to ignore. Therefore, analysts should
call rather than write whenever possible.
Customer payments may never be "creatively applied" or deliberately misapplied.
On-line credit notes should be comprehensive and comprehensible. In the long-term, more detailed credit notes
save time.
Credit analysts are expected to be tenacious, but always professional and business like.
Sales and credit are teammates, not competitors.
Attention to detail is absolutely essential.
Broken payment commitments are a red flag and should be followed up on promptly.
That it is nearly always worth the time taken to confirm a payment commitment in writing.
The ability to reconcile disputed balances is an essential job skill for anyone wanting to pursue a career on the A/R
side of credit.
Getting unearned discounts repaid is never easy, and requires tact and persistence.
Customers and salespeople expect the credit department to notify them of credit-holds immediately and preferably
before the hold actually goes into effect.
Emotional outbursts have no place in a professional credit department.
Credit professionals cannot allow themselves to be drawn into arguments with salespeople or customers.
Credit specialists are expected to be and act like negotiators and not note-takers.
Credit specialists should try to maintain good working relationships with their counterparts in the customer's
accounts payable department because in many cases the A/P department has a major role in determining what
gets paid and when.
Broken commitments and bounced checks are dramatic indications that the customer is in severe financial trouble.
Extended payment proposals should be referred to senior credit management.

Source: Caine & Weiner
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They say the only
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It's Phishing Season:
How to Prevent Your Company from Getting Speared
By: David Newell, Chief Executive Officer, Loptr LLC
Kristopher Meier, President, Station 28, LLC
Edward O'Keefe, Director of Application Development, ABC-Amega, Inc.

The quick resolution wasn't luck. The company had
focused on security improvements over the previous
year.

Editor's Note: The subject phising and the financial
damage it can cause for companies was brought up at
the CRF Open Forum in Chicago in August 2016. CRF
thanks ABC-Amega, Inc. for offering this article.

The firm brought in consultants to help design its security
program, establish controls, scan its networks, put monitoring
systems in place, update and patch, share training and
awareness, and it ran through table-top exercises to test out
its processes. It took hard work to reach the point where the
company could quickly identify and contain an attack. One
of its practices was now a "post-mortem" review, where the
firm analyzes an event to learn and, when needed, make
improvements. As a result, the company’s IT team mapped
out the attack which we shared above.

Forbes magazine reported in May that "people are often the
weakest link in the security chain." The problem posed by
contributors Steve Culp and Chris Thompson is that cyber
criminals target fallible humans to get around investments in
technical and physical security systems.
We recently heard a story that turns that idea on
its head. Perhaps people can be the strongest link
instead!?

The spear was carefully aimed.

Last month, a firm of about 150 employees was targeted
with a spear-phishing attack (Spear phishing is an e-mail
spoofing fraud attempt that targets a specific organization,
seeking unauthorized access to confidential data.) The
attackers sent an email with a bogus invoice attached to
nine different employees. Each phish was unique, with
different text and filenames to evade detection, and the
phishers personalized the messages with names and titles.

Though only one person opened the malicious email
attachment, the phish was targeted to nine different people
at this firm. As it turned out, the nine names and titles came
from one of many sites that harvests and sells personal
information on the Internet. One name and title were incorrect
in a unique way that made it clear which website was
the source. An intriguing twist was that the site listed two
additional employees who did not receive phishes. Both were
members of the technology team. It appears the bad guys
took the time to filter out IT staff who might be more likely to
spot an attack.

Unfortunately, one target, who works with invoices
every day, didn't realize this one was fake.
After clicking to open the Microsoft Word attachment,
a malicious macro exploited a zero-day vulnerability (A
zero day vulnerability refers to a hole in software that is
unknown to the vendor. This security hole is then exploited
by hackers before the vendor becomes aware and hurries to
fix it), which bore into the computer. With a foothold on the
system, the attacker's software reached out to "command
and control" (C&C) servers (command and control (C&C)
infrastructure consist of servers and other technical
infrastructure used to control malware in general, and, in
particular, botnets) in four different countries to try to make a
connection. Once connected, the code started downloading
additional applications to the computer's hard drive.

The email messages all purported to deliver invoices, but
each was slightly different. Each malicious attachment was
also different. Those differences appear to have helped
the malware bypass the firm's gateway anti-malware. (The
company switched products to add attachment sandboxing
after this attack, and it updated its configuration standard to
disable Word macros.) The team checked mail server logs
to identify other recipients of the phishing attack, confirmed
that none of the other eight had clicked the attachment, and
removed the messages.
The firm's intrusion detection system (IDS) didn't detect
the attack. Because the firewall blocked traffic to "risky
countries", it took several tries for the malware to find a C&C
server it could reach. The firewall logged those attempts
and successful connections to download more software to
a centralized server but, like the IDS, the log monitoring
software hadn't registered an attack. The company's antivirus software only triggered on one of the additional malware
downloads, reporting that the system had successfully
quarantined a file.

At this point, you can only imagine the worst happening:
encrypted files being compromised on the victim’s computer
and shared drives, hackers gaining access to customer
credit card data – panic-evoking stuff! Instead, the attack
abruptly stopped. A member of the IT team rushed into the
victim's office and unplugged the network cable.
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How did IT (literally) pull the plug on this attack so
quickly?

And mix in policy. That doesn't mean you have to quote your
policies, but consider the policies you want your workforce to
follow and focus on the key policy statements that apply to
everyone in your organization. Topics like good passwords,
reporting possible incidents, protecting data, preventing loss
or theft, and using encryption are examples. And, seriously,
mixing in some humor, pop culture references, or unexpected
formats (for example, haikus) can draw and keep attention.
If you can get your workforce to look forward to your next
information security awareness message, they are paying
attention.

The person who opened the malicious attachment realized
it was bogus and, instead of brushing it off or worrying
about getting in trouble, quickly notified the IT department
by following the protocol of submitting a trouble ticket via
the company’s ticketing system and by personally finding
an IT representative in the office. As a result, an IT staffer
immediately checked the anti-virus logs and raced to the
victim's office.
Again, the swift response wasn't luck. In addition to
conducting annual awareness training sessions with all
employees, each week the firm’s IT team rotates a new
"digital poster" with a simple security awareness message
on every computer's login screen. These reminders reinforce
security practices that every workforce member should know.
About 35% of the messages focus on reporting potential
incidents to IT.

How should you deliver awareness messages? Continuously
rotate new messages on digital signage platforms. Print
small posters and place them on bulletin boards and cubicle
walls. Place digital images on login screens, backgrounds, or
screen savers. Send reminders by email. Post them on your
intranet.
When the company completed its post-mortem review after
the attack we've described, they reasoned that the critical
control that stopped this attack quickly was an awareness
poster. A person paying attention to reminders had halted an
attack that two anti-virus systems, IDS, a firewall, logging,
scans, and patching couldn't stop.

The secret to effective security reminders is three
ingredients: simplicity, variety, and policy. For a little
extra impact, add humor.
Make your reminders simple. Don't use a lot of words. Deliver
your message in five seconds as a worker logs in or walks
down a hallway. Vary the backgrounds and format of your
reminders, and rotate and refresh your reminders regularly.

People can be the strongest link in the security chain!
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CRF Technology Survey Highlights
By: Matt Skudera
CRF Vice President of Research

At the start of this past summer, the Credit Research
Foundation established a survey on technology that
focused on both the decision making process and the
expectations associated with the delivery of the same.
The results of the survey offer insight across a myriad
of questions, but one common theme stood out - there
are many opportunities for advancement with the use of
technology throughout the discipline.
Historically, the credit profession has been presented with
the balance between human capital and technology, while
at the same time harmonizing expansion domestically and
globally, tightening policy, managing headcount restrictions
and operating in an increasingly complex environment.
The use of technology has traditionally provided the
solution sets necessary to achieve this harmonization and
today remains a chief component for future success.
This success and harmonization of goals typically comes
at a price ranging from relatively inexpensive to very
expensive, depending on the size and scope of the project.
Each organization’s appetite for the absorption of cost
varies widely. This survey indicates that approximately
45% of credit professionals delegate their approval
authority for software purchases or, in other words,
almost half of the respondents do not have the authority

to approve projects individually. Only one out of five
respondents have formal approval authority for technology
purchases (see Figure 1).
In general, technology requires a significant investment
in capital and time, and tends to be long term in nature.
The survey indicated that nearly one half, or more, of all
respondents have a satisfactory system in place for Credit
Risk Management, Collections, Deduction Management,
Cash Application and Invoicing. While these numbers are
not surprising, what stands out is that almost 20% of all
respondents are in the process of implementing or actively
pursuing the purchase of Credit Risk Management and/
or Cash Application solutions. This indicates a near term
focus on the advancement of technology (see Figure 2 on
next page).
As the survey indicates, practitioners know that technology
comes at a price, and that price can be based on size,
complexity and scope of the project. The respondents
also indicated that “On Premise” and “Licensed” software
products are the most expensive to implement. The
least expensive products to implement are “Electronic
Payments” and “ACH Payments”. Surprisingly, the “lack
of knowledge” or “not sure” responses were widespread
across the board. This can be expected as project

Do you have final approval over software purchases for the credit, account receivable and cash application teams?

Fig. 1

Yes
No but I report to her/him

I do not know what
the process is

No my supervisor reports to her/him
Responsibility is jointly owned by IT and the discipline expert

Responsibility is
jointly owned by IT
and the discipline…

I do not know what the process is

No my supervisor
reports to her/him
No but I report to
her/him

Yes
0.0%

10.0%

20.0%

30.0%

40.0%
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costs are developed during the vetting process for an
organization actively engaged in the discovery phase of
research (see Figure 3 on next page).
While cost is certainly an important aspect of any project,
cost must be balanced with the return on investment to
implement a technology solution. Again, each project has
a different investment cost and the return on investment

is also different. The survey indicates that the projects
with greatest expected return are Electronic Invoicing,
Electronic Payments, ACH and Cash Application
Automation. Each of these projects received a positive
response of approximately 50% or greater. The projects
predicted to have a less than favorable return are Credit
Cards and Robotic Process Automation (RPA) (see Figure
4 on next page).

Fig. 2

With respect to technology initiatives for the areas being discussed...
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In the process of implementing
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Resolution

Collections

Credit Risk
Management
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Overall, how successful do you expect each technology is in delivering a ROI?

Not worth
considering

Will not deliver an
ROI
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Finally, what is evident is that technology plays an
important role in the current and future environments of the
credit discipline. Some organizations have adopted a leading
edge position and some are actively pursuing a solution set.
Regardless of technological positioning, the respondents
of the survey have embraced it as a key component of the

future of credit and collections. While embracing technology,
they are also balancing human capital and the business
requirements of expansion, policy and the increasing
complexities of the credit and collections landscape.

Fig. 4
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Strength in the Balance Sheet
BY Mark Zandi
Moody's Analytics

T

he U.S. economy is having a good summer. The job
market is posting impressive gains, vehicle sales have
never been stronger, home sales and house prices have
largely recovered from the bust, and the stock market is
hitting new highs. Currency and commodity markets are
stable, and the global economy has firmed. A string of
geopolitical shocks, most notably the British vote to exit the
EU, has done no discernible damage.
The most immediate worry is the fast approaching
presidential election. The political vitriol has been alarming,
and it seems likely to get worse. Judging from the various
sentiment measures, including our own business confidence
survey, consumer and business confidence is holding up well.
But that could change quickly.
Federal Reserve officials also appear to be gearing up
for another interest-rate increase. The only hike since the
financial crisis was last December, when policymakers
lifted rates off the zero bound. Their extraordinarily cautious
approach to normalizing interest rates seems to have
convinced financial markets that there is a new normal and
rates are not ever likely to rise much. Anything that changes
these expectations could ignite a rapid re-pricing of stocks,
bonds, real estate and other assets, and quickly hurt the
economy.

terms, but only a little more than one-fifth of all outstanding
debt owed by households has a rate that adjusts within one
year of a change in market interest rates.
Business balance sheets are not as strong, but leverage is
manageable particularly given the low rates. Liabilities of
nonfinancial corporations are expanding at a mid-singledigit pace, and the share of cash flow that nonfinancial
corporations are using to make debt payments is well
below historical averages (see Chart 2). Businesses, like
households, are locking in the low rates; close to a record
three-fourths of their debt is long term. They also have plenty
of cash and other liquid assets to meet short-term obligations.

There are other things to be concerned about, including
China’s struggle to address its many deep-seated problems,
our economy’s persistently weak productivity growth, and
geopolitical threats ranging from ISIS to Europe’s refugee
crisis. These are serious issues, yet they do not seem to be
existential threats to the U.S. economy, at least not any time
soon.

Solid balance sheet
A fundamental reason for this optimism is the economy’s
strong balance sheet. Household balance sheets could not
be better. The household debt service burden—the proportion
of after-tax income that must go to meeting debt payments
to remain current on those debts—is as low as it has been in
the available data back to 1980 (see Chart 1). This reflects
both the massive deleveraging during the financial crisis and
the rock-bottom interest rates.
Households have locked in the low rates, which is especially
encouraging. Homeowners have used successive mortgage
refinancing waves to move into 15- and 30-year mortgages
at steadily lower rates. The average coupon on outstanding
loans guaranteed by Fannie Mae and Freddie Mac is now
near 4%. Nonmortgage debt has higher rates and shorter

Fortress financial system
Most impressive is the balance sheet of the financial system,
particularly that of the nation’s depository institutions.
Since the financial crisis, the banks have raised substantial
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Only single-family housing seems somewhat credit-starved.
That helps explain halting first-time homebuyer demand.
Mortgage lenders have been easing their credit standards,
but they still appear tight when compared with other more
typical periods. In the early 2000s, before the housing
bubble, the average credit score for borrowers getting
loans backed by Fannie Mae and Freddie Mace was just
over 700, roughly the median score for all consumers.
Today, the average score for borrowers with loans backed
by the government-sponsored enterprises is closer to 740.
This difference represents as many as 8 million potential
homeowners.

amounts of capital, significantly improved their liquidity, and
vastly upgraded their risk management practices.
Banks have worked hard to increase their capitalization.
Since the crisis hit, total bank equity capital has increased by
nearly $500 billion, an increase of well more than one-third,
and capital ratios have risen significantly (see Chart 3). The
banking system has also become much more liquid. The
share of bank assets invested in U.S. government securities
has increased from less than 11% prior to the crisis to well
more than 16% currently. And the share of bank liabilities
in sticky deposits has risen from 65% before the crisis to
over 76% today. The system could weather a very tough
economic storm.

But the constraints on mortgage credit availability are
relaxing. Lenders are increasingly comfortable extending
credit to borrowers with lower scores and smaller down
payments given the solid job market and consistently
rising house prices, which are closing in on record highs
nationwide. Clearer rules regarding when Fannie, Freddie,
and the Federal Housing Administration can require lenders
to repurchase loans for problems with their underwriting
have also eased lender concerns over this put-back and
indemnification risk.
Lax credit is arguably only an issue for the vehicle industry,
which helps explain the current record sales. It is not that
the credit scores of borrowers are alarmingly low, although
about one-third of recent vehicle loan originations have been
to borrowers with less than a 660 score, up from one-fourth
of loans early in the recovery. It is that an increasing share of
originations are to borrowers with lesser credit scores and for
loans with long maturities. Almost 60% of recent originations
have more than a five-year maturity, compared with 40% just
a few years ago (see Chart 4). Well over one-tenth of current
originations have more than a six-year maturity.

That is the conclusion of the Federal Reserve’s stress tests,
one of many changes to risk management in the system
since the financial crisis. The stress tests require banks
to hold capital sufficient to suffer losses at least as severe
as during that crisis and to still have enough capital left for
ongoing concerns. Systemically important institutions need
to hold an even more substantial capital buffer. The most
recent test is based on an economic scenario more severe
than the financial crisis. Even in that scenario the system
is able to maintain capital that is well above very high
minimums.
This goes in significant part to the quality of the banking
system’s lending in recent years. Delinquencies and
defaults remain exceptionally low across consumer and
mortgage lending, commercial and industrial loans to
businesses, and commercial real estate loans. There
had been some concern that underwriting had weakened
undesirably in lending to finance merger and acquisition
activity and multifamily development, but regulators quickly
addressed that through tougher oversight.

Appropriately ample credit

Though regulators have yet to officially set their sights on
vehicle lending, the easy underwriting has come under
increasing scrutiny from analysts and the media. Lenders
appear to have turned a bit more circumspect in response.
Even if lending continues apace, there is not nearly enough
vehicle debt outstanding to put the financial system and
economy in serious jeopardy.

The financial system’s fortress balance sheet is supporting
the credit growth necessary to power the economy’s growth.
Overall credit to households and businesses is expanding
at a mid-single-digit pace, approximately equal to the
economy’s nominal potential growth. Credit growth is thus
not too strong, which would increase debt loads and inflate
asset bubbles, and not too weak, which would strangle
investment and entrepreneurship.
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A ways to run
At the center of every economic downturn is a serious
problem with the economy’s balance sheet. In the financial
crisis, highly leveraged households stopped making their
mortgage payments and caused the financial system to
seize up. The proximate cause of the Y2K recession was
overextended technology companies and the bubble in the
stock market. Junk corporate bonds and commercial real
estate lending precipitated the savings and loan crisis and
recession of the early 1990s.
Given the current strength of the economy’s balance sheet
it is difficult to be too anxious about another recession any
time soon. It is also reassuring that regulators appear to be
carefully monitoring the financial system, and willing and
able to take action to head off problems before they become
existential economic threats. Regulators’ recent guidance
to banks on their multifamily mortgage lending is a case in
point. This is a sea change from regulators’ stance before the
financial crisis.

Another recession is coming, to be sure. It will emanate from
a part of the economy’s balance sheet that is opaque and not
well understood. Most everyone will miss it. But odds are that
the current expansion, which is already one of the longest,
has a ways to run.
Mark M. Zandi is chief economist at Moody’s
Analytics, where he directs economic research.
Moody’s Analytics, a subsidiary of Moody’s Corp.,
is a leading provider of economic research, data
and analytical tools.
Dr. Zandi is a co-founder of Economy.com, which
Moody’s purchased in 2005.
Dr. Zandi conducts regular briefings
on the economy for corporate boards,
trade associations, and policymakers
at all levels. He is often quoted in
national and global publications and
interviewed by major news media outlets, and is a frequent
guest on CNBC, NPR, CNN, Meet the Press, and various
other national networks and news programs.
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The Business Payments Coalition: Marking Five
Years of Improving B2B Payments Efficiency
By: Mary Hughes
Business Payments Coalition

Many U.S. businesses continue to use a disproportionate
number of checks to make and receive business-to-business
(B2B) payments and they rely on manual, paper intensive
processes to reconcile associated remittance data. Learn
what the Business Payments Coalition (formerly the
Remittance Coalition) has been doing to address this problem
during the past five years.

increased use of e-payments and e-remittance data. Further,
the survey asked respondents to rate the effectiveness of
five different possible solutions to better understand ways to
improve the processing of electronic payment and remittance
data.

Although American consumers have been quick to adopt
electronic payment methods (such as debit cards, credit
cards and online bill payment), U.S. businesses still write
a lot of checks. This is a problem because checks are
cumbersome, labor-intensive, prone to fraud, and often
cost more than electronic alternatives -- all of which
reduces efficiency in the U.S. payment system and exposes
businesses to unnecessary risks. In 2011, some forwardthinking individuals held a summit to discuss how to spur
adoption of electronic payments among businesses. One
of their “ahas” was the realization that checks are popular
because it is simple to insert a message or invoice with
the check explaining what the payment is for. In contrast,
sending remittance information with an electronic payment
is much more complex. They concluded that adopting more
uniform approaches to exchanging remittance information
would make electronic payment options a lot more viable to
businesses. From this premise was born the “Remittance
Coalition” -- now known as the Business Payments Coalition
(BPC). The Credit Research Foundation (CRF) has been
an active and committed partner since the beginning, with
CRF members attending the inaugural workshop that led
to the Coalition, serving on the BPC leadership group and
participating in work groups.

1. Business Payees Lack Education and Solutions to
Make E-Payments Adoption Easy. Many businesses
reported that their trading partners, particularly smaller
businesses, are unwilling or unable to originate and receive
e-payments and e-remittance data, which the respondents
attributed in large part to a lack of education about the
benefits and “how-tos” of e-payments and the lack of
solutions scaled to smaller businesses that make it easy to
adopt e-payments.

Celebrating its fifth anniversary in 2016, the BPC has grown
considerably since its inception, evolving into a respected
national organization with over 550 members. Its goal
has broadened beyond simply facilitating the exchange
of remittance information among B2B trading partners. It
still seeks to foster adoption of electronic payments and
remittances in the B2B environment, but its wider-ranging
goal today is to improve efficiency of B2B payments across
the end-to-end process. There are no dues to join the BPC,
only a willingness to help pursue its mission by lending
expertise to the group’s efforts.
To help guide its priorities and work efforts, in 2012 the
Coalition conducted a survey of business practitioners1
to better understand the main barriers they face that limit
1 	

Barriers identified by respondents fell into three broad
categories:

2. Information Technology. Many businesses lack effective
technology and sufficient IT resources needed to support
more use of e-payments and e-remittance data.
3. Standard Practices and Standards Education. Many
businesses cited the problem of non-standard e-remittance
formats and business practices, which makes it difficult to
readily exchange and automate e-remittance processing. For
example, trading partners reportedly use the X12 EDI 820
standard in such different ways that specific arrangements
must be negotiated with each trading partner to enable
processing of remittance data files. Businesses also report
that remittance data frequently has key fields missing or
incorrect data, making manual intervention necessary to
process a file.
Fortunately, the surveyed businesses identified a number of
solutions that they believed could be effective to overcome
these barriers, thus improving the efficiency of processing
B2B transactions from end-to-end. Top-ranked among these
solutions was to develop and promote the use of more
common business practices when populating and exchanging
remittance data. A second solution that businesses identify as
important was more education on e-payments and automated
remittance data processing that is targeted to customers,
employees and suppliers. Finally, businesses saw the need
for more effective technology services as critical to reducing
barriers to more e-payments and remittance data adoption.
BPC volunteers relied on these three solutions as initial
marching orders to guide their efforts.

Available by clicking: HERE
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Toolkit2 , which offers plain-language, practical education
about various payment types, explains the benefits of
electronic payments, and describes how small businesses
can avoid being victimized by payment fraud. The recently
Business Payments
Overcome to updated Toolkit includes advice on how small businesses
Business Coalitions
PaymentsSolutions
CoalitiontoSolutions
Barriers to B2B Payments Efficiency
can work with their bankers and larger trading partners
Overcome
Barriers to B2B Payments Efficiency
to improve their payment practices, how to
get started using automated clearing house
Education on
(ACH) payments, what small merchants
E-Payments & New
• B2B Directory
should know about EMV technology and chip
• Small Business Payments Toolkit
Solutions for Trading
cards, implementing bank services that can
Partners
mitigate fraud, and many other topics. It has
an extensive resource section for readers
who want to learn more. Larger businesses
have shared the Toolkit with small business
Information
• Vendor Forum
partners to help them get up to speed on
• Promote e-invoicing adoption
Technology
more efficient electronic payment options.

The remainder of this article focuses on accomplishments of
the BPC over the past five years that have addressed each of
these three barriers.

Standard Practices
and Standards
Education

• Develop standards that define common business
processes
• Retail Debit Balances Best Practices and Procedures
• Remittance Standards inventory
• Remittance Glossary
• Core Adjustment Reason Codes

Overcoming Barrier #2: Information
Technology
BPC Solution: Vendor Forum

Many businesses lack in-house information
technology (IT) resources of their own and
• Ongoing education on standards of interest
thus are reliant on third party vendors for
solutions. Recognizing the vital role software
and technology providers serve, the BPC organized a
Overcoming Barrier #1: Education on E-Payments and
Vendor Forum sub-group that now has over 90 members.
New Solutions for Trading Partners
The Vendor Forum meets several times per year in order to
BPC Solution: B2B Directory
obtain vendor input on pertinent issues, provide education
Checks are a popular choice for B2B payments because
on new payment standards, and promote the adoption of
only the name and address of the payee are needed to
payment standards in software and technology solutions.
make the payment. Conversely, if the payor wants to pay
BPC Solution: Promote E-Invoicing Adoption
via an electronic method like an automated clearing house
payment (ACH), the payor must have the full bank account
It is surprising but true that U.S. corporations lag behind
and checking account number of the payee. Sometimes,
the rest of the world in adopting electronic invoicing
this information is hard to get. A major accomplishment
solutions. This is a concern because sending and receiving
of the BPC was the creation of a B2B payments directory
invoices electronically is a necessary first step to achieving
concept that reduces the time, cost and complexity of
straight-through-processing (which means automated,
obtaining necessary payment information to enable electronic “hands-off” processing instead of relying on traditional
payments. The B2B directory functions as a look-up tool to
labor-intensive methods). A white paper by the Payments,
enable payors to find payee information quickly and cost
Standards, and Outreach Group of the Federal Reserve
effectively. According to Claudia Swendseid, Senior Vice
Bank of Minneapolis, U.S. Adoption of Electronic Invoicing:
President of the Federal Reserve Bank of Minneapolis and a
Challenges and Opportunities3 , considers whether the
founding member of the BPC, “Volunteers from the Business
U.S. should develop and implement a standard, ubiquitous
Payments Coalition developed the B2B Directory concept,
B2B electronic invoice and processing platform similar
formed the Business Payments Directory Association
to those adopted in other countries. The paper highlights
(BPDA) and have been instrumental in supporting the
opportunities for businesses to gain efficiencies and reduce
BPDA’s implementation plans for moving the concept into a
costs by more broadly adopting e-invoicing. Aggregate
production service. The B2B directory will make electronic
savings from reducing paper invoices are estimated to be
payments much easier to setup and more practical for
as much as $162 billion. A new e-invoicing work group of
businesses of all sizes. It will be a valuable tool that allows
the BPC is preparing an inventory of current e-invoicing
payors to easily and securely obtain bank account information standards and will be forming recommendations on how to
plus payment and remittance preferences of payees. This
boost e-invoicing adoption among U.S. corporations.
empowers payers to pay electronically (such as via an ACH
credit) instead of having to resort to mailing a check.”
BPC Solution: Small Business Payments Toolkit
Smaller businesses rely heavily on checks for both sending
and receiving payments, often because they may not be
familiar with more efficient electronic payment choices. The
BPC created a resource, the Small Business Payments

2 	
Available as a free download at: https://fedpaymentsimprovement.org/wp-content/uploads/small-business-toolkit.pdf
3 	
https://fedpaymentsimprovement.org/wp-content/uploads/einvoicing-white-paper.pdf
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Overcoming Barrier #3: Standard Practices and
Standards Education

fit” codes from the 426 code list to minimize the need to
convert (so that EDI 426 codes can still be used.) Buyers
can apply the right adjustment reason codes to explain
deductions, discounts and adjustments taken for a purchase.
Suppliers can use the core codes to reconcile payments
when deductions are applied. There are a variety of benefits
to utilizing these simplified deduction codes for participants
throughout the payment value chain. In fact, the core codes
in TR-42 have been adopted by companies that did not
previously have their own code lists.

BPC Solution: Develop Standards that Define Common
Business Processes
Since the Coalition was founded, volunteers have written and
published four technical reports4 available for free through
the Accredited Standards Committee X9 website and the
American National Standards Institute. These reports have
been downloaded thousands of times.
TR-45 Retail Debit Balances Best Practices and
Procedures. This technical report (TR) was created by a
group of retail industry practitioners representing retailers and
suppliers. The work group began by conducting a broadreaching survey to research and benchmark current practices
in the retail industry. The scope included but was not limited
to account reconciliation, notification guidelines, timeframes,
roles and responsibilities of each party, supporting
documentation needed to support debit balance claims, and
so on. TR-45 is a useful tool for retail industry members such
as accounts payables and accounts receivables practitioners,
as well as software vendors who desire to improve and
standardize how debit balances are handled by various
trading partners. Following these best practices can lead
to efficiencies, potential cost savings in terms of reduced
labor, improved cash management, and better relationships
between trading partners. TR-45 is unique as it is the retail
industry’s first attempt to standardize retail debit balance
handling by advocating a consistent approach that can
potentially benefit all parties.

BPC Solution: Standards Education
BPC meetings frequently feature educational presentations
about standards topics so members can stay informed about
new standards. For example:
• Extended remittance Information for Fedwire and CHIPS
wire transfers: Allows corporate originators of wire
transfer payments to include about 9,000 characters of
extended remittance information within a wire transfer
payment order in either structured or unstructured
formats
• NACHA’s XML Remittance Format
• ISO 20022 Stand-Alone Remittance Message: ISO
20022 is an international, open standard that provides
a methodology which can be followed when creating
financial messages
• Balance Transaction & Reporting Standard (BTRS):
Previously known as BAI2, the X9.121 Balance and
Transaction Reporting Standard establishes a common
format for exchanging cash management account data
provided by financial institutions daily to their corporate
customers
• NACHA’s ISO 20022 strategy for the ACH network
• W3C’s Web Payments Interest Group which addresses
a broad array of issues related to payments, identity, and
commerce infrastructure on the web so end users and
businesses can complete transactions in a consistent
manner
• The role and adoption of ISO 20022 financial messaging
standards by corporate America

TR-44 Remittance Standards Inventory. The Remittance
Standards Inventory is a current, comprehensive inventory
of relevant B2B payment remittance standards. The intended
audience of this payments remittance catalog includes
B2B solution and service providers, and corporations
and organizations that make use of these standards or
implementations to facilitate the efficient reconciliation of
their payments and remittance data. Standards bodies and
other general interested parties are also an important target
audience.

As part of its mission to provide education on standards and
encourage their adoption, this year BPC volunteers created
a comprehensive new document called Understanding ISO
20022 Resource Guide5 which is a compilation of existing
resources that provide information on the ISO 20022
standard, including tools that help with transitioning to the
new standard such as mapping tools and implementation
guides. Corporates can benefit from ISO 20022 as a means
to simplify and standardize their treasury operations.
Multinationals may benefit the most, especially those with
operations in Europe, given the Pan-European SEPA
payments system based on ISO 20022. Specific benefits
cited by corporates that have adopted ISO 20022 include
lower information technology support costs, easier
maintenance and troubleshooting, increased straightthrough-processing, visibility into cash balances globally
and mobility of cash across banks and regions.

TR-43 Remittance Glossary. Remittance refers to
information that explains a payment. A work group of
BPC volunteers developed a glossary to provide greater
standardization and improve communications regarding
purchase-to-pay business processes. This TR is intended
to be a source of common language in the payment and
reconciliation process, thus reducing misunderstandings and
incorrect processing which stem from miscommunication.
TR-42 Core Adjustment Reason Codes. This TR presents
a set of codes for adjusting a B2B payment amount and
provides an overview of how to use these codes in the
exchange and processing of remittance information. The
BPC work group reviewed the list of EDI 426 adjustment
codes and identified nine categories and about 70 codes as
essential for deduction processing; these were defined as
the “core” codes. Core codes were then mapped to “best
4 	
Each of these four technical reports is available as a free download at http://x9.org/standards/remittance-coalition/
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The Coalition is developing a follow-up document that
will provide links to and/or examples of success stories
or testimonials from U.S. corporations or banks that have
adopted ISO 20022 standards. The purpose is to educate
the public about the current status of ISO 20022 knowledge
and adoption, and explain the positive impacts corporations
have experienced as a result of implementing ISO 20022.
Content will focus on: 1) defining challenges of corporate
practitioners and their service providers related to ISO
20022 standards adoption and how these challenges were
overcome; and 2) describing the value proposition to U.S.
corporations (and their service providers that supported
the transition to ISO 20022) through case studies and/or
examples of positive impacts on return on investment.

from end-to-end, new members are always welcome. To
join, send an email to:
business.payments.smb@mpls.frb.org. In response, you
will receive a welcome email and information on how to get
involved in current initiatives. Keep up with the Coalition’s
progress by visiting its website. Now that its first five years
are completed, look for many more years of creative
solutions from the Business Payments Coalition.
About the Author:
Mary Hughes is a Senior
Payments Consultant in the
Payments, Standards, and
Outreach Group of the Federal
Reserve Bank of Minneapolis.

Join the Business Payments Coalition!

She has been active in the
Business Payments Coalition
since 2013.

Members of the Coalition are innovative thinkers who are
driven to contribute to positive change. If you want to be part
of creating solutions that make B2B payments more efficient

“We look
forward to seeing
you at the CRF
Conference in Ft.
Lauderdale.”

“We look
forward to seeing
you at the CRF
Conference in Ft.
Lauderdale.”
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Reichold Holdings: Reclamation Rights May Give Way
to an Administrative Claim in Bankruptcy
By: Thomas R. Fawkes and Brian J. Jackiw, Goldstein & McClintock LLLP

W

hen a credit professional first learns of a customer’s
bankruptcy, it must quickly evaluate its potential
claims and liabilities, and the options available to
maximize recoveries under difficult circumstances. Among
other things, the savvy credit professional will consider:
are we entitled to a section 503(b)(9) administrative claim
for goods received by the customer within 20 days of the
bankruptcy filing? Did we have credit enhancements in
place that can be leveraged, such as a letter of credit or a
purchase-money security interest? Do we have potential
preference liability? Do we have an opportunity to be
designated a critical vendor? And do we have the right to
make a demand for reclamation of goods that we shipped to
the customer?

demand upon the debtor not later than 45 days after the
date of receipt of such goods by the debtor. If this 45-day
period expires after commencement of the bankruptcy case,
such demand must be made not later than 20 days after
commencement. The reclamation demand must establish
that the goods that the seller seeks to reclaim were sold in
the ordinary course of the seller’s business, and that the
debtor was insolvent at the time they received them.
Importantly, however, the right of a seller to make a
reclamation demand is expressly “subject to the prior rights of
a holder of a security interest in such goods or the proceeds
thereof.” The effect of this provision is to subordinate (and
in most cases, effectively eliminate) the reclamation rights of
a vendor to the prior perfected security interests of a lender
having a blanket lien on inventory and the proceeds of the
sale of such inventory; a notable exception to this general
rule can be found where the seller also has a purchasemoney security interest in its goods, which is senior to even
a prior-perfected blanket lien lender. In light of this key
limitation, reclamation demands are generally considered by
many creditors to be a waste of time and effort.

This last inquiry has traditionally been given less attention
than the others, and for good reason: by and large, credit
managers often view a reclamation demand as an exercise in
futility. After all, reclamation rights are often trumped by the
security interests of a blanket lien lender, and such lenders
typically are present in any significant commercial bankruptcy
matter. As a result, the option of serving a reclamation
demand is often rejected, if not ignored altogether.

The Reichold Decision

A recent decision of the United States Bankruptcy Court
for the District of Delaware (the “Delaware Court”) in the
Chapter 11 cases of Reichold Holdings US, Inc. (“Reichold”)
may elevate the importance of reclamation as a viable loss
mitigation option for creditors. The Reichold decision, and
its potential impact on trade creditors, is discussed below.
Preceding this discussion is a brief refresher course on the
law of reclamation.

The Reichold decision should cause vendors who discarded
reclamation as a viable option to reconsider their prior stance.
Reichold, Case No. 14-12237 at Docket No. 1613 (Bankr.
D. Del. August 24, 2016). Reichold filed its Chapter 11
bankruptcy petition on September 30, 2014. Reichold was
a borrower under a pre-petition senior secured credit facility
with Oaktree Capital Management, L.P. (the “Oaktree Loan”).
In conjunction with the Oaktree Loan, Reichold entered into a
security agreement which granted Oaktree a first-priority lien
on substantially all of its assets.

The Law of Reclamation
The Uniform Commercial Code defines a seller’s rights to
reclamation if the customer has not yet filed for bankruptcy
protection. Under UCC § 2-702, a seller may make a
demand to reclaim goods received by a customer on credit
while insolvent, if the demand is made within 10 days of the
customer’s receipt of the goods. However, if the customer
misrepresented its solvency in writing during the three-month
period before the goods were delivered, the ten-day deadline
does not apply. A purchaser in good faith of the seller’s
goods from its customer falls outside the seller’s reclamation
powers.

On October 2, 2014, the Delaware Court authorized Reichold
to obtain post-petition debtor-in-possession financing
(the “DIP Loan”) from a consortium of lenders (the “DIP
Lenders”) and authorized Reichold to utilize the proceeds
of the DIP Loan to satisfy the Oaktree Loan in full. The DIP
Loan was secured by a first-priority lien on all prepetition
and postpetition property of Reichold’s bankruptcy estate.
Notably, the postpetition liens granted to the DIP Lenders did
not attach to property that was subject to valid, perfected and
non-avoidable liens as of the bankruptcy filing date.

If the customer files for bankruptcy, the seller’s reclamation
rights are governed by section 546(c) of the Bankruptcy
Code, which recognizes state law reclamation rights, and
indeed, expands upon them. Section 546(c) allows a
vendor to seek reclamation of its goods by making a written

On October 3, 2014, Covestro, a vendor to the Debtor,
delivered a written reclamation demand to the Debtor in
accordance with section 546(c) of the Bankruptcy Code.
Subsequently, on December 24, 2014, Covestro filed a proof
of claim, asserting both general unsecured and administrative

41

©2016 Credit Research Foundation

claims, in the amount of $965,241.14. Reichold designated
Covestro a critical vendor and began paying it on its
claim, first applying payments to invoices for shipments of
goods that would otherwise be entitled to section 503(b)
(9) administrative expense treatment. The critical vendor
payments ultimately satisfied Covestro’s section 503(b)(9)
claims, but in October 2015, Covestro filed an amended
proof of claim (the “Reclamation Claim”), pursuant to which
it asserted an administrative expense claim in the amount
of $411,781.72, representing the value of goods delivered
between 45 and 21 days; i.e., those claims covered by the
45-day reclamation period but excluding Covestro’s section
503(b)(9) claim.

The Trustee further argued that, under Dairy Mart, that
because the goods subject to Covestro’s reclamation claim
were disposed of to “pay” the Oaktree Debt, such reclamation
claim should be valued at zero. The Delaware Court also
rejected this argument, and in so holding concluded that “it is
too much of a stretch to conclude . . . that the repayment of
the [Oaktree Loan] from the ‘sale’ of the reclaiming creditor’s
goods.” It further held that Covestro’s goods were not in fact
sold, but rather, Oaktree was paid from the proceeds of the
DIP Loan and “the reclaimed goods were merely pledged
to secure that loan.” Accordingly, the reclamation rights of
Covestro survived repayment of the Oaktree Loan, were prior
to the security interests of the DIP Lenders, and therefore
accorded Covestro administrative expense treatment for any
goods supplied to Reichold from 45 to 21 days prior to the
petition date of Reichold’s bankruptcy cases.

Covestro claimed that it was entitled to payment in full on
the Reclamation Claim, and treatment as an administrative
expense creditor, because the Oaktree Loan was paid in
full, thereby extinguishing the only superior claim in the
goods Covestro supplied to Reichold. The liquidating trustee
appointed in Reichold’s Chapter 11 cases (the “Trustee”)
argued that the liens granted to secure the DIP Loan were
part of an integrated transaction with the prepetition lien
rights associated with the Oaktree Loan, and accordingly,
the payment of the Oaktree Loan had no effect on the
enforceability of Oaktree’s prior liens on inventory; Oaktree’s
liens on inventory effectively transferred over to the DIP
Lenders. Two prior decisions of the United States Bankruptcy
Court for the Southern District of New York supported the
Trustee’s position: In re Dana Corp., 367 B.R. 409, 420
(Bankr. S.D.N.Y. 2007) and In re Dairy Mart Convenience
Stores, Inc., 302 B.R. 128 (Bankr. S.D.N.Y. 2003). In cases
having similar fact patterns (namely, the take-out of a prepetition senior secured loan through debtor-in-possession
financing proceeds), the Dana and Dairy Mart courts deemed
the pre- and post-petition transactions integrated, and related
back the debtor-in-possession lender’s lien rights to the
prepetition liens.

The Reichold decision materially affects the analysis
that creditors must engage in when one of its customers
commences a Chapter 11 case. Whereas a creditor may
have previously dismissed the value of a reclamation claim,
it has now become clear that such claims may have material
value under certain circumstances. Creditors that shipped
goods to a debtor in the 45-day period prior to a bankruptcy
filing should pay careful attention to the debtor’s initial
pleadings related to debtor-in-possession financing; if it turns
out, as is commonly the case, that the debtor seeks approval
of a “take-out” debtor-in-possession financing facility, such
creditors should be immediately prepared to assert their
reclamation rights by making a written demand in accordance
with section 546(c) of the Bankruptcy Code.

About the Authors:
Thomas Fawkes, a partner in Goldstein &
McClintock LLLP, focuses his practice on
bankruptcy, creditors’ rights and financial
restructuring matters, representing official
committees, unsecured and secured
creditors, debtors, financial institutions,
post-confirmation trustees and asset purchasers in chapter
11 and 7 bankruptcy cases, out-of-court restructurings, and
liquidation proceedings throughout the United States.

The Delaware Court disagreed with Dana and Dairy Mart,
stating that “the function of a lien is to secure a debt; once
that debt is repaid, the lien and the rights of the lien-holder
terminate.” (citing to Unisys Fin. Corp. v. Resolution Trust
Corp., 979 F.2d 609, 611 (7th Cir. 1992). Accordingly, the
Delaware Court concluded that once the Oaktree Loan was
satisfied from the proceeds of the DIP Loan, the lien rights of
Oaktree were extinguished. Because Covestro’s reclamation
rights arose before the DIP Loan, and the liens associated
therewith were entered into, Covestro’s reclamation rights
were deemed superior to the DIP Lender’s security interest.
In support of this conclusion, the Delaware Court cited to In
re Phar-Mor, 301 B.R. 482, 498 (Bankr. N.D. Ohio 2003), in
which the court held, “A debtor’s decision to grant a security
interest in inventory to a subsequent secured lender cannot
defeat a seller’s reclamation rights.” This was later affirmed
by the Sixth Circuit Court of Appeals, which explicitly rejected
Dana and Dairy Mart. In re Phar-Mor, 534 F.3d 502, 506-507
(6th Cir. 2008).

Brian Jackiw, a partner in Goldstein
& McClintock LLLP, is experienced in
bankruptcy and commercial litigation,
having represented plaintiffs and
defendants in avoidance actions, complex
bankruptcy claim disputes, breach of
fiduciary duty actions and bankruptcy fraud
litigation.
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Bad Check Laws
A 50 State Guide of Rights and Remedies
The Credit Research Foundation is extremely grateful
to Allen Fagel, Esq., of Thompson Coburn LLP, for
updating our Bad Check Laws publication. We were very
pleased to release the 81-page updated body of work
to our membership in July. This version brings updates
to 19 states who have revised the statutes since the
last revision. Given the complexity of each states' laws,
this valuable document will clarify the process for all 50
states.
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CRF

Friends of the Foundation
for 2016

This group of attorney firms, in addition to their intellectual
contributions, has stepped forward to offer financial support to the
foundation, for which CRF and its members are very grateful.

Scott Blakeley — (949) 260-0612
seb@blakeleyllp.com

Bruce S. Nathan — (212) 204-8686
bnathan@lowenstein.com

Lawrence Gottlieb — (212) 479-6140
lgottlieb@cooley.com

Scott L. Hazan — (212)-905-3625
shazan@otterbourg.com

Rafael X. Zahralddin-Aravena — (302) 384-9401
rxza@elliottgreenleaf.com
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The Credit Research Foundation
is very fortunate to receive
support from our Platinum
Partners. Their contributions
and collaborative efforts help the
Foundation maintain activities at
the level at which our members
have become accustomed.
While these firms and the services
they provide are very familiar to
our members, you can learn more
about them by clicking HERE.

45

©2016 Credit Research Foundation

Providing 67 Years of Service to Credit and Accounts Receivable Professionals
All rights reserved. No part of this report may be reproduced or transmitted in any
form or by any means, electronic or mechanical, including photocopying, recording, or
by an information and retrieval system, without permission in writing from the
Credit Research Foundation.
1812 Baltimore Blvd
Suite H FoundationTM
Credit Research
Westminster,
MD100
21157
8840 Columbia
Parkway
443-821-3000
Columbia, Maryland 21045-2158
Printed in the United States of America

Copyright© 2011
Copyright 2016 ©
By Credit
the Credit
Research
Foundation, Inc.
Research
Foundation

CRF News Production Staff
Managing Editor
Matt Skudera
Editor, design, photos and photo illustrations
Tom Diana
Copy & Design Editor
Cheryl Weaverling

46

©2016 Credit Research Foundation

